APatentmg Is a Growmg Idea at
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. For decades “patent” has
_been a dirty word among many
university facuity in American
higher education.

Things are beginning to
change. however, at a number of
the nation’s leading research in-
stitutions.

Among the leaders of this
relatively unnoticed revolution is
Cornell, along with Stanford Uni-
versity. Massachusetts Institute
of Technology. and the Univer-
sities of Wisconsin and Illinois.

Stanford. for example,

- nounced last vear that since
1970 its Office of Technology
Licensing had distributed more
than $750.000 to faculty inven-
tors, their academic departments
and the University ganeral fund.

Cornell’'s own Department of
Fatents and Licensing has com-
piled figures going back nine

"years {when interest in patents
picked up here} showing that the
Cornell Research Foundation has
received a tota! of $1 million
from licensees of Corneli inven-
tions. Most of the

for further research. The re-
mainder was used for operating
expenses of the University's ex-
panding patent program.

Currently,. CRF, a wholly
owned subsidiary of the Univer-
sity. holds 92 U.S. patents and
has applications pending in the
United States on 24 others.

A question that arises is what
i behind this gradual abandon-
“ment of the time-honored idea
that the fruits of university re-
search are part of the public
domain?

An obvicus answer, of courss,
i5 that given the financial plight
facing higher education this kind
of idealism goes out the window
under the pressure of necessity.

The answer is not that simple.
however, according to Theodore
Wood, manager of the
University's Department of Pat-
ents and Licensing. established
in 1976. Before that time all
University patent applications
were turned over to Research
Corporation in New York City,
which performs this service for

more than 300 institutions in the
country. Establishment of the

University’s current program was
based in part upon the recom-

an-

funds, -
$76B.000. were paid 10 the in-

ventors and to their departments

mendation of a study by the
Cornelt Class of 1922,

Speaking in his small office
complex in 124 Day Hall. Wood
said that in the 1960s certain
departments in the federal gov-
ernment began to encourage uni-
versities to seek palents based
on their research findings. While
there never has been an official
administration policy on en-
couraging use of the patent sys-
tem. more and more federal de-
partments are pur5umg such a
policy, ‘Wood said.

Surprisingly, the greatest im-
petus has come from the Depart-
ment of Health Education and
Welfare. Norman J. Latker, pat-
ent counsel for HEW. has been a
jeading proponent of the patent
system and the peed for univer-
sities in particular to usg it.

But why?

Latker and others. including
Betsy Ancker-Johnson, former
assistant secretary for science

“and . technology. - U.S. Depart-

_ment of Commerce, have argued

publicly since the {ate 1960s that

“American business has fallen be-

hind. many . European countries,
not because it doesn’'t have new
ideas for products but because
too many of them never get
developed and placed an the
market. In their words American
business is the victim of a grow-
ing “technology transfer gap”
with most of the world’s in-
dustrial nations. ‘

They argue that by allowmg
new discoveries to - enter the
public domain immediately,
private incentive to turn the ideas
into marketable commaodities is
kified. It should be pointed out
that a patented idea lasts 17
years in the U.S., then auto-
matically enters the public do-
main.

As Wood says. "'History shows
that businessmen will seldom
invest in an invention that is
available to everyone.”

Some argue that the "public
domain idea” among faculty is a
vestige of the pre-World War |l
university when the research ef-
fort on American campuses was
relatively modest compared to
today’'s standards. They also say
it is related to 'publish or perish”™
pressure, The patenting process
can be drawn out and during that
time the inventor feels con-
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strained about publishing his or

her research. ‘

With the influx of billions of
federal dolars in the past three
decades, American research uni-
versities have become a major
source of ideas and information
needed for the future growth of
American industry.  University
cantributions have been crucial
in the success of the space
program and America’s world
leadership in electronics and
computers.

Shifts in government research
support. the increased emphasis
on patents and licensing and the
inevitable growth in inter-rela-

tions with industry mark what

appears 1o be a new era in the
evolution of university research.

The question of whether pat-
ent and licensing will ever be-
come a substantial
revenue for universities is still
open. The figures now don’t
indicate it will be, accordlng to
Wood.

There are other reaimes how-
ever, according to Thomas W,
Mailey. who works with Wood as
manager of industrial liaison in
what is called Corneli's Technol-
ogy Transfer Program.

“We must be constantly
aware,” says Mailey, “that we
exist to help inventors and move
new ideas and concepts from
research to industry. This does
not mean that our total effort is
towards making money-=-it
means our orientation should be
towards maximum exposure of
good new technology resulting
from research at Cornell.”

Both Wood and Mailey feel
their work is a new variation on
the public service commitrment of
the university as the state’s Land
Grant institution,

Wood, who retired in 1970
after 17 years as a patent ex-
ecutive with International Busi-
ness Machines, Inc.
patent work at Cornell is the
most chalienging of his career,
which began as an examiner in
1946 with the U.S. Patent Of-
fice.

The overall -technology
transfer program is under the
direction of W. Donald Cooke,
vice president for research, with
the assistance of Thomas R.
Rogers, director of the Office of
Sponsored Programs.

says his

But if you have any patentable
ideas, Wood is the man to see.
Martin B. Stiles
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54 THE BUDGET FOR FISCAL YEAR 1973

. STRENGTHENING THE NATION'S RESEARCH AND -
' DEVELOPMENT EFFORT:

The need for @ more strategic approach ~Itis clear that Federal
investments in rescarch and developtent have a far-reaching impact
on economic and social progress. The implications go well be\'ond the

. contribution of research und development to rapcuﬁc programs such.
as -defense, space, cnergy, health, environment, and transportation.

The scope and significance of research and development tends to be
overlooked in the Federal budgetary process since it is scattered
throughout the budget and since science and technology are often
viewed as optional long-run approaches to the solution of specific
problems which demand immediate attention. This view of research
and development hinders the development of an overall—more stra-
‘tegic—approach to the resource allocation process.

A discussion about R. & D. must be a discussion about the future.
Many of our goals can be attained by improved dav-to-day manage-
ment of existing programs or by moré investment in using what we
already knew how to do. But nothing forces a government or 2 business
to look to the future more than does the question: What should we do
in R. &D.?

A major objective of this Administration has been and will continue
to bc, o Inore strategie approach to our total national research and
development investment. To further this strategic approach, we
must spend more of our talent and resources in more clearly under-
standing the research and development process, particularly in how
it works in the context of a representative form of government and a
free market ceonomy. This budget proposes just that. Tn addition,
‘the 1973 budget will move us ahead in several critical areas where

- our knowledge is sufficient to make wise investmentsin R. & D
This budget accelerates our efforts to turn science and technology
_ " to the service of man through emphasis on solving important civilian
. - problems, increases significantly our efforts in defense R. & D. to
protect our national security, and strengthens the support of basic
research to increase our stock of knowledge to draw on for the future.

Beyond these overall R. & D. thrusts in the budget, provision is

~made for & beginning in several important arcas. This budget:

—initiates a series of experiments to find better ways to encourage
private investment in research and development and to improve

L The term “rescarch and develonment” covers the discovery and application of new scientific
Enowledge—=including the design. testing, and cvaluntion of new materials, processes. products and
systema. It includes, for example. basic research into the origin of the uaiverse or on the workings
of the humen body 3 well as the design and development of a new military sirceaft or the New
York-to:Washinaton Metroliner demonstration project. it would not inciude, for txample. the
purchase of military sircraft for operational uvse. payments to Amtrak for npetnmg or capital costs,
or Junds directly for the schooling of fiew scientists and engineera,
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the application of R. & D. results. These experiments will be
undertaken through joint university-industry cooperative efforts
and through industrial and research associations—with special
attention to small technological firms.

—draws more directly on the capabilities of those agencies that

harnessed the atom and conquered space, AEC and NASA.

-—strengthens the partnership between government and industry in

"R. & D. to create innovative technologies and new markets, thus
providing new job opportunities, increasing the Nation’s produc-
tivity and strengthening the U.S. position in international trade.
For example, the Edison Electric Institute is developing a program
of contributions for R. & D. from its member electric utilities,
The Federal Government will encourage such activities through
coordinated planning and cooperative R. & D, efforts with such
groups. A similar arrangement is underway with the American
Gas Association on coal gasification projects. _

—provides an improved national capability to assess the importance

of research and development to economic growth.

Through these and other efforts the Administration continues to
jmprove the management of the Government to insure that our overall
R. & D. effort is adequate, that our R. & D. programs are focused on
top priority needs, that our considerable R. & D. capabilities are

- effectively utilized, and that the American people get a proper return

on the dollars they invest in Federal research and development.

Fiscal year 1973 funding for Federal R. & D.—The Federal
effort for the conduct of R. & D. will reach 317.8 billion in the 1973
budget, an increase of 31.4 billion, or more than 8%, over 1972.

Included within this total are significant increases in research and
development to strengthen our national defense; to increase the
emphasis of the space program on useful applications; to accelerate
research and development to deal with key problems in health,
transportation, energy, environment, and natural disasters; and to
strengthen basic science.

The expansion of ongoing programs, together with new efforts that

- move us to a longer range R. & D. strategy, results in a total increase

of more than $700 million for the civilian research and development
effort—exclusive of defense and space—in 1973 or 159, over 1972.
This makes for a 6557 growth in civilian R, & D. since 1969, from 33.3
billion to $5.4 billion.
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THE OVERALL FEDERAL R. & D. OUTLOOK
Idbli;llionl for conduct of R. & D, in billions of dallars]

196% 1972 §973

Defense, including AEC r-nilitary-rclated PIOZIAMS e et cmmmmnmcsacs 8.4 8.6 9.4
DAL et ieiei i eramesesimesissreveraeansammenarerasnenm—n s at 3.0
Civilian Promrams_ .ot ciemerircris o a——eame e i3 4.7 5.4

Total. . e ccicrretrastaatn e amseeatoann 15.5  16.4 12.8

Trends in Federal R. & D. are also d.epic.ted in the {following
chart. , '
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Special efforts to strengthen civilian R. & D.—This budget
includes special efforts to strengthen civilian R. & D. as illustrated
in the following table:
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RESEARCH AND DEVELOPMENT

[Obligations in millions

. Program objective 1972 1973 Percent
. INCIeRat
Abundant electrical power without pollution. oo cvmcvocennnn... $392 4480 2%,
Fast, safe. pollution-free transportation. . .ooocecvrconuncrenn. 456 666 46
Reduction in the loss of human life and property from natural )
B TL L € 93 136 46
Effective methods of ¢urbing drug traficking and of rehabilitating
T 1T ¢ S SN 30 ] 20
Local demonstrations of effective emergency health care systems. 8 15 83
Experimetital incentives prograto e oo cmaeeocameooeccmesnoas 0 0 ...
Total of these categories ... mmemeamromsemam—ane 9 1,397
Total 1973 inerease. .o iiinees ceiena 398 40

This increase of about $400 million is the first stage in $2 billion
of R. & D. over the next 5 years in these areas alone, These increases
illustrate the efforts of the Administration to focus R. & D. on both
short-run and longer range goals in areas of national concern.

Abundant clectrical power without poilution.—A sufficient supply of

clean clectrical power is essential to economic growth and the quality
of national life. A broad research and development program is erucial
to the attainment of these goals—both in the short- and long-run—
and particularly to balance environmental and energy needs.

“In the 1973 budget, further effort will be devoted to the development
of pollution control technologies in order to provide additional options
for meeting air quality standards at lower costs. In 1973 there will

also be further expansion of rescarch and development programs -

ideatified in the Energy Message of June 1971. These programs include
the fast breeder reactor for puclear power, coal gasification, magneto-
hydrodynamics, controlled thermonuciear fusion posver, solar energy
and mapping and basic assessment of the resources of the Outer
Continental Shelf.

To reach further ahead in time—to provide more options for the
future and to begin to draw more on the capsbilities of the high
technology sagencies—the 1973 budget provides for research on
advanced dry cooling towers and large scale energy storage batteries
in the AEC, eryogenic power generation and transmission in the AEC
and National Burcau of Standards, greater use of laser technology
in fusion power research under AEC, and rescarch by the Department
of the Interior on the uses of low-B.t.u. gas produced—with less
pollution—from coal.

Fast, safe, pollution-free transportation.—New and expanded re-
search and development programs are needed to provide fast, safe,
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pol!utxon free truncportnhon Technically advanced systems must be
explored which are not only safer and more efficient but which reduce
adverse environmental impacts.

Under the 1973 budget nearer term R. & D. programs will be initi-

-ated or expanded to attack the problem of truck and aircraft noise,

develop more attractive and cconomical mass transit vehicles, and
provide for safer automobiles.

In order to maintain our options for new transportation systems
further in the future, work will be accelerated on personal rapid transit,
which provides individualized, nonstop service for commuters;
and new work undertaken on dualmode svstems for metropolitan
areas which might combine the convenience of the automobile
with the efﬁclencv of & rapid transit system and on new tunneling
technologies to reduce the cost of underground excavation for mass
transit. Work on advanced air traffic control concepts, a short takeoff
and lunding (STOL) aircraft, and quiet aircraft engines will con-
tinue at higher levels te provide more efficient, safer air transportation
with reduced environmental impact. In these more advanced flelds
of both ground and air transportation, the capabilities of NASA
will assist in mecting R. & D. program objeciives. Similarly the tech-

" nical talent of AEC will be utilized in advanced work on tunneling.

Reduction in the loss of human Uees and property from neiural dis-
asters.—Natural disasters take an unwarranted toll on human life and
property. In 1969, 12,000 people died from fires and $2.4 billion of
property was destroved. While increased warning time has signifi-
cantly reduced deaths from hurricanes, property damage has in-
creased dramaticaliy, to some 32.4 billion during 1965 through 1869.

The 1973 budget proposes acceleration of research efforts to diminish
losses of lives and property from these and other hazards and natural
disasters. Particular attention will be {focused on research in hurricane
modification to reduce damage from surface winds; on earthquake
prediction—and ultimately control—and on engineering to design
safer structures; and on fire rescarech—including forest fires.

Effective methods of curbing drug traflicking and of rehabilitating
drug users—The June 1971 message to the Congress on Drug Abuse
Prevention and Control recognized the nced for a major effort to
curb a problem that is assuming the dimensions of a national emer-
gency. This message called for the creation of a Special Action Office
for drug abuse prevention.

In keeping with this Administration action, research and develop-
ment on new ways to curb drug trafficking and to rehabilitate drug
users has been stepped up in both 1972 and 1073. For the coming
fiscal year, the budget provides for an overall fourfold increase in
rescarch budgets of a nuinber of agencies over the 2-year period since
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1971. This includes funds for the Departments of Justice; Health,
Education, and Welfare; Delense; Agriculture; and the Office of
Economnic Opportunity—for & mullipronged attack on all phases of
the drug problem.

Local demonstrations of emergency health care systems. —-—Vast sums of
money are spent in this country on research in many nspects of
health. One need that has yet to be 1)101)(:1'13 addressed is the provision
of adequate emergency medical service. Technologies are available.
The problem is to pull together these technologies into a system which
efleclively links conununication, transportation of victims, ambulance
equipment and services, trained manpower, and emergency room
hospital service.

Full-scale demonstration of such integrated emergency treatment
systems—as planned in the 1973 budget—can be undertaken with
relatively small amounts of added Federal funds to act as a catalyst.

Incentives to encourage cconomic growth through R. & D.—
As part of the $400 million increase in special efforts to strengthen
civilian R. & D., $40 million is provided for two new experimental
programs to encourage economic growth through R. & D. The ob-
jective of these programs will be to broaden the application of research
and development results, to improve productivity, and to stimulate
private sector R. & D. efforts.

Over 514 million is included in the budget for the National Bureau
of Standards for this purpose and $26 million for the National Science
Foundation. The funds for the NSF will also provide for a national
research and development assessment capability to improve under-
standing of the process of innovation and research application in
American society.

Both agencies wiil e\penment with a variety of approache: includ-
ing joint research in university, industry and Government laboratories,
shared cost research through industrial and research associations,
demonstration of new technology applications in various sectors of the
economy, and encouragement of small, innovative firms.

The division of responsibility between the National Bureau of
Standards and the National Science Foundation will in part be
determined by the different foci of current activities in the two
agencies. The Foundation can be expected to emphasize university-
industry relationships, research associations, special incentives—and
longer range exploratory research. The National Bureau of Standards
may emphasize shorter range research objectives—technological de-
velopment and demonstrations with relatively immediate industrial
application and efforts to broaden the application of useful techno-
logical advances. The Bureau will also emphasize its contacts with
individual industrial firas and associations.
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By Susan Cohen
Staff Writer

ty of worldwide epidemics, unleashed

= from the laboratories where recombinant

DNA researchers were playing cut and paste
with the basic units of heredity.

But even many of those who have cautioned
against the proliferation of such research now

disown those fantasies.

The fact is that the debate over the safety of
the gene-splicing technique called recombinant
DNA has gone as quiet as the laboratories where
the work proceeds with little protest and, appar-
ently, without incident.

In early March, the National Institutes of
Health (NTH) pranted Stanford University per-
mission to issue licenses io private cormnpanies
seeking to develop the technique for commercial
use, T :
Congress has apparently abandoned attempts
to set up a regulatory commission to oversee
«recorabinant DNA research. .

And the NIH, which writes and enforces the
strict safety standards for gene-splicing done in
federally funded projects, is now revising those
guidelines. _ .

“The momentum is now going towards taking

f}iq’fﬂg headlines once pictured the possibili

away more and more of the restrictions on the
research,” says Nancy Pfund, a Stanford grad-
vate student, who has represented the Sierra
Club and other environmental groups worried
‘about the use of recombinant DNA.

“The debate is still alive but it’s shifting focus,
Commercialization and the role of the public in
scientific policy don’t garner the sorts of head-
lines that ‘Andromeda strains’ do.” :

The scientists who originally warned of the
potential bazards of their own research — then
lobbied Congress to prevent legislation which
might furiher tie their hands —— say the debate
has shifted because new evidence has laid the
safety questions to rest.

the scientific musecle of those who lobbied
2gainst increased regulation.

But now that the work is proceeding, its com-
mercial Eotential is raising another set of issues
among them one of the most difficult questions'
of all to answer: Just how should the public or
can the public be involved in directing the often-
aweseme path of scientific progress.

Gene-swapping, gene-splicing, or more a sci-
entifically, recombinant DNA, is an ability re-
searchers acquired only recently. Tt allows scien-
- tists to take part of the DNA ‘or dexoyriboncu-
cleic acid which makes up the genetic blueprint

L}
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Their eritics claim Congress was wowed by !
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" for onme organism and insert it into the

_genetic machipery of another.

Some of the potential stemming from such
a technique was demonstrated just a few

" months ago wbes UC-San Francisco and City
"of Hope researchers inserted an artificial

gene inte a bacterium and dirécted it to make
a hormone found in the human brain. The
experiment was bailed as proof that recombi-
pant DNA may be used to turn bacteria into
factories, churning out useful medical sub-
stances, such as insulin, at man’s command.

The possibilities of gene-splicing also ex-
tend to agriculture where years of breeding
might be shortcut with a method to issve
genetic commands.

“We share the firm conviction that this will
be a billion dollar revolution and what we’ll
see 25 years from now will be zslounding,”
predicts Dr. Ronald Cate, president of CE-
TUS, a Berkeley firm already working at
putling recombinant DNA to commercial use.

But soon after the technique was developed,
the researchers themselves began io recog-
nize its potential bazards. They invoked a
voluntary moratorium on the work to discuss
the issues and set up some safely procedures.

Among the worst sceparios they imagined

was that a tumor-producing virus might be
-introduced to a common bacteria which might

escape from the laboratory and infect nearby
populations. -
It is just such scenarios which have faded.
The NIH guidelines have banned the most
risky of the experiments and set up siringent
safety containment procedures for others. -
New types of “disarmed” bacteria are
being used in the experiments, cells which are
unlikely to survive outside the laboratory.
And some experiments indicate that gene-
swapping is not novel to nature, that organ-
isms swap genes {requently without creating

- hazards.

“The recombination of DNAs is a véry ratu-

ral process,” says Stanford associate profes- -
" sor, of biochemistry Ropald Davis, one of
about 15 researchers at Stanford now doing

recombinant DNA experiments.

“If it's happening at a fairly high frequency
in pature and we’re not picking them up as
dangerous, it indicates to me that theyre not
hazards,” Davis says.

It was such evidence that Senator Edward
Kennedy, D-Mass., cited last year when he
drepped his sponsorship of a bill which would
have set up something akin to the Nuclear
Regulatory Commission to deal with recombi-
nant DNA. It is also leading the NIH to revise
the guidelines under which federally fupded
gene-splicing projects have been operating for




'th“e last year and & half - probably to ease
regulation of those types of recombinantion
known to occur in nature.

When Congress started to consider the issue
this vear, the debate had been pared down to
a bill which would extend the NIH guidelines
to cover industry, at least for two years.

Setting up the same standards for industrial
laboratories that university laboratories oper-
ate under makes sense to both recombinant
DNA researchers and their critics.

The most controversial part of the House
bill, which would also set up a study commis-

sion to examine the long-term uses of the new
technology, is the clause which wounld reserve
the right to regulate the field to the federal
~ government. .
The prestigious universities where the re-
“search is under way support the clause. The.
critics, who may have hopes for more restric-
tive legislation at the state or local level,
have spoken out against it, A -

The critics also point to what they charge is
a conflict of interest. Stanford University,
which is seeking a patent on the recombinant
DNA process developed by Dr. Stinley Cohen
" of Stanford and Dr. Herbert Boyer of UC-San
Francisco, stands to make substantial royal-
ties should commercial uses be developed dur-
ing the life of the patent.

Altheugh Cohen has walved his rights to the
a percentage of the royalties, Boyer has set
up his own eompany called Genotech to pur-
sue commercial application of recombinant
- DNA, ' '
Stanford has pot issued any licenses to pri-
vate firins so far and has made no decision on
how it will go about deing se, according to
vice president for public affairs Robert Ro-
senzweig. He lists possibilities that range
from allowing anyone who applies fo use the
process without collecting royalties to grant-
ing an exclusive license to one firm.

“Down the road there are going to be lots of '

applications that will raise questions,” Rosen-

zweig says, but he goes on, “in the short run
" the problems are going to be quite managea-

ble.” ,

Rosenzweig points out that NTH will require
any firmm receiving a license to comply with
the federal guidelines, something private
firms are not now required to do.

And, he goes on, it is only with the protec-
tion of a licepse that industry is willing to
invest in developing a useable product from
the results of publically funded basic re-
search. .

“Some le appear to think that's either
novel or g\?icll?l d(?rﬁ? think it's either. That's
the way things get done in this country,”
Resenzwelg argues. _

But among those who disagree is Jonathan
King, a biology professor at MIT who has
been a leader of those criticial of the recombi-
nant DNA researchers.

-

. King is willing to concedé now that “it's ,,
-ilmportant technology. It's a revolutionary

. technology. It can be done safely.”

But he sees problems of both safety and
ethics as the technique gets translated into
commercial use. -

“It’s really a rip-off of the public interest.
This was developed entirely out of public
funds . . . the money should go back to the
public trough,” King charges.

“Every bit of recombinant DNA research
was paid for by the sweat of the public brow.
I don’t think the trustees of Stanford should
benefit from that.”

Kiqg also fears that as industry, using re-
combinant DNA techniques, develops products
and methods worth guarding as trade secrets,
the research will become increasingly diffi-
cult to regulate.

“There’s a direct conflict between public
safety and private profit,” he says. “It’s im-
posixb]e to have the stuff done safely in se-
cre il -

Adds Halsted Holman, a Stanford professor
of immunology who has been critical of his
Stanford colleagues on the recombinant DNA

issue, “How much do we know about the
health problems associated with recombinant

.research in industrial applications?”

So far, Holman says, “The evidence favors
the experiments” which are being done in-
carefully monitored laboratories. “But as we
get into more and more complicated recombi-
nations that might change,” Holman says.

The critics’ main contention is that the
technology is just too new to be sure about
and too revolutionary to abandon caution.

Even beyond the immediate questions of
safety, University of California at Santa Cruz
Chancellor "and former genetic researcher
Robert L. Sinsheimer has suggested the work.
be restricted to a few facilities because of its
long-range potential for tampering with he-
redity, '

“With recombinant DNA our practice now
far outpaces our theories and may CAITY us
swiftly and unwittingly into new domains,”
Sinsheimer said in a2 speech last November.

“We inay now have come to a time when
we need to consider whether we ought to
forego certain technologies, however alluring,
as unsuited to the pature of mankind.”

But recombinant DNA researchers dismiss

the idea that their technique presents any -

special problems as it goes commercial or
that restricting their research is the way to
protect society from broad fears of genetic
engineering.

“It’s my belief at the present time and the
belief of the other signers (of the moratorium)
that the concerns that have been developed
have been greatly overblown,” says recombi-
nant DNA pioneer Stanley Cohen.

“The experience and the reason for the
shifting of the debate away from the safety
question is that it's become clear that this
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rescarch has no more danger than any other_

research,” he says.

Cohen beljeves safety procedures should be
followed, as they are in other types of biologi-
cal research, but he has argued beartily in
Congress against any enactment of specxhc
regulations into law.

“We don’t have a salmonella research act of
1978 or a rabies research act.of 1978, yet
work in those areas is known to be hazard-
ous,” he points out,

Cohen, who has been criticized for using un-
pubished dala as a weapon in the legislative
arena, is just as eager to take a swipe at those
who speak for ‘more public participation in
setting scientific policy.

“The public as I see it are public represent-
atives and not self-proclaimed spokesmen for
the publie,” he says. “When one says thé pub-
He should be involved I would argue the pub-
lic has been involved.”

While government, through its funding
processes, sets the basic directions of re-
search, Cohen states, “The question is whether
basic research itself should be directed in a
day io day way by the public.”

“It's very difficult for anyone, even for
scientists, to know what direction the search
for truth will take,” he says. “Knowledge
cannot be bad. I\nowledge can only be good.”

It is up to the public, Cohen acknowledges,
to see that the knowledge resulting from basic
research is put to good use. But he sees exist-
ing mechanisms {o do this.

He tells the story of a critic who charged
genetic engineering might someday be used to
genetically aller an aggressive male by di-
recting his cells to produce Jess of a particu-
lar male hormone. Cohen’s reply was that a
method already exists to accomplish the same
end — castration — *but castration is not
publically accepted.”

But those who have fought against him on
the recombinant DNA issue contend there
must be betiter ways to allow the pubhc to
control its scientific future.

“I think the public interest is there but it
hasn’t found a way to express itself,” says
Nancy Pfund. “We're asking for the same rule*
of participation in basic science as in other
sectors of our economy and society.

""That’s the issue that’s going to keep burn-
ing once this particular issue dies out,” she
says.

To which one recombinant DNA researcher
replies: “They've overdramatized and scared
the public and by scaring them you get them
involved. Maybe the pubhc doesn’t want to get
involved.”
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SACRAMENTO — A last—minute lobbyine effort prainst a bill
grarantecing UC frculty members sreons 1o ce""'*—-s' Pt anrol e
pepers forced postpanzment of hzuminss on the bI tro virtoday.

Hearings have been posiponed u ¢hirrs cxn mUSLET
enough voies for passage.

UC administrators who oppose the bl ezslier this weel convinced
a5 Anreies) 1o withdraw Hs srppont

Assemblymembar An Torrc‘ (D1
for it. o

And UC Regent Stantey Sheisl
New Menico duringan A
bill, urging commitice memoe
pose it. :

The bill, SB 251, sponsored by »
Angeles), would g‘ve facuhives
to confidential informetion abo:
reponts of fucully review comnr:
be deleted from the rolez s

The bilt also pranis zil l."
records, incleding teechin :

efcrence.

UC edminisira
vnited in cppesition to the e
conficentia! promoticn and lenurs rovic
cvce.lr:nce inres: d.TCh

Teretar Devid Dot anti (O-Los
-qf‘_rpwo*\r oo nnJ .

com

sc o mroeye (o nen

bill granting a" s'aic 3
informaticn kep! shout 4 RNt

The bill, SR 170, allowed the
this confidantial material with the ».
stbstance. The university’s 22w po'
only for summaries.

“*It secmns prcmdrure for the "r
don’t know how well these p'h" fur
work,” said Harold Hero UCLA
tions and chair of the cormittes tht

" personnel procedures.

this wzek,

Assemblymember Torres, lobived by Horowitz ea-i
cmphasized this same point. .
“Iftheuniversity is, as Fe (Eorowit? a'rr'::' 0T (TR o of ghars L Sl
effort to implement SB 170, it is not eroproariste fo Inoa v Bew
Tepisiation at this time,” Torrzz s@id.
But supporiers of ?.(‘&Lﬁ"i now 5 corond thet the vaiverzity s
viplating the intent, if not the l"' er, of tinl yoor's daw,
David Frody, qlat"-' ide n roof the UC Americin T
Teachers, one of the prinzip: 5-
timony bsfore the jud iciar\ c

summaries only at lhe end of the
R

psE"c,’rg S 231, prziec onotes-
ee vesterday that by -sr'\ud g
review precess the uaiversity
r‘y deries fanure (o detemmne
where they were wronged.

“*"The cruciai thing, is that revrle have .
appeal their decision and be guirantesd due provess,” Credy sax‘d.
“These aggregated summenes are virivally uzelzss to a person who
believes himself 10 be treated unfzirly, Aggregated summazries malic a
mockery of due process.” : .

The bill's supporiers only have cne more chanze 10 present it in

A . "
commitice. Under California law, any pill that fails to win pasenge wfier

the informetion they reesd to

kS !.-
_heing postponed three times 1€ considerod dend, vnd 3 SR hanse! wd)

been c.clmul twice.

We're going to make evers efTort 1o find out \\-‘-1
concéms are and address them.” Lori Snzk.
Senator Roberti said, I it takes two o three verk
nzxt hezring. fine. It's our lust timz around.””




736

s/6/72
NATIONAL -
JOURNAL'

/Ec res M//p/ | T o '. e g8 e

o 1y S T

©197z

A e

El

Y

OnJun, 27, within a week alter Presi-
dent Nixon delivered his State of the
-Union message and his fiscal 1973
budeet to Congress. about two dozen
W hite House slaff ‘members gathered
at Washington's Hay-Adams Hotel to
celebrate the end of a unique crash ef-

_fort "to ‘plan new subsidies for high-
- u:chno]ogy dev e]opment

. The party’s guest of honor was Wil-
ham M. Mdgruder who had led the
drive 10 create what came to be known
as the New Technolomcal Opporiuni-
ties Program,

.The men and - women who had
worked for Magruder on a backbreak-

" ing schedule since early fall had pre-

‘pared & gift for their boss. It was a

toy airplane, in red plastic, piloted by §
“the Red Baron, of. Pe.muts comic strip’

fame.
The baron was outi' tred mth schizo-

. phrenic headgear.

One-half of his helmet was painted

* black, with the letters SST outlined in

white— symbohnnn
‘successiul campaign

Magruder’s un-
_‘n 1970 to save

_the ill-fated pro"rdm to deveiop a

commercial supersomc transport’ air-
craft,

The other half was whne and it
was adorned with the acronym TOP,
for Tex.hno;oc;c&l Opportunmes Pro-
gram.

Also pamled onto the baron’s hel-
met was a series ‘of numbers ranging
from 330 10 779 —symbolizing the mil-
lions of doilars that had been contem-
plated at one time or another for the

- technology progrum next year,

‘It was a small plune, as befitted the
program the Administration” had ap-
proved. For after months of effort,
after intensive review -of dozens -of

- imaginative and expensive proposals

for new federal research and develop-
ment subsidies. after hours and hours
of consideration by the principul ad-

R and D Coverage

- This is the first of a two-part
serics on the evelution of the Nixon
Administration’s policies for sci-
ence and technology. This report
anaivzes the Administration’s drive
last fatl to produce a group of major
new technological initiatives;. the
sccond report will describe the Ad-
ministration’s future plans in the
area. { For two earlier reports on the
Administration’s plans to.stimulate
rexearch and dew!opmum in the
United States, see Vo. 3, No. 43,
p. 215, and No. 44, p. 2156.]

s AT e A

Science Report/White Fouse views iniense technology hunt’
as useful exercise, though few projects emerge

\\ 1lm1m M. '\Iaoruder and the symbelic tuy a!rplanc I'm-n hns staff

visers to President Nixon. the Admin-
istration had ‘decided, as Cominerce
Secretary Peter (. Peterson put it
that “we have to learn to cri vl in this
area before we can watk.”

" That admission had formally been
made 'a day-before Magruder’s party.
al' a Cabinet Room briefing led by
John D. Ehrlichman,
top domestic affairs adviser. Ehrlich-

" man notified the gathering that no big

new programs would emerge in the
coming {iscal year.

Yet Ehrlichman ar"und that even
though the Administration had not ap-
proved expensive projects to develop
new technology, Mugruder's work had
iaid the base for a more rational ap-
proach te {ederal science policy.

Cledrly. the new technological op-
portunities (NTO) . exercise has in-
creased the government’s understand-

ing of problems endemic to subsidiz-

ing .rescarch dnd development in do-
mestic fields where private industry
tragitionslly has held sway, It also has
jed 10 8 new federal resolve to under-
take experiments in R and D partoer-
ship between the government. and the
private seclor. :

In the long run, the Presidential
"“message to Congress on science and
technology™ that emerged from the
Magruder effort may be viewed as an

inportant first step in a government.
altempt (v better apply the technologi- -

cal resources of the nation.
Program development: The drive o
find new technologicul

Cwas luunched last Septernber, shortly
after the Administration had instituted
dts goal was i

e

its wage-price {recee.

the President’s.

opportunities |

‘identify ways in which’ the' government -

could help stimulale technological in--
‘novations to solve critical domestiz
problems. thus improving ‘the com-
petitive position of the United States

in world trade and utilizing the skills

of unemploved scientists and engineers.

The program then secimed to hold
out the promise to the scientific and -

technological community and to large
U.S. .industries of an impestant new
partnership with the federal govern-
ment and- significant  sheri-term pay-
offs in casbh. {1 had high pelitical over-
tones. The program “could become z

keyv' compenent in - President Nixon's
-economic policies and in his bid for re-

election,” wrote John N. Wilford ia
The New York Times. _ ,
“In a real sense, science and tech-
nology are being enlisted as imporiant
components.of "the new . econuinic
policies,” said Pelersan af the time.
And in an October interview, David

~said he believed  the pregram “will

result in some of the most importans
opportunities for the scientific amd

technological community in years.”

. Magruder was appointed on Sept.

13 to coordinite the program, and =

few davs later he exprasssd caution

about “oversetling 1he program™ bur

said that “1 wouldn't have 1aken the

job unless I had convinced myself that -

we . could come up u.uh something
stenificant.” .
Working agdinst a hcht deadline —

the tuchnolog\ package wus supposed
to be ready for announcement in the ' |

State of the Union messupe—Magru-
der-in November abanduned his re-

solve not 1o {)mld @ sizable personal |

by Claude E. Barz:esz
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“went out from the White House that

. initiatives,
A

" the  “tfirst

" history,” _
notice, and indeed most press coms-

sstiaff and recruited ning program man-
s agers from the National Acronautics
and Space Administration to pull the

" package together.
“The program managers inherited an
ambitious wish list of proposals. made

“to Magruder by federul agencies—a

list that would have cost:51.3 billien in
fiscal. 1973 and S11 hillion through
fiscal 1977. Large new initiatives put

‘forward to the White House included
“development of new

nuclear power
systems for commercial ships, devetop-
ment of -.offshore ports Tor deep-draft
tankers, mapping and exploitation of

the resources ‘of the continental sheif,

a speed-up in the AEC's progrum to
ase nuclear detonatiods to free nutural

-gas-from tight rock formations, a plan

to full} devclop high-speed rail trans-
portauon in the Northeast Cortidor,
“an item-by-item- analysis of the nutri-
tional content- of the nations food
supply, and a- campaign dg..unst kid-
ney diseases.

" White House team: Four of President
Nixon’s top advisers made the final

decisions on the NTO program:
Ehrlichman, ‘executive director of the
Domestic Council staff; George P.

" Shultz, director of OMB: . Peterson..
‘then director ‘of the Council on Inter-

natioral Economic “olicy: and Peter
M. Flanigan. speu.xl assistant to the
_ President,

" The group wresiled with the pro-
posals presented to them all during
the month of December and spent

sevetal hundred man-hours tryving to

put together a puckage.
By Christmas, it was evident that

they had failed. In the end. none of-

the large-scale projects was accepted,

-and the Administration aise decided
- not to go for across-the-bourd R and D

tax incentives for industry.

A much smailer, backup list was
assembled by the OMB and word
no more could be expected in 1972, '
Président’s message: On March 16,
the President " sent his

Congress, a -messuge otiginally

announcing broad new policies and
programs. - With the failure of that
campaign_ to " produce sizable new
thc do«.umem
climuctic,

Drsappmmmenr—Thouﬂh blli:.d a5
Presidentiud
science und technology in the nation’s
it failed to attract much

long-awaited
" message on science and technology to
sup-’
“posed to cap the NTO campaign by

Wwas umi— .

message ‘on-

_ments showed keen disappointment in -

its contents.
_Thus.
magazine of the American Association
for the Advancement of Science, read:
“White House Presents Vapid Tech-
nology. Plan.” And
characterized - the message as little
more than reshufflings of existing
rhetoric and known policies™ in “sad
coptrast- to the optimistic hints that
emanated from the Administration
last summer and fail.”
Daniel S. Greenberg,
acerbic observer
policy making.

a kcen. if
-of federal science

“In Torm,
Lt §s a fairly_

»

content, and vision ..
pedestrian melange. . ..
Speaking to the business commun-

ity, Business Week similarly stated

that the “Administration is admitting
that it doesn’t know how to formulate

new technological programs-or insii-

tute immediate incentives For strength-
ening industrial innovation.’

Positive  reaction — —There, are those
who strongly disagree with the criti-

cism leveled at the message on science

and technology. *Much of the negative
reaction is based on the very high ex-

pectations that were generated out of

the Muagrude- operation.” said William
D. Carcy of Arthur D. Little Inc.
“They made a tactical error in trum-
peting that drive and it leaves -the
message looking pretiy weuk.”

Carey. a recognized -uuthority on
science policy who- served as assistant
director - (human’
Budget Bureau during the Johnson
Administration, continued:

“That's too bad, because | think it's
a very good message und an extremely
significant document in the history of
federal science policy muking.

“In the first place. it begins to. look
at science and technology nol merely
from the cost side of government
policy —but as -a necessary and vital
investment, a blue-chip’ investment.

That represents a whole turnaround.’

and in that sense it could become as
important a landmark as the 1946
Full Employment Act was for Tabor,
“Secondly. it seems to recognize the
real _problems of innovation and the

barriers to the utilization of technology

by society: . . .What it says linally is,

COK, we cant solve the big preblems
~at the moment. but let’s tryv out o pum-

ber of things.”

Carey’s opinion  recejved strong
support from John W. Duavis, D-Gu.,
chairmun of the House Science and

the headline-in Science, the -

the magazine

. messagé, wrote on Feb. 135:°
viting to scofl at the mouse that has’
emerged from the- mountain of task’

wrote in his Sclesnce

.and Government Repori:

resources). of the

Astronautics Subcommiitee oii

hearings in April devoted to scicnce]
technology and the. economy,

expressed “the ““deepest regret™ thut

the message had not. received more -
attention.in the press and in Congress.

“It is a very important documen.”™ he

-said, “and fully commanded the "at-
tention _of the ;subcummiltec and
myself.”

And Greenberg, whlle critical of the

*1t is in-

force” papers, but it should not be
doubted that some profound reoriema-

“tion of the national R and D cmcr-

prise is now under way.”

S
ence, Research and -Development. At -

Davis”
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New programs: Though the Admin-

istration has lowered its sights in the
federal R and D area, small but poten-

Ctially important initiatives have been

taunched for the coming fiscul vear:
The chiel residue of the Magruder
drive is the $37.5-million Experimental

Incentives progrum announced in the -

President’s fiscal 1973 budget.” The
program will be joinlly administered
by the National Science Foundation
and the National Bureau of Standurds.

During the coming year. each agency

will commission a number of small-
scale pilot projects to experiment with

‘& variety of partnership arrangements

between the federul governmenl on

" the one hand and private firms. uni-
versities, nonprofit reseurch organiza- -

tions and state and local 00¥ernmcnls
on the other.

in addition, the NSF has been gi\'en
£2.5 million to study the barriers 1o

technological innovation in the United -
-States.

The Administration has . also pro-
posed legislation to encourage the
growth of smal firms specializing in
development of high-technology - pro-
ducts. The legislation would liberalize
government-loun programs for such
companies and grant them favorable
tax treatment and. refaxed securities
repulation. Further, the Administra-

tion is exploring-other measures to aid -

commercinl - development  of high
technology —chiefly revisions in patent
and antitrust policies.

The Administration” as well has

. . . 1 . . .
pinpointed five areas where it feels it
can push aghead with @ number of pro- -

grams: energy, itransportation.” drug
control. and rehabilitation. und natural

“disaster control, The five general fields

received most of the 3700-million
increase. the Administration claims it
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has mude in civilian R and D for
fiscal 1973. These are areas in which R
and D aiready is in a relatively ad-
vanced state, and they would have

been slated for sizable increases re-
“gardless

of Magruder's efforts. In
addition, the increases will not lindnce

any large-scale demonstration projects

of the kind Magruder was studying.
Search for a strategy

The search for a new research and
development program divides roughly
into two periods of time: the {ive
monaths tom July to December when
David’s . Office of Science and Tech-

nology and thén Magruder and -other

officials performed the detail work of

“reviewing proposals [rom government

agencies, and the-time therealter when
top Presidential advisers  became
intimately involved in the decisions

leading to policies outiined in Presi-
" dential messages ll‘l January, February

and March. @ °
Beginnings:  The
effort began on July 1, 1971, when
Ehrlichman sent letters to 15 govern-
ment agencies asking for technology
proposuls. Responses were forwarded
to- the OST, where David’s staff began

" analyzing them immediately to assess

their technological merit and to eval-
uate how they might contribute to the

" larger goals: solution of pressing do-

mestic problems, favorable impact on

the-balance: of trade and on employ- -

ment of scientists and engineers.
It was not until after the appoint-
meni, of Magruder as a special consul-

-tant to the President on lean to the
Domestic Council that the NTO pro- -

gram moved-into high gear.

At about the same time—in Septem-
ber—two interagency task lorces were
appointed to study elements of the

AR e i

\\ illiam D. (_ arey

Administration's"

.Goldmuntz.

NTO program. and they, like the
OST. reported to Magruder, who had

“-been assigned to coordinate the effort.

One task force,. headed by Ezra
Soloemon, a member of the Council of
Economic’ Advisers, was instructed to
explore ways of financing the initia-
tives as well as more general meuns of
stimulating industrial R and D. The
group had a December deadline:

The other task force, headed by the
Treasury Department. was to report
alter six months to a year on the prob-
lems associated with transfer of tech-
nology among nations. it hasjust com-
pleted its study and  will present its

recommendations soon to the Federal -

Council for Science and Technology. .
One  additional. step taken by

Magruder after he assumed command

was 10 elicit proposals for new tech-

nologies from private industry. Several -
‘hundred letters went out over his name
"to numerous trade. associations and

individual companies.- This produced
more than 1.000 -ideas, but very few
received thorough study.

Initiatives search: David chose Law-
rence A. Goldmuntz, executive diree-
tor of the interagency Federal Council
for. Science and Technology, to direct
day-to-day operations in the OST's
review of agency suggestions, and
in turn, recruited two
deputies from the Commerce Depart-
ment: John B. Connolly and Harold
Glaser.

Goldmuntz divided the OST stall
into -nine working groups. each with’
an assigned - subject area. The drea
titles were flexible and changed several
times during the operation. but gener-

ally they included = transportation.
communications -+ for social  needs,
natural  resources, urban-suburban
development. - health, care, pollution,
natural disasters, law enforcement and
productivity. .

In  addition to its own in-house

evaluation of agency proposals, the
OST sought owtside advice from blue-
ribbon panels of scientists. economists

and induostrialists in each topic. area.

Magruder . estimates that about 123
outside consultants came to the White
Housé during Octoher and November.

OST evaluation— It was in wrestling
with the second set of questions about

the technology proposals—their im-
inter- -

pact on domestic. problems,
national trude "and emplovment of
scientists —that the first major prob-
lems and delayvs occurred. “The sche-
dule kept slippine.”™ suid. Connolly,
*and the reasons it did related direcily

to the difficulties of tving pa
programs’ to our Specilied national
‘goals. We found a great deal of dis-
agreement in the government agericies
and among the outside experts about

icular

how an R and D effort fitted into over-. o

all priorities.”

Goldmuntz pointed out that in some .
—areas disagreements started back in

the blué-ribbon  panels themselves.

-Transporlauon wy$ a4 case in point.

“Some railroad leaders on that panel,”
he said. ““saw no reason for the federal
government to get into the act with a

subsidized R and D program. Their

attitude was,
thank you.” ™

Problems with agencies—The OST
team found. -in addition, that the
federal agencies that were supposed to

contribuie ideas exhibited a widely -

varying degree of interest in the pro-
jeet. :
Some were highly enthusiastic and

worked hard developing their propo-

sals—the Transportation Department,
for example. Other agencies subriitted
many idéns that either were insuffic-

iently supported by data or which had -

already 'beén rejected carlier by top
policy officials: there were, for exam-
ple. a whole series of proposals first

made during the Johnson Administra- -

tion for exploiting ocean resources,
and a large number of suggestions for
special-purpose airplanes. And some
agencies. like the HEW Department,

tried to be cooperative but never be-

‘came vety. enthusiastic about the new
technology program. .
In the case of HEW, the initial sug-
gestions for healtl and medicine initia-
tives had to be scrapped entirely and a

new package was constructed bcmecn’ .

Du, I and Dec. 15,

Pw.lcr G. Pc(erson

*I'm making money, and
I'm doing fine without -your ‘help,



- Sept.
" operation was moving into high gear.

© "It wasn't that they didn't want to

cooperate,”” says Douglas R. Lord.
who plit -together the final HEW set of
proposals for:Magruder, “but they did
react against amthmc they thuuol'u

- smacked of u.chnology for tcuhnol-

ogy's sake.”
Dr. lan A,

tives such as attack on kidney diseases
and diabetes.

about:the: application of technology to
medicine.- You have to prepare your-

selfl with a lot of homework in ecach

field before vou can really: know how
to apply :technology —in new devices

- or processes, for instance.™
Meanwhile. :an intract- -

Budget cycle:
able problem came more and more to

the fare during October and Novem-

ber: coordination of the initiatives pro-

gram with the inexorable deadlines of
-"the fiscal 1973 budget eycle.

- Department "budget estimates are
normally submitted to the OMB by
30—just when the Magruder

But government agencies were al-
lowed the choice of submmmg their
technology proposals as part of their

original baseline budgets or as separ-

ate packages outside those baselines,
Most chose the latter route, and this
added - gre.ni\ to the burden of the
OMB examiners,

Magruder would have preferred thdt
the entire: exercise’ be placed outside

the cycle and on an independent time -

frame. However, he says. “1t’s difficult

1o get most government bureaucrats to
. conceive of an effort outside the bud-

get-cycle framework: so we lost on that
question.”

_Connolly said: “Bill fought hard
against the” decision 10 tie evervibing
to the December end point. Becuuse
what it meant was that we were con-
tinvally in a crisis situation regarding
deadlines.

*Toward the end, we: were killing
those guys in the OMB. hitting them
with ‘more afid ‘more proposals every

.day. Poor Hugh Loweth was working
practically 2 2d-hour day.’
{Hugh F. Loweth, a staff member in’
- the economics, scienve and technology,
division of the OMB. had been: as.
signed  to
~ Magruder operation.)
Program managers: (n order to keep

‘work  full time  with * the

But we felt there was a .
‘certain naivete in the NTO program

Mitchell. special assis~ -
-tant to the HEW assistant secretary
for health and scientitic affairs. said:
© “We were very interested und did back
" the proposals in the nutrition and food-
_safety arcas —und some medical initia-

" officials — Ehrlichman,

transportation.

ment among scientists and engineers,

Space Shuttle: The Biggest NTO?

L ast fall, Adminislrution_ officials were making much of their plims o
direct federal' research and development dolturs away from space and
delense, where they traditionally have been conceatrated. ‘and into efforts
‘that could help solve domestic problems in areas such as health care and -

- But, ironically, with the failure of the White House' efforls to dcw.lop a...
large package of civilian technology propomls the biggest R and D item
now plunned by the Administration is the controversial space shuttle—a

_ NASA project slated 1o cost §3.5billion and<d generate some 50,000 jobs.
in the aercspace industry in the next six or seven years. (For background
on the shutlie, see Vol. 4, No. |, p. 339, and No. 17, p. 706.)

President Nixon announced that the space shuttle had been given o full
go-ahead on Jun. 3, just afier the Administration had admitted that it was
retreating from the ambitieus goals. it had set earlier in thé NTO (new
technological opportunities) program.

The space-shuttle progrum will have two effects that had been expected
to come from the NTO program: it will funnel sizable amounts of federal
money into high-technology-industries and it will help reduce unemplcw-

Inevitably suspicions-of a trade-ofT arose: But the’ Admmlstrduon flatly
denies that the events are linked. Said Edwin L. Harper, assistant director
of the Domestic-Council staff: I was at all the reélevant meetings and the
two programs were never discussed in terms of a trade-off. The timing of-
the spacé-shuttie decision had an independent history.” :

the program on schedule,
had to begin to make his own presen-
tations during the first week of Decem-
ber 1o .he quartet ¢
Shultz. Peter-
son and Flanigan. - :

By the end of November. the situa-

tion within the NTQ iaitiutives search
was “chaotic,” Goldmuntz said, and
al this point Magruder reversed a

decision he had ‘made at the time of

- his appeintment: he went out to recruit
~a stafl of his own to assist him in the
final weeks.

“We were suddenly under
the gun on-the deadlints.” Magruder
said. “and things weren’t moving fast
enough. There were too many meetings
and too much paper shulfling. 1" de-

cided that T had to have a group of

hardheaded systems-management spe-
cialists to get the program areas into
shape lor presentation to the top men

‘in the White House.”

“1 needed alot more help when we
went forward in answering a series of
tough questions the White House wus
bound to raise: why not have the pri-
vate sector do this project. for in-
stance; or what is the cost/benefit

“ratio on this: or if the government is

gaing 10 get into this, how can we get

the government out luter?™

~On Dec. 1, at Magruder’s request,
NASA :1551gm.d ning program. man-
agers. to -the NTO etfort, and the

- Nationu! Science Founadution supphied

4 economist,

Leonard L. Lederman,

Magruder’

“White House

- ® progrim

“lunt for the NASA
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whose field of research centcrcd in R g

and D, productlvuy dnd economu.

-growth,

Promptly dutbed lhe “Little ‘Ma-
gruders™ by the other goverament
officials with whom they worked, the
group moved into 10 offices in the
New Executive Office Building.

Each program manager was as-

signed to one or. mofe of the loose sub-

" ject areas already established by the

OST staff, and each set out to apply

the program-management . techniques .

developed by the space und defense

‘agencies  to the .inchoate 'group. of -

proposals belore them.

What the NASA team inherited was
a list of proposals that was defensible
from .a technical stdndpoint but which

lacked - detailed analysis in two olhcr

important respecis:
management

with what resources would a program
be developed:

e priorities —the relative: priority of

the various NTO proposals ia relation

to over-all nativnal - policies and to
other R and D efforis.

The first task was:the most impor-
eam. Prioriiy-
setting —thoigh attempted in a pre-

liminary way by the team—ultimately

had to be left 1o the quarm ol White
House officials.

Function—1in explaining how 1hz.
NASA team wis ‘used, Connolly said:

unulysxs— _
how, by whom. on what timetable and




i
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“Their function was not to help us
force OMB and the top While House
officials to say, *Yes, we'll buy this or
that program.” Rather, we wunted

“them to tell us what resources, money

and munpower: it would take if the
Administration decided to go - with a
program: ‘1o answer -questions about

. how you got from A to Bto C.”

" fiseal 1973,

e

" for '-diffcrcnl‘ reasons—they

-added,

Douglas :Lord, who handled
health and nutrition proposals,
roborated. “Basicaliy,
do,” he said, “was to lay out the ob-

the
cor-

jectives of a particular technology and -
“then put together a

resource and
management plan and a schedule for

“its development, ds well as-some kKind

of methad of program evaluation as it
went along.” .

-Tension — l\llhouah the experience
of the program maunagers varicd  in
working with staff of the  OST und
the OM B, several said they felt that—
-did not
wholehedrted support

always have

- from either quarter.
OF the OST's cooperation. onc said:
“It’s true that some of them' resented.

us and thought we were trying to make
a kingdom. for Magruder.” But, he
“it didn’t dl'&cl the elTorl we
were both engaged in.’

Of the OMB. Lord said that they
“were busy and harried as hell: The
work they did for us was top-notch.
But [ did have the feeling that they
had been told that this operation-had
a’ lower. ‘priority - than the . regular
budget negoliations.™
Blue Book: The first-cut screening by

‘Magruder, the OST stafl and the out-

side consultants had produced a “wish
list,” as Magruder calls it. of all the
new technological opportunities that
could reasonably be candidates for the
fiscal 1973 R and D budget. Magruder
had collected them all together in a
compeéndious volume called the Blue
Book.

The projects listed at the hlghu.t
point were vadued at S1.49 billion in
_including about $810 mil-
lion from federal general revenues and
$680 million from a variety of sources:
from federal trust funds — primarily the

- Highway Trust Fund—and from state
‘and local governments and privawe

industry -under proposals for cost-
sharing programs. The total. runout
costs of the list through fiscal 1977
inciuding federul and  other money
amounted to about S11 billion.

A and B lists—Soon after’
NASA group arrived, it -was decided
to. divide the

what 1 tried to -

-month- and  fnaliy

the

proposals in the Blue

Book into two categories—a higher-

priority set of proposals that séemed

to have the best charce of survival,

and lower-priority  programs  that
would go on the back burner. .

“The program mianager for - the
natural resourcgs area, Robert N.

Lindley, explained: “When 1.got.a fix
on my block of ‘proposals 1 found that

some just weren't well thought out; or
the ideas hadn’t vet matured. or a
technology didn™t seem to fit irlo any.

comprehensive resource management
plan. So I tried to reconstruct a pack-
age that Bill could defend as a whole.”

The natural-resources area was so

“complex and contained so many po-

tential programs that Lindley recruited
additional assistants from the Atomic
Energy Commission. NASA, and the
Commerce and Intertor Depariments,
Also. he added a subpackage of energy
proposals,

Changing rmmbersﬂ-Durma Decem-
ber, as Muagruder, the OST and the

NASA team worked over the pro-

grams,” the dollar f(igures shifted
constantly.
According 10 \L:gruder the total

funds lor new obligational authority in
fiscal 1973 dropped to about 5656 mil-
Jion early in Decceritber, then rose to
§779 million by the middle of the
settled at - 5699
miliion. In addition to its {inal request
of $699 million in new obligational
authority, the NTO teumn also put in
for about S300 -million to be linanced
from-trust funds and cost sharing.

The total. runout costs of the final
requests through fiscal 1977 came to
$5.9 billion in new obligutional .au-

-thority and. $8.6 - billion with trust

funds and

added in.
Magruder

numbers.

cost-sharing  programs

<cautions -that “these
oreat deal of significance
shouldn't be attached o the inlerim
totals because we were constantly
playing with new ideas and discarding
ideas that at first h.:d seemed .attrac-
tive.™

Another government official - who
worked on- the program ‘says f{latly:
“You ought to treal any figures you
gct from the NTO team with a great
deal of skepticism. Particularly toward
the end they were living in a dream
world and basically plaving out a
charude, From the middle of Decem-
ber on, the hundwriling was on the
wall —there wasn't going to be any
farge-scale. highly visible program lli

would come vut ol this exercise.”

‘before them,

-another staff aide,

were never fixed for very
dong™ and-a ™

4n which . areas.

. up,

White House negotiations -
Ehrlichman, Shultz.

commilttee for the entire NTO pru-
gram and they in" turn made the uit

‘mate recommendations. 10 the Pr':an--

dent, "

tirely. : -
Two-track system: . The first thres
weeks in December were hectic for o

concerned with' the initiatives programe.,
and Magruder became the focal poimt .

of a two-track ‘system. Even as the

NASA team began their desper.ﬂe ef

fort to whip the initiative areas inta
shape, Magruder had to commenc=
his own presentation 10 the [our White

House officials, He met some |5 times .
with the White House aides, the meeg-.

ings often kusting three ot four hours. -

As the White House group wrestled

with the pros and cons of the proposals
it became clear that the
problems that had plagued the OST

staff and the ocutside panelists carnc:d

through right to the top
“It seemied 1o me,’

White House briefings,
were staggered and overshielmed with
the amount of information and the
complex public-policy implications - of
the programs before them:.™

“They couldn™t give Bill much giid-
ance throughout the . meetings.” seid
“because they werz

Peterson and
Flanigan formed the final screcnimz

who -seems--whalever his disap -
"pointment —1o have accepted them em-

S said one stui:"f -
-aide -who attended the first.of the -
~tthat thew:

at sea themsélves: So they kept pép-- |

pering him with questions 1o go buack

-and work out about Ihlb or lhal pro-

posal.” e
There were frustrations for the pro-
gram minagers also. “The dual-track

process.” says Lindley. “*did have an

mhibiting impact. “We'd get one pro--

gram ready:. Bill would go up with &1

-and -come back with a series of ques-

tions, which hit us as we were in the
midst of preparing another proposal™

A major difficulty for vs” sabd
Douglas Lord. “was that for obvious

_reasons we were not privy to the broad

picture, ‘the total budgetary strategy —

or LOH\Ll‘bLi) where' it nLchd beeficz

Mggrua'er—-ln rctruspccl. Magrude::- '

defends the searching. skepticul ques-
tioning the proposals: received.  He
says: ©
with real admiration’ for the checles
and balances built into the decision-

making process; the kinds of new pre

_ . Tor instunce, R and £
funding, ‘had already been strengthened

*t emerged from the experienose




g The'”Wish List: Big 1deas for New Technologies

"~ At its high point in Decermber,

the White House list of possible

new - technological . opportunities
{NTOs) that the federal govern-
ment could subsidize included pro-
graras valued at $1.49 biltion in fis-

cal 1973, with runout costs of about
- $11 billion through fiscal 1977. Not

all of the ideas on the list were pre-
sented' by William M. Magruder,

who managed the search for néw -

technology initiatives, to higher of-
ficials in the White House. Bat the

fist below includes some of the-

large-scale initiatives that were
considered seriously during Decem-
ber. None survived in the form or
‘size in which it was presented,
though some~appear in the fiscal

1973 budget .as drasticaliy scaled-
down pi-!ot or experimemal pro-

grams,
Nuclear ship:- The proposal called
for development of a nuclear-pro-

‘pulsion system of 120,000 horse-

power for a large merchant ship or
tanker. Dueiopmem cosis were 577
million,

Deep-water‘ ports: Plans were put
forward ‘for the design of offshore

terminals for deep-draft tankers.
~The cost of the offshore factlity de-
sign would have amounted to SI8

million through fiscal 1977,

Plowshare: The NTOQ leaders sug-

gested “that the "AEC's Plowshare

program for the peacelul uses of -
atomic energy be accelerated with -

stepped-up spending. Specifically,
they wanted a mueltipte-detonation
demonstration project to prove the

commercial feasibility of freeing
-natural gas from tight rock forma-

tions within the next five years. The

costs 10 the federal government

through fiscal 1977 would have run
“to about $60'million.

Nutrition; The Agricutture Depart-
ment proposed<and Magruder
“.pushed hard for—an item- b\ item
analysis of the nutritional content
of the nation's food supply. Agri-

cultire officials argued that with.

the rapidly changing nature of the
food supply —more and more pro-
cessed  foods.” nmew  fortification
agents, frozen foods. and so forth
—it has became almost impossible
to establish guidelines for a proper
diet.

Food safety: A Lompiemcnlarv pro-

gram, suggested by the HEW De-
partment’s Food and Drug Admin-
istration, would have identified and
analyzed the effects of naturully

_occurring toxins in the Tood suppiy.

It would have labeled hazardous
substances, including cancer-pro-

 ducing components and those caus-

ing genctic defects. The two pro-
grams together would have cost
3135 million through fiscal 1977,

Northeast - Corridor:  Full-scale
development  of high-speed  rail
transportation- in the Northeast
Corridor received high-priority con-
sideration. It would have faid out a

multi-million-dolldr attack on a

major Lransportation problem by
straightening and modernizing rail-
tracks in ‘the East, refurbishing
train stations along the routes and
building parking facilities—all in

-an_attempt. to increase the use of

rail transportation.
{Another transportation proposdl
that got serious consideration was

computerization of freight-car han--

dling.)-
Continental shelf

surveys of the continental shelf
along the northeast coast und the
Gull of Alasku. These surveys and
maps would have provided the basis
for step two of the program: the
beginnings of limited development

of the mineral resources, in these
- offshore areas. :
Integrated modular utilities:” One

proposzl was 1o assemble and dem-
onstrate a technology that would
have integrated. sewage disposal,
solid-waste disposal. power, heat
and light into a single system. The
integrated-utility ~ system  would
have achieved major fucl-cost econ-
omies in cluster developments such
as. apartment  buildings, garden
apartments and- Stfice -buiidings.
NTO leaders urgued that by 1986,

with 4 23-per cent market penctra-’

tion, this system could save $! bil-
fion annually from lower fuel con-
sumption.

" Solid-waste disposal: A demonstra-

tion project for the recveling of
solid wastes in a city of au least
300,000 was among the proposals.
Chicago was actively discussed as
a site,

--‘,\nother idea
" was o map out and produce geo-.
. physical. geological and resource

Aviation: There were numerous’
proposals for development. of spe--

cialized aircraft, particularly to deal

with natural disasters and weather -
" ‘modification. Two aireraft were es-

pecially pushed: a helicopter for use
‘againit forest fires and an airplune

specially outfitted for weather mod-

ification.
In addition. therc were several
suggestions for government leader-

ship in developing planes for short-
and medium-haul intercity flights. -

Some of these proposals survived
in the Defense Department budget:
Defense was given extra money for

. programs that would convert readi-

lv 10 the NTO- suaeested civiiian
needs. :

Communications “for social needs:
Propesals to use electronics for so-
cial purposes cut across many pro-

gram areas and included, in Ma-
gruder's words, *some of our most -

far-out-and imaginative ideas.”

The concept of a “wired city”
was at the farthest reaches of the
program. Under this system. indi-
vidual citizens, through devices in

their television sets. would be able
1o communicate directly with -al- -

most all urban social service agen-
cies —including health, welfare and

‘police-protection-programs. ‘
There were a number of propos--

als for development of computer

software for domestic needs and

programs. .

High-priority consldcrdlmn was'

given to developing computer soft-
ware in education and health care,
particularly in hospital admlnmm»
tion.

Resource survev: In the natural re-
sources ares, a multi-million-dotlar
survey of the nation’s mineral and
industrial raw materials  was pro-
posed. NTO leaders "pointed out

‘that-the nation will use as much

raw material in - the period 1976-
2000 as it did in lhc an:re 200 veurs
previously.

They argued that an mv;nlorv

was b.ldl) needéd as a basis for

'_ policymaking.

Kidney disease: Late in th:. sereen-
ing process, HEW presedted a pro-
posal for 4 mejor cumpuign against
kidney diseases, comparuble to the
etforts the Administration has be-
gun in the heart and cancer arcus.
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Edward E. Dﬁ-vid _
posals we were presenting had to be
forced to give solid, in-depth justifica-

tions; and we received a fuir-hearing.™

Government officials who worked

- with him during December, however,

say that the sequence of events was a
frustrating experience for Magruder.
Says one carger official, *Bill did think
that on’"some programs the top guys

" were being unnecessarily cautious, and

R

e T

he kept chafing at their seeming in-
ability to make up their minds.”

*As a group.” says Connolly, the
NTO staff “may have been relatively

‘naive; perhaps we had our own blind-

ers on. Some of the projects seemed so-

- obviously right for the country to do,
‘we prob.xb]y underestimated the bar-

riers also associated with them.”

Final list: Time ran out at Christmas,
After almost a month of going around
and around on the wide-ranging set of

- new technology programs and oppor-

tunities, the White House team gave

" up, lowered its sights and pulled back

from all major new projects.
The OMB had begun, during De-
cember, to work on a more modest

“backup list that would, in the words of

one government official, “illustrate
with certain pilot programs the direc-
tion the government was moving to
deal with a set of problems.” The list
contained no expensive, showcase new
technology initiatives.

Soan dfter Christmas, a memo ém-
bodying these OMB recommendutions
went from Ehrlichman's office to the
principals ‘involved in the NTO pro-
gram, saying in effect, “*Here's the list.
Bullerproof it.” “Bulletproof,” in the

" parlance ‘of the White House stalf,

means analysis of a proposal or pro-

- gram for all possible problems and
‘complications for the President.

~take-off-and-landing

Reaction—There - was “a certain
amount of dismay™ among the NTG-

staff members when the finaj list was

revealed, says Lindley. .-
, "It did seem arbitrary and not to
follow . our recommendations,” says

" another initiatives program manager,

“Some proposals not-high on our pri-
ority ist survived, and some that we
pushed hardest dlsappearcd "

Residue—The . Administration says-
that the fiscal 1973 budget contains a
$737-million increase in civilian re-
search and development funds.

There is some disagreement, how-

ever, even among Administration offi- .
" cials, about-how much of this money is

directly attributable to thé NTO pro-

-gram,

One career bureaucrat who worked
on the program said: Il you could
really take a scalpel and pare down to
the bone on the R and D increase,
you'd find no more than zbout $125

'milllon that came from Magruder’s

propomls

Magruder maintains, and ks claim-
is supported by the OMB, that about
$400 million of the $737 million repre-
sents additional funds from Lhe NTO
recommendations.

Among others, he cites increases in
the following areas as resufting from
the NTO anulysis: emergency health
care, development of high-speed deliv-

“ery electronic mail: coal gasification:

modegls for regional air poliution sue-
veillance; advanced - personal rapid
transit ‘systems; earthquake predic-
tion; fire research and an integrated
modutar utility system for cities.

in addition, he says that about $130
million was added 10 the Defense De-
pariment budget for dviation projects
that hold promise for civilian use, in-
cluding a short<take-off-and-lunding
prototype aircralt; a new turbofan jet
engine with a 20,000-pound thrust for
commerciil short=haul planes; a proto-
type heavy-lift helicopter; a vertical-
prototype air-
craft: and a microwave guidance sys-
tem for aircraft landing in all weather

- conditions.

The total money issue is complicated
because much of the NTO-related in-
crease  went  to programs
planned or being funded by the gov-
ernment, and it is difficult to sepurate
out that portion of the increase which
resulted from the normai budget négo-
tiations and - that portion that emerged
from the Magruder operation.

What scems-to be the case, though

" tax-reform - proposals wil

already -

rnera

. Edme Harper .

process, the Administration had two
sets of figures: thosé associated with’ am

increase of about $300 million from the

regular. negotiations and about $40

million from the NTO effort. The two

columns were “collipsed together,” in

the phrase of one OMB official, and

thus the NTO programs and reguiis

increases completely lost their separate

identitics.

Econcmic mcentlves The Admlmstra-'
tion’s decisien to draw back and

launch no spectacular technologicai

demonstration projects was paralleled

by a determination not'to propose any'
‘of the wide variety of options available

for stimulating industrial R and D.-

On Aug. 13, when he annouaced the
wage-price freeze, President - Nixoa
had specifically direcied the Secretary
of the Treasury **to recommend (o the
Congress in January néw tax proposals
for stimulating fesearch and-develap-
ment of new industries . . . '

Tax incenlives were e\cplored i
depth as 4 means to stimulate indus-
trial R and D by the NTO task force

‘fed by Solomon of the CEA, which in-

cluded representatives from the OMB

“and from the Commerce. Justice and

Treasury Depariments.  Despite  the
President’s August mandate, the group
recommended against tax reforms.
Although -officials who worked on
not talk
about ‘the ideas they considered.
Magruder said the economic-incentives
proposal most seriously discussed was
a 7-per cent tax wrile- oxf for R and D
expendilures. '
“The tax writc-off would have cosz
the gmernmem severat billion dollars”
in revenue,” Mugruder said, “and the
problem we faced was that there are ma

is that at the end of the budgelar_‘--‘\ methods of quantifving accurately the

e
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. each other,”
"o just say that the forces and arguments

“social and economic benefits to be ob-
* . tained from this loss. Treasury put the

- onus of responsibility on us to make
‘that case, and we found that there

weren't tools available 10 prove it.”
David corroborated Magruder's: ex-
planation - in testimony before the

House Subcommiitee on Science, Re- .

search and Development on April 12,

Theé reason shat proponents of tax in-
" centives lost,
- “were unable to carry the burden of

he said, was that they

proving that their proposals would, in
fact, ‘accomplish the desired end and

‘that. the net effect after restructuring

the laws . .. would be a positive bene-
fit. Their proposals were made without
adequate evidence of cost-effective-
ness, economic tradeolfs and the re-
allocauon of "private and public re-
sources.”

(Nenher'Solomon nor Alan K. Me- -

Adams, who' performed much of the
CEA staff work on the tax proposals,

“would respond to questions about the

‘NTO group’s reasoning. “{'m tired of

having the press quote members of this
Administration as being at odds with
Solomon said. *You can

" against tax incentives won out over the

forces and arguments for them.™}
"Harper: When the retrenchment oc-

curred all along the line, Ehrlichman
quictly askéd his assistant, Edwin L.

_Harper,; to pick up the pieces—to work

out with the OMB a means of folding

“the surviving NTO programs into the

* that

1973 budget and to devise explanations
of the NTO program'’s results.

- Harper is assistant “director of the
Dormestic  Councit,

His' behind-the-
scenes takeover of the NTO program
fulfilled the prediction of one former
Domestic Council staff member, Wil-
fiam E. Kriegsman, now at Arthur D.

Little Inc. Kriegsman, who had major

Tesponsibility for science policy before
he teft the council last June, said in

: . October that “Magruder’s conspicuous

position constitutes an anomaly in the
way the council usually works™ and
“sooner or later, a relatively
anonymous staff aide will reappear to
handie the political decisions.” '

- Harper maintains that there is today

- no single Domestic Council staff mem-

‘ber who performs Kriegsman's duties.
Harper says, however, that he keeps
Ehriichman - informed “on matters of
impottance in the field of science .md
technology.’

David: With the shuldo“n of Mugrud-
er's operation. the President’s science

- adviser moved back to center stage as

‘the chief Administration spokesman
on science policy —and. on thc NTO
program.

" Beginning with the “Jan. 22 budget
bricfing, David has fielded all ques-
tions concerning the NTQ program

. and presented the Administration’s of-

ficial - position regarding the aim and
results of the Magruder operation.
* The official line, as presented by
David at the Jan. .22 briefing wus that
“the NTO program was but one of a
number of inputs to the budget™
it “would be difficult if not impossible
to separate out its comnbulmn from
“that of other inputs.”

Significantly,

fort in the:past tense. and he would

“comment no further on the program.

Also- significant was Magruder’s con-
spicuous absence from -.the budget
briefing, as well as his absence. six
weeks later from the press briefing be-
fore the President’s spectal message on
-science and technology went up to
Congress. .

Im a recent interview, David re-
ferred to the NTO experiment as a

“{ruitful and necessary exploratory ef- .

fort.” Similarly, Harper told National
Journal that the NTO program had
. been aimed only to “stir things up, to
generate some new |dcas to get things
moving.’

Like David, Harper is re]uctant to
-admit that at one time the Administra-
tion hoped to comeé up with a package
of large-scale new technology pro-
grams that the government - might fund
entirely or stimulate through tax incen-
tives, loans or cost- -sharing arrangc-
ments.

Reasons for retreat

In interviews with participants in
the NTO program and with knowl-
edgeable outside observers who fol-
lowed it closely; four factors were most
.often cited as central o the failure of
the Administration effort to produce a
profound and immediate turnaround
in the nation’s R and D policies:
~ ®the choice of Mugruder to lead the
" drive;

sthe timetable and organizational
framework for the NTO program:

e the severe shortuge of money for any

- new federal projects in fiseal 1973:

e.und mostimportant, the complexity.

of the problems associated with mount-

ing a host of major new technological

initintives.

Magruder: . Magruder’s appointment

produced mixed feelings {rom the be-

and |

the - science advxser'
- was already speaking of the NTO ef-

 ginning. and today estimates of his as-

sets and liabilities vary greatly,
The NASA program managers who

“ helped him have high praise for his

talent and drive. For example, George
W. Cherry, who worked on the traas-
portation package, said: “He probably
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had -an_ impossible task, but I thiak he -

© came as close as-anyone could to pull-

ing it off.”

Some government administrators of
science” and techiology programs aiso
found much that was"positive in his

leadership. Said one ‘carcer official

who worked closely with Magruder on
the program: “The image of Magruder
as a mindléss SST and aerospace ad-

vocate is unfair and inaccurate. | was =~

amazed at how much information he
assimilated afier he took over the pro-

gram, and with his good sense in eval-

vating programs.”

And Lewis M. Branscomb, who un-
til May & was director of the National
Bureau of Stundards, stated:
to me that Magruder did as competent

~ a job as possible in translating the de-

fense and space mode of operations to
domestic R and D problems....1
suspect that the deficiencies stem lrum
this - defense/space  approach - rather
than from “agruder's ow 2 leadership
capabilities.” .

There -are others, however,
trace many problems associated with
the NTO program to Magruder. and
to the difficulty he had in getting
along with career bureaucrats.

Said one official who worked with

him: “He’s an able and dedicated guy,
but he managed to irritate a helluva lot
of people while he was here . ... He's

so goddamned apgressive. We kept

1t seems

who

telling -him to hide his aggressiveness. . .

and for a time he did. But he doesa™t
suffer fools gladly; and when the pres-
_sure was on, he just couldn’t Lcep him-
" seif from going for guys’ throats.”

A second member of the NTO op-
eration said: **Bill can be pretty blunt,
and undoubtedly some people didn’t
like the way he operated. He got te be
seen as a-threat to a lot of pmpie He
kept pushing into everyone’s program
area, and that can be deadly. My own

guess is that as lime went on he rubbed

even Domestic Council guys like Har-
per and {John C.) \&huaker the wrong
“way.'

The offictal addcd “}\ot ail of the
animosity and foot-draggzing wus his
fault by any means. This was a crash
program, and there just weren’t enough
hours of the day 10 soothe everybody s
feelings .. .. He walked into a sysiem
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-worked under.”

- bate.

‘that had been functioning certain ways

for vears: and at almost every step he

.was bound to trample on long-estab-
lished rdauons between governmem'
- agencies.”

*I would Have taken the fnessc ofa -
_ Vatican diplomat to have kept every-

orte huppy with the conditions -we

' said Goldmuntz,
Magruder’s visibility— Magruder’s

visibility and his public statements

about the scope of the NTO program _

are also a source of contradictory de-

-From September 6n_

. his inaccessibility. Magruder says: that

. Deadlines,
" time constraints Magruder faced were
a factor in the difficulty he had in -
pulling a technology package together,

-six-week -basis.”
" were persistent rumers around the Ex-

he remained to the end reluctant to

- grant interviews, and did so only after
the White House asked him to correct

misinformation that was coming from

unsupported -rumors.

Yet, according to- several officials
who had .access to the principals in-
voived, Magruder’s statemeats - and

speeches —few though they were—be-.
_..came a greal source of worry to the .
" White House, particularly 1s it became

evident that no major initiatives were
going (o resilt.

Says one official: “Jesus Christ,

‘thére was Mugruder in Deceniber still

talking about the hundreds of govern-

- ment birreaucrats working on the pro-

posals and the thousands of industry
suggestions that were pouring. in and

holding out the promise of a huge gov-

ernment coniribution.” At the same

“time they were getting nowhere in the
‘White House meetings.

“Peter F]d!‘llgdn went up the wall
when his contacts in the business com-
munity told him that hopes from that

© sector were rising astronomically.’ He
" knew they were bound to be dashed,

and that the whole program might ex-
plode in the Administration’s face and
becorhe a big political liability.”_

organization: The severe

and they also contributed to the bu-
reaucratic sirains already present.

It was' because time was- running
short that Magruder recruited his staff

- of program muanagers, and at the time
Magruder’ emphasized that they were

“brought in strictly on a temporary,
- Nonetheless,

ecutive: Office Building und in the gov-
ernment agencics that this group would

form the nudeus ol"a permanent NTO
staff.

rep_orters )
around Washington complained about.

there:

Lawrence A. Goldmuntz

Despite Magruder’s denials, ‘these

suspicions catsed problems “for the
NTO operation. Said John Connolly:
*We got greal cooperation from them,
but it is true that agency bureaucrats
are’ much more institutionally than

program-oriented. One of the first
" questions we always got—either di-

rectly or implicity —was:- ‘How does

this fit in with our own programs and -

who's going to be in charge? ™
Goldmuntz also said he thought that
talk of institutionzl change at the
White House level to guide the tech-
nological initiatives was 2 d:sturbmn
factor;
Budget: In October; just as the NTO
dme was gathering momentum, OMB

“officials already were predicting that it

would be very difficult to break out
money for new programs in fiscal 1973

. because the. President’s new economic

policies would contribute to big bud-

gt deficits,

Indeed, projections for ‘the fiscal
1972 budget deficit—now estimated at
nearly $39 billion — weighed heavily on
the NTO program.

The budget considerations gave par-
ticular force to a iraditional OMB pol-
jcy question that cume. up- again and

" again in the December screening ses-
- slons:
“ nomically sound, why not let the pri-

if- this program is really eco-

vatle sector carry the ball?

“They hit us frequently with concern
abouwt overtaking the private sector.”
says Goldmuntz. "On some programs
I think we had good answers 10 that
question, but often we didn't have

time to develop them in depth.”
Flanigan—Peter Flanigan Tikewise
said it was not money but pulicy deter-
minations that controtled most of the
cuts. He told National Jourral: “Wha

\

hY

“happened was_that from a very long

list of possible new technology initia-..

. tives, a-certain. group was chosen. If

anybody thought. that all of the possi-
ble initiatives should have been chosen,
then of course the list is shorter than @t
would have been. But initiatives -
weren’t cut: for budgetary reasons, but
rather on the basis of what was an ap-

.propn.ue aclmty for the fcdeml gov-"

ernment.” ot
Changed chmate Per.erson ac-
knowledged, in addition, that a gen-

eral change beiween September and
December in the trend of economic ;.

thmkma within the Administration af-
fected year-end decisions. on the

.amounts of money that should be com-'

mitted to the program. .

The NTO effort was launched in the
midst of a flurry of bold policy deci-
sions . by President Nixon -aimed at -’
dampening inflation, redressing the |
adverse balance of trade and setiling
the urislablc intt:rn'ational- monetary
situation.

In September, there were high hopf:s
of a quick turnaround on a number of
economic problems. By ~December.
when the final decisions on. the NTO -
proposals were made, the climate had -
changed substantially. o

The Administration found  that

many ‘of the problems it had at-

tacked —currency, inflation. baldnce of .~

trade—did not admit to short-term
sobutions. “This knowledee did affect -
us.” said Peterson. *We did think in

“the summer that we' could do more

and do it quickly. By Ddeember, we
were determined to go slow.

Complexity, lack of knowledge' Moref .
important than any other facter in]
causing the  Administration to bac
away finally from major ‘new tech-
nological initintives and costly incen-
tive -policies was the growing realiza-
tion by key figures that they really
knew very fittle about the nature of the
technological-innovation process.
Locking buck on the NTO opera-
tion, Secretary Peterson says: *“What
became clear was that we needed to
know a-lot more about the manage-.
ment of the R.and D secter; and that
untilt we gained this knowledge, we'd
better be very cautious.” i know that

'some pf the peaple who worked on the
NTO program were disappointed, and - - 1
" thought we could have moved ahead

faster,” Peterson added. **But | didn't -
think we shotld jump into anyiiing.
before we knew where we were going.”
" Science adviser David echoed Peter-
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“‘major |
- government in the R and D sector.”

“he said.

" politics, -

- cations for social needs aren.”

ina we learned:

at )ou don t stari at the top and”

at the bottog
_ \ . Bis-
inghoff, deputy dircctor of the NSF
said - simply: “That exercise verified
that. we do not know how to muke
interventions by “the federal

Goldmuntz,  David—Goldmuntz,
who -was .at the fulcrum of the initia-
tives screening process. pointed out
that those programis which survived
were those “'most isolatable {rom any
complicating ~social. ‘economic,. or
political factors.”

“Almost all of the big programs,
that went up to the White House were

- freighted with social or institutional or

political or structural ¢omplications,”
*“As. the developers of the

programs, “~we  probably underesti-

‘mated thém, but the White House

team had o factor them in carefuily.”

David miade much the same point
when he noted that “one of the things
many of us had .driven home more
clcarly than before was that R and D

- is not the whole story —you've got to

take  into account customs,
existing = structures
whole host of other things when you
attack a technological issue.”

Examples--Goldmumtz  gave

mores,

“Take the development of

pushed that pretty hard. and who can

argue that it shouldn’t be a high-
priority item? But in analvzing that |

proposal the White House also had to
take into. account the fact that there
are several thousahd government juris-
dictions involved, that the Penn Cen-

‘tral is not the most popular railroad in

the country today. that it might get
athwart union work rules—and well, a
ni.lmber”ol' complicaied issues like this
came up.”

“Much the same kind of thing oc-
curred with our ideas in the communi-
he said.
“We put forward a number of com-

munications proposals in the welfare’

and health areas. But we guickly. got
caught tn a crossfire between the Cor-
poration "for Public. Broadcdsting. the

- Office of Telecommunications Policy
“and the cable TV interests. The pol-
icy. questions were just too complex.”
"~ And so it went with other programs.
" The AEC’s Plowshare program to free
natural gas from rock formations with -

nuclear -detonations rated - high. but

o
" would have faced substantiul opposi-

Jimplications for oil policy,

‘and a -

seve
. eral specific examples of what he
© meant.
" high-speed -rail “transportation in the
. Northeast Corridor, for instance, We

 nities for R and D investment,
i’s not pork barrel—these are pro-

. major

environmental animosity ‘meant that
the Administration couldn’t touch it
in an tlection year. The offshore pornt
deep-draft  tankers.  similarly.

tion from the Governors of the Middle
Atlantic- and Northeadtern  coastal
states, off whose shorelines the facility
probably would be-built. And u large
program for an integrated urban utili-
tics system would have raised opposi-
tion (rom unionized municipul workers.

Presidential  options —The
House also came to realize that some
of -the technology proposals. would
have pushed the Administration fur-

ther along than it wanted to go in cer-

tain policy areas at the moment.
*The name of the game around here

~is to keep the President’s options
. open,”™

says an OMB staff member.
He cited the offshore port project as
one in which “the technological com-
mitment would have ‘had substantial
nationai
security and the entire natural re-
sources policy.™ {For a report on the

policy implications of offshore oil .
“terniinals, see Vol. 3. No. 49, p. 2389.)

“You just can’t expect any Admin-
istration to box itself in with a whole
group of these long-term pohc» com-
mitments,’ hc said.

Overview
Whatever their reaction to the con-

_crete results that emerged from the
NTQ operation.
_officials who worked.-with the  pro-

most government
gram say that it was an important ex-
ercise because it sensitized agency
personnel-and top political -officers in
the White House to the opportunities

“and the problems involved in govern-

ment policy toward R and D,
‘Argued Goldmuntz: “There were

some disappointments for those of us

who worked on the program, but we
did show ‘that there are real opportu-
And

posals that will call for substantial
commitment of resources "but which
can make real improvements in the
quality of life in Americun’ society.”

And a career OMB official who has
responsibilitics - for  “science
funding satd: “The political officers

in the OMB began for the first timé to-

understand the complexity of the R

and ‘D process—its complidated- refa-
“tionship to such things as balance of
‘trade, productivity und jobs.
really exciting to sce those guys learn
what they learned and come Lo the

It was

White -

conclusions that they did,
outcome was so uncertain,™

Departments: Burcaucrats in chirge

of R and D planning for the civilian -

departments likewise cons:duud the
éxercise worthwhile,

‘Harold B. Finger, assistanl secre-
tary for research and technology

‘the HUD Department told National

Journal: " “The - educational process
was important for those at the-top
who~have to set priorities and . time-
tables. Here at HUD we wrestie wigh’
the outer parameters’ of R and D
problems  ail -the time— with the “con-
flicting sociul. institutional and po-
liticat guestions that form barriers 1o
technological innovation..

“But [ think elsewhere there has
been an attitude -of impatience. 2
desire for dramatic, clear and imme-
diate results. A ‘lot of people now
know there’s no reason io expect this
—that trying “to get short-term Yixes

~will only compilcatc the solation 1o -

long-term problems.”™

Alfonso B. Linhares, a technofcg}‘.

specialist at the Transportation’ De-
partment, said that Secretary John A,
Vaolpe dnd- Robert H. Cannon Jr.. the

assistant secretary for systems devél-

Opment, “are very anxicus to continue

the intense review process we went

through on the NTO proposals as a

part of our regular program analysis, .
helluva lot

... We also learned a
more about how the OST, OMB and

- White House. types think —what cri-

teria they seem 1o c.ons:der :mporum
on R and D projects.™
The briefing: One of those who at-
tendéd Ehrlichman’s Jan. 26 briefing
‘described the affair as “un claborate
funeral and burial ceremony.”
‘But-others were impressed by avor-
able reviews the exercise was given
by key policy officials present.
Said one: v
that the Administration had been
wrestling with the massive issues asso-

ciated with R and D for three years: -
and though it might not seem that we’

had accomplished much, we had given
them more insight into their problems
than any other exerdise they had tried.”

Surveying the results of his efforts
Mdgrudu said: “F'm satisfied that we

Cserved the top decision makers in i

least bringing the conflivis and hurd
questions” aut into the open.... Be-
yond that, ‘as John E.hrln.hm.m wid
us at the farewell briefing, the opera-
tion gave the Adminisiration & whole
credenza of projects whose time will
come sooner or later,” '

when the

Ehrlichman pointed out.’
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.COMPARATIVE STATISTICS FOR FISCAL YEAR iVl

R, THE MAJOR R & D AGENCIES OF THE EXECUTIVE BRA]

AGENCY R & D BUDGET IN MILLIONS 1,443 | 1,319 1,801 | 2,244 | 3,272 3,070 245 | 294
.. NUMBER OF AGENCY PATENT ‘ _ ﬂ
AEIGQNE&S (INCLUDING ACEhTS) 3 47 79 96 - 33 ‘37 8 7
2. TOTAL NUMBER OF INVENTION - :
DISCLOSURES RECEIVED 279 1,502 1,675 1 954' 2,475 1,475 154 162
3. INVENTION DISCLOSURES
~ REQUIRING A DETERMINATION OF
- GOVERNMENT, INTEREST AND/OR - L _
. PATENTING. EMPLOYEE 60 - 19 - 843, - 960 | 159 | 204 76 152
: CONTRACTOR . 166 1,448 526 _760¢ 2,130 881~ 78 10
TOTAL L26 1,467 1,369 1,720 720 : 2,289 1,085 154 - 162
. 4. NUMBER OF INVENTION REPORTS | - A - -
~ PROCESSED PER ATTORNEY (3 -+ 1) 75 31 17 18 69 29 18 23
—_ — b et e e s e fin ———— e e l
>. TOTAL PATENT APPLTICATIONS : : .1
FILED, S 38 245 428 ‘ 747 _ 274 203 “73 150
e U . S, : : f : {
6. NUMBER OF PATENT APPLICAT- | : .
‘ IONS FILED PER PATENT ATTORNEY | 13 : 5.2 5.4 7.8 8.3 5.5 _ 9.1 21
y (5 __1) _ 1 : . l
7. PERCENTAGE OF ITEM 3 ABOVE _ : : g : B
""" ~ON WHICH TATENT APPLICATIONS 7% 17% ' 31% R0y A - 12% 19% - 48% 92%
'WERE FILED. - (53-=3) ) I
. 8. NUMBER OF DETERMINATIONS- : _ d
- GIVING GREATER RIGHTS IN - - 28 6 - 6 -7 : 75 O_ ' 1 0
IDENTIFIED INVENTIONS, . :
© 9, NUMBER OF R & DB CONTRACTS o : . _ : : _ g '
~WITH 13ATENT CL AUSES ' o 1,964 220 1,425 - 2,223 | 1,291 3,591 258 151
LO NWUMBER OF R & D GRANTS ‘ ] ] 5 .
' NILH PATEWT CLAUSES ' _ 10'231 Q .o n212 3 f 336 378 241 0
a. The DHEW Patent staff is currently handling all of the VA's and AID's patent problems in cases related to the Department s h(
b, Disclosures in which the contractor has exercised its first optlon to retain title based on a contract clause providing this
T item which explains the difference in totals between items Z and 3.
e, Substantially all of these disclosures represent inventions in which the contractor had a flrst option: to retain title, but «
o that these inventions had no substantial commercial potential,
. 2. These determ1vatxons were handled by the NASA ”Inventlonq and Gontrlbutlons Board”, not- by the NASA patent staff




SIN ALUMNI RESEARCH FOUNDATION

MADIBON, Wig. 83707 + TELEPHONE (608) 263-2500

March 9, 1978 263-2831

r. Frank Press Director

Office of Science & Technology PATENT BRANCH, 0GC

. Policy DHEW
The White House
Washington, D.C. 20500 MAR 16 1978

Dear Dr, Press:

This letter is sent to you on behalf of the Society of University Patent
Administrators to voice the collective and gindividual concern which
members of our Society have regarding a fundamental consideration
in the approach to a uniform government pfatent policy

Advocates of the title-in-the-government. approach to such policy in
their sweeping recommendation have drawn no distinction between
basic, applied and developmental research. In so doing they have
not and apparently are unwilling to take into account the different risk
factors involved in and appropriate to these various kinds of research
effort,

A member of our Society, Mr, Willard Fornell of the University of
Minnesota, has prepared a short paper which addresses that issue
with some particularity, Since that issue has not to our knowledge
been addressed in any detail in previous discussion with, or in written
material submitted to, your office with regard to your consideration
of an Administration position on government patent pohcy your careful
review of the attached copy of Mr. Fomell s paper is respectfully
urged and sol1c1ted

Please note that the peper "Analytical Basis for The Univerﬁt} Position
on H. R, 8596" sent to you with our letter of March 1, 1978 is referenced
by Mr, Fornell,

~ Very truly yours,

: . .Howard W.: Bremer L oy
o o ‘ .+ President, Soc1ety of Umversuy
HWB:rw ‘ Patent Administrators
Enc,
bc--Mr. Willard Fornell o
SUPA Officers & Trustees.




UBLIC CRITICISM in recent years
of waste and inefficiency have comr -

_bined with almost static Federal funding -

appropriations to hamper the meanmg-
ful push for technological growth in

" military, space research and even nucle-

- ar power programs. In several mgmf:cant
. cases lately - rmhtary aircraft develop-
. ments, earth mappmg satellites, manned

orbiting laboratories, c'ommand/c_ont_rol

" gystems — potential long-term technol-

ogical advance has been sacrificed to
short-term demand from higher Federal .

- - authority ‘that year—to-year expend1tures
~- be held down,

.But, though these pohtmal and econ-

©.. omic" pressures make progress more dif-"
© ficult for research and development in

the Defense Department, National Aero-

- nautics & Space Administration (NASA) .

and the Atomic Energy Commission

. (AEC), politics and ¢conomics prevent

almost absolutely the meaningful appli-

" cation of aerospace .technology to non-
.. Defense, NASA and AEC programs. _
- - Potentially, the aerospace industry’s
- opportunities to spin-off its military and -
space research and development (R&D)
.expertise into othér Government pro-

grams are almost limitless, “Laboratory=
sized -demonstrations’
well enough to the unbiased observer. In .

. fact, though the industry -R&D. and

- systems management experts have been
working on the challenge — in some .

‘cases for more than a decade — they -
- have run into a large, complex and

" “frustratingly obstinate array of Govern-
- 'ment roadblocks. Not the least of these

is a general Government lack of under-

E .standing about and appreciation for just
“-what. kinds of incentives will trigger
_indistry into significant action.

Ip the vernacular of industry, apply-

... -ing. technology to the significant solu-.
“tion of civil government problems, e.g..
- pollution control, improved health care.
"~ .and education, law enforcement, urban
. renewal, tramsportation modernization,

préservation of natural resources, even

- modernization of Government business

practices, themselves, is not'so much an .

" .R&D problem as it is a marketing

"~ problem. The root causes of the .prob-
“lem lie in the imperceptive, often anti-

_ quated, political and economic practices,
" of the Government, itself, -

Since World War 1I, the United States

.. has spent some 3200 billion on research
i-"and development about 80 percent of it

L+ T Y

Technolo y?

the Meonmgful
Use of Aerospace

nghhghts. o

i_Politics ‘and economics: prevent almost absoiutelv the meamngij

*‘have proved this

_application of aerospace technology 10 non Defense NASA and AEC--

Qrograms.

“2_The present lack of wrefullv de‘flned commstment is what beglns'
to produce an indecisive drift in the use of technology Thls country

runs on.the advocacy process.

3-Us. industry can no:longer afToru the nigh cost of ﬂ&{} to meet"

natlonal needs Other countrles subsndlze. TR

" efforts. For most of that period to date,

the general public and . thejr mirror .

image, - the Congress, approved. those
expenditures almost without question,

except here and there on an individual
. project that ran into development diffi- "
_culty Even then, implied in the criti

cism was a feeling of public urgency

- that the program must succeed,

- In _the last half-dozen years; faced
with burgeoning domestic crises and

- frustrated over the trends.of the war in

Southeast-"Asia, -that endorsement has
turned to criticism and condemnation.

" Moreover, political opportunists (some :
of them in very high places in Govern-

ment} were quick -to seize. on this

change of attitude and exploit it to their .

own parachial ends.

“Among the once-unimaginable indict-
-ments leveied at aerospace technology:
it was a major reason for poliution; its
high -cost “was being paid for with

national neglect of the needs of people;.
while people’ starved, technology re- -

turned nothing on the investment in it,

-except some ingpiring television.enter-

tainment during. an Apolio trip to the
moon, _ College ' professors, many - of
whom should have known better, used

self-imposed = cancellation - of Federal -

R&D grants as a. political weapon to
protest Administration policies and

practices in Southeast Asia, The num--
bers of young people seeking a college

engineering degree dropped. ;
The Nation’s Foundation -

Through this emotion-charged atmo-:

sphere ran one simple charge which had
“some substance to it. The charge: if the
U.S. can ‘put ‘a man on the moon, why

-can’t it manage to improve vastly tlie
-decaying environment . and gquality, of
life - of its own cmzens" [mphed in that

R

" ate, perceptwe

: commumcanon

tion that the Nation could._ More impor- .
tantly, the challenging question. became

a kind of focal point which attracted i '

_the aitention of the practitioners ‘and . -
'managers of aerospace technology. .

In simpler terms, while headline-’.
hunters were ‘garnering * atiention - by
‘criticizing, .more- thoughtful statesmen ;-
were taking a careful look at the sub- ..
“stance of the debate. Their conclusion,::
" of possibly more approptiately a long-
“uniderstood conclusion -they just took
more trouble to explain to people-to-)

day, is that technological advance is an

essential element in getting ‘control of .
most. of the domest1c allments noted,{j
eatlier.

“Indeed, if me]ded mto'an ‘appropri- - |
imaginative politico-"
economic management system, technol
ogy in-heavily applied doses is probably . -
"the only way out of most of these .
“environmental enigmas. Proof enbugh:s
‘around to support that truism. - -0

For one thing; technological- advance

i
i
i
|
:
3

is the foundation on which this Nation’s !

- economic growth and national security - .
rests.. And without-the Jatter, a nation
" has neither the taxable industrial base to
pay for social welfare grants nor con- =
‘ceivably - even a nation to have social '’
- problems - in. For another thing, the -
press documents daily, in effect, that a
growing population with increasing per-* -
.sonal ambitions wants more and more -
. Government service while showmg in- -
. creasmgly a reluctance to pay any more
- forit. . ‘ :

One escape valve poss:bly the most

important one other than determipa- |

tion, is through technology. Already, -
. ‘aerospace-developed.
‘proven, in a. time of generally rising

technology . has.ai

prices, that it can reduce-the cost of -

o o A
Pt SR "

It and . the systems’ i
A



are demonstratmg they cari cut the cost

- of operating a government’s bureaucra-
¢y by 10 percent a ‘year or more while
" providing more immediate, more per-

e sonalized attention to the public. Simi-

larly, application of military systems to
law enforcement and health care are
. ‘proving they can provide more and
. better performance in those functions

* with, “if not a reduced cost, at least no .

. cost increase, The list documentmg such
potential is almost endless..
Finally, short of a drastic reduction

in the Nation’s standard of living, the-

- country really seems 'to have little

choice but to make meaningful use.of -

-- it - aerospace technology. Population

 growth alone demands it. With roughly
" gix percent of the world’s population, .

. the U.S. uses approximately 40 percent
of the world’s irreplaceable resources.
- The Nation must import 27 or the 36

-~ ‘basic substances considered necessary
- for a modern industry. '

Tn effect, American ‘industry, - let
alone American security, rests in part on

 a fragile set. of agreements with other.
.. -mations” and. in part 'on .a favorable .
. balance of world trade. Technology can.
. ease the vital importance of importing -

" essential resources by finding alterna-

-- tives (in energy sources, for instance) to.~
- current . U.S. heavy dependence on
- others for these necessary materials.

-And high technology, mostly aerospace,

or aerospace-derived, products are the -

. Nation’s primary competitive exports —
- though lately,. through Government in-

eptness, even that ‘is now -in serious’

. ]eopardy

f lnterre!ated Answers

With ail that going for it, why then
isn’t aerospace technology being applied

- to domestic ills, civil government prob~

lems, economic and export expansion,

-~ and general improvement in the quality -

©of U.S. life with the same zeal, deter-
. mination and commitment with which
- it was poured into aircraft develop-
" ments, into the missile race, the space
race? o
There is no s:mple answer to that, If
" thereé were one, at least one as simple as

~ _the ant:-technologxsts like to stuggest

' there is, it probably never would have
become even a legitimate question. But
~there is a collection of interrelated

.. answers, and wmiost ‘of the basic ones.

center around governmental politics and
" economics, They are probably best ex-

"plained by contrasting what is in- De-t
' fense and-NASA with what is not in the

rest of Government,

‘Miich has ‘been proclaimed in recent

" years about a “reordering of priorities”

away from investments predominantly

*in military programs and toward expen-
. ditures on the Nation’s
- ,“human’ resources.” So far, that has
- meant pnmanly Just that the Defense

so-called

tage of the Federal budget and grants
have increased — primarily iinder old

“and already proven meffectwe programs

— to'the civil section. .

"If .domestic problems centered

‘around only a lack of furds, why do.
education,
health care, transportation' urbandecay-

public '~ complaints about .

and crime continue to increase now that

Schools .get more money and teachers

go-on strike.” Medicare -is set up and-
‘retired people stage marches on Wash-
.ington, D.C. Law enforcement’ buidgets -
go up and citizens go buy their own:
guns, And all the whxle ‘people com-’
plain about constantly mcreasmg taxes.
Coisted in the votes of Congress énd the
" “‘comments of Press and Public. '

Can We Afford It

e Applied aerospace technology is not -
- the whole answer; biit to the extent: that]f
_ it can provide part. of ‘the .answer, it

must have some direction. Nothing’ hke
the total nationat comrmtment to the
the civil sector,

Against the background of obwously

limited resources, is pollution control -

more. xmportant or less important than
modernized - ‘transportation? .

mobile o garbage dlsposal'7 Does im-"’
. proved health care rate more attention
" than urban decay or is éducation mote
. important than either .of them? And-
.. where, does law enforcement fit on the
list? How much will it -cost to get a
handle on 80 percent of the problem:
" and can we afford it? Can we afford it
for all of them or only half of them,

and, if the latter, wh1ch ones need
attention first?

Battelle -predicts a $30 1 bzlhon ex~- -

penditure for R&D in 1972, an eight
percent increase over the estimated
$27.8 bﬂhon spent--in 1971 and the
largest percentage increase since the

- mid-1960s. Almost' $16 billion of that
‘will be spent by the Federal Govern-

ment; $12.7 billion by industry;. the

- remainder. by "colleges, universities and
(so-called) not-for-profit
~The Federal Government-as it always

-institutions.

has, will tend to use its $16 billion on
forward-looking, high-risk projects; in-

- dustry op nearer-term development of

marketable products.
- Theugh a lack of priorities is nat the
whole cause, the. present lack of care-

fully defined commitment is what be-’

gins tp produce an indecisive drift in the
use of technology This country runs on
the advocacy process, - And, lacking a

" clear delineation of who.stands where in
the . hierarchy, projects and programs .

contest - eagerly and energetically on

Capltol Hili for funding - and end up;’

other. _
~that is whatever happened to the pro- <= -
mise a few years ago that the National . -
.Oceanographlc and Atmospheric Agen-
"¢y {NOAA) would, in its way, do even -
"more for the Nation technologically and [ *

'regardmg the .

And | if ]
more important, whleh"'iiért' is, air or: %
. water, industrial or: commumty, auto- .
-term, up-and-down kind of funding this
“Nation has been ‘gXxperiencing over the.
past 20 ‘Years. Moreover, specific pro--

Probablyﬁ the best eﬁ(_érrlple of -

economically than- NASA ‘has already -

--done? The potential is still there: but the - "
‘_'natlonal pnonty clearly isn e T s
the funding has increased? Federal, state .- Wl
and - local .spending :has: mcreased by AR
*.more than 150 percent m‘these areason’’ .
an annual average ‘compared to 1964.

i An-Ommous Development

“The meaningful~use of - aerospace

technology suffers, too, from the fact

that it has established no national policy
importance of. _tech-
nologlcal advance. Such 2 policy is
lmphed in NASA’s charter and in that

such a policy is understood and-accep-

The high value of technology is

"understood in- Europe, in Japan and.-
“gvén in' many ‘underdeveloped parts of K
“the southern hemisphere as well as'in. !
Russia and China. Largely following a-. = -
U8, pattern of "a’generation ago, those
" nations pour a steady and ever-increas- .
ing. percentage of their. national re-

sources- and government budgets into

underwntmg mdnstnal iugh—technology e

programs.
~Such a pohcy in the U 8. would aid =
significantly in- eliminating the short-

grams’ and projects fitted into such a

" policy would run far less risk of being ™

- wiped out just ‘as they were scheduled .-
to “begin returnmg 51gruf1cantly on the o

" investment..

Do - other Governments have more-'-'
perception than the U.S. Government?

~ ‘Foreign governments, for instance, are * .. =
underwriting — at a cost of some $4

billion — their industries’ development

-of a whole fleet of commercial aircraft, -
from supersonic tfransports to air buses. © ~

That’s two-thirds to 100 percent, de-

.pending on the aircraft model, of the

total R&D: cost. Are they spending

scarce .monies just to achieve the status. =

symbol of technological prowess? No.

“They’re” going after a conservatively

estimated $30 billion in zircraft sales:

Where U.S. industry once could af- -
ford, by itself, to compete against the
combination of foreign government and

foreign industry, it can afford the risk =
-no-longer. It is an ominous development i
"not just for U.S. aerospace leadership - -

but for the welfare of the whole coun-

try. Yet, as witness the cancellation.of - =

the U.S. supersonic transport develop-

ment, Governmént politiciats are proj-

ect-orientéd, not policy orented. .

 With all due ‘respect to the Federal
Procurement Regutations, a third ob-
stacle to applying aerospace, technology

of the National Science Foundation -
(NSF). But evidence is hard to find that




" space technology marketeers to a splm-'"“racybeAnother iffectrvci markt’igng to::;

A and' tered fragmented market. : has been to get a system soid in one:
g;ilf;j:tc e:t zltlid F?c;‘eia.l Izlti\};e znx? iocal -+ Each gof ‘these feudal empires has a *local ‘government area, demonsgate and

L - Jevels, They are in.a constant state of .vote on “:any “ aerospace-type system - prove its value and then publicize .its: :

b i - evolution; or, lorded over with politics *- it ‘might be one of the benefactors ™ merit. elsewhﬁre on: the comh;:sennve_,_ _

IR jocally, they resist change as the ROck -; “of. And n_ruch like a veto in the Umted_ pride basis of You_coutd have t too, ¥
e of Gibraltar resists erosion. - . Nations, a no” vote by any one of the - 1f you only would. . . th .

Defense/NASA/AEC have evolved a-' informal and unorgamzed ‘committee™ R : “Related to the abg;pan;i{ c:r ;

' sophjstlcated — some say to0 sophisti- amounts to suspension of -the- projéeet.” maftéry 16" the ntga g ra1d antk -
cated -~ collection of procurement regu- _ To aerospace industrialists used to deal- ~"technologists have “drawn arounb aetio-‘ |
lations and - “laws” called directives 'ing’ with what. they “thought were the -space technology, ‘is another © stsace

: through which, among other - things," procurement ‘complexities of Defense,, = Civil government especially at thle ;at;_ :

~ they set up viable relationships with the NASA - and AEC, this civil govemment and local“levelsy suffers from z lack o g

R bureaucratic snarl often looks truly hor- :-trained, -experienced personnel accus-

industrial creators of aerospace technol~ N
ogy. The mles take into account the rendous. Andis, - . 7. ‘tomed to utilizing technology and deal-

“.contest with a mixed bag of rules,

;
;

i
i
i
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- are demonstmtmg t.hey can cut the cost °
of operating a government’s bureaucra- -
¢y by 10 percent a year or more while -
¢ providing more immediate, more per- -
" sonalized attention to the public, Simi- -
larly, application of military systems-to .

law enforcement and heaith care are
proving - they can provide more and

... befter performance in.those functions:

with, “if not ‘a reduced cost, at least no

. cost-increase. The list documenting such

potentfal is.almost endless.

Finally, short of a drastic reduction
in the Nation’s standard of living, the -

- gountry really seems: to have:.little

choice but to make meaningful use of

- iis -aerospace technology. Population:
: growth alone demands it. With: roughly -
. six percent of the world’s population,
- the U.S. uses approximately 40 percent
- of the world’s irreplaceable resources.” -
The Nation must import 27 or the 36 -
_‘basicsubstances considered necessary'

fora modern industry.

o Im effect, American mdustry', let -
L sllone American security, rests in part on

4 fragile set of agreements with other
nations :and “in part. on a ‘favorable

" balance of world trade. Technology can
" ease the vital importance of importing ~

essential resources by finding alterna-
tives (in energy sources, for instance) to

" current U.S. heavy . dependence on: -

_others for these necessary materials.

llnterrelated Answers

- With all that going foi it, why then
- isn’t aerospace technology bemg applied.

And high technology, mostly aerospace,

-'or aerospace-derived, products are the

- Nation’s primary competifive exports —.
- though lately, through Government in-

.. -‘epiness, even that is ‘now in serious
© jeopardy. - :

to domestic ills, €ivil government prob-
lems, economic and export expansion,

" and general improvement -in the quality

.of US, life with the same zeal, deter-
-mination and commitment with which

it was poured - into aircraft develop-

" ments, into the missile race,. the space -

race?
There is no srmple answer to ‘that. If _

" - there were one, at least one as simple as -

-the anti—technologists like to siggest

there is, it probably never would:have

become even a legitimate question, But™

long: Tead times, incremental financmg B

In the US “tod

tage of the Federal budgst and grants-
.have increased - -~ primarily under old -
"and already proven meffectrve programs

'~ to the civil section.

If - domestic . problems 'cent_ered

around only a lack of funds, why do
“public - complaints -
“ health care, transportatron urban decay
-and crime continue to increase now that

.- the funding has increased? Federa] state
»:and local:. spending has’ increased'by :

about education,

more than:150 percent in these'areas on

* an annual -average compared to -1964.

Schools get more money and teachers

- go on strike. Medicare is set up and
~ retired people stage marches on Wash- -

ington,- D.C. Law enforcement budgets
go up and citizens go buy their own
guns.” And ‘all the while, people com-

) pIam about constantly mcreasmg taxes.

Can We Afford lt

‘Applied aerospace technoiogy is not "
' the whole answer; but to the extent that
" it. can provide part of the answer, it

must have some direction, Nothing Tike .
- the “total national commitment to theé

space race or the missile race exists m

" the civil sector. L

Against the background of obvmusly :
limited - resources, js pollution control.
" more important or Iess important than
" modernized _
more important, which part-is, air or”

‘transportation?

water,  industrial or community, auto-

mobile  or: garbage .disposal? Does im-
- proved “health care-rate more attention
" than urban decay ‘or is education more
" important -than either of them? And
. .~ where does law enforcement fit on the

- list? How ‘much will ‘it cost -to get a
" handle ‘on 80.percent of the problem .

and can we afford it? Can we afford it

for all of them or only half of them, -

" and,. if - the latter,” which ones need
‘attention first?

Battelle ‘predicts a $30 1 bllhon ex- .

penditure” for R&D in 1972, an eight
percent increase over the estimated

"$27.8 billion spent-in 1971 and the

largest ~percenitage increase since the

mid-1960s; ‘Almost" $16. billicn of that
will ‘bespent by the Federal Govern--

ment; $12.7 billion by industry: the

- remainder by colleges, universities and
° (so-called)- not-for-profit _
The “Federal - Government as it alwavs

_institutions.

, there’ are_ som

. regarding the

cAnd  if.

other.  Probably the best exam_ole of

that is whatever happened to the pro-

mise a few years ago that the National
Oceanographic and Atmospheric Agen- -

cy (NOAA) would, in its way, do even

more for the Nation technologically and ;
economically than NASA' has already .
done? The potential is still there but the__'

national pnonty clearly isn’t.

_An Ommous Development

'The 'meaningful " use  of aerospace'_."_--'g'_
technology suffers, too, from the fact = ..

that it has established no national policy
" importance of  “tech-
nological advance. Such :a policy is
implied in NASA’s ‘charter and in that

of the National Science Foundation .
(NSF). But evidence is hard to find that
stich a.policy is understood and-accep- .
~ ted in the votes of Congress and the -
~--comments of Press and Public. . .
The" lugh value of technology s
understood in Europe, in Japan and .
even -in many underdeveloped parts of - =
-‘the southern hemisphere as well as in
* Russia- and China. Largely following a’ .
- U.S. pattern ‘of a generation ago, those ;..
-nations pour a steady and ever-increas- .

ing percentage of their national re-
sources and ‘government budgets .into

significantly in.-eliminating the -short-

‘term, up-and-down kind of funding this'~
Nation has been experiencing over the -
past 20 years. Moreover, specific ‘pro- -
-grams and projects fitted into such a = .
policy would run far less risk- of being ..
. wiped out just as they weré scheduled
to. begin- returning srgruﬁcantly on the . )

investment. -

underwriting — at’ a cost of some 34
billion — their industries® development
of a whole fleet of commercial aircraft,
from supersonic transports to air buses,

" That’s - two-thirds to.-100 percent, de-
- pending. on the aircraft miodel,” of the ="
total 'R&D cost. Are they spending & 7|
scarce monies just to achieve the status .~ .
symbol of technological prowess? ‘No.
.They're going after a conservatively -

estimated $30 billion in aircraft sales. =~

Do other Governments have more }
--perception than the U.S. Government? - .
‘Foreign governments, for instance, are | -

writh niyﬂvﬂman’ Armanima. %

g with the industry that can deliver it.;- .-

-underwntmg industrial hlgh-technology g
.‘.programs e
Such a pohcy in the U S. would aid "




.. . et levels where they should check in .
- for work (which they can’t mainly"
- . because a lot of local governments
.7 which need that kind of expertise
~* haven’t set up such an office). Whatever

. the reason, again the answers are ob-
_ vious: organize and recruit with, if
possible,. a little revenue sharing help

from the Federal Government on the

' .cmt.n

o ~The Marketing Logjam

. Though Defense and NASA. fundmg
has been curtailed, it’s still in the

-priotities, nothing like the R&D funding-
cut out of those budgets was -trans-

-planted as R&D to the other agencies.
" And local governments can’t begin to-

" above outlined “human nature” of local

cessfulin a Iocal community where their
own plants are located, and largely
unsuccessfisl “ selling the .same- proven

Ry system anyswhere else. .
' The- bigeest frustration here is that-

* what worlcs in a hospital in QOakland wilt

work just as effectively:.in Bridgeport,

- Conn.; the police command/control

.~ system that is excellent in IHinois ought

" to be almost as good, anyway, in Ala-

- bama; the education system that solves

. a retarded-children problem in -New

© QOrleans will handle just as efficiently

. the sdme chore in Seattle. Geography,
- obviously, is not a restrictive factor.

2l But industry, by itself; just: can’t -
- break that marketing logiam without

the investment of considerable amounts
~of risk capital it doesn’t have and the
utilization of .considerable amounts of
commercial-type marketing ‘expertise
which it doesn’t have, éither. The an-

 swer, almost obviously, is for the Fed-
eral Govemmcnt to aggragate the mar-
" ket.

I FAA's Effective System

It has begun to take some steps in
this direction, particularly in the De:
partment of Transportation and the
Law Enforcement Assistance Agency.
The techmique amounts to a form of

" revenue- sharing.-In simplest terms, at

the Federal ievel; all or most of the
. R&D costs on a particular system are
paid for; the system is developed; im-
- planted in a local community, and other

" governmenrts from -across the land are-

= invited to come take a look:

" The-local government officials are
‘under no pressure to buy the system,
too; but frequently the Federai sponsor-

. ing agency will offer a powerful incen-

tive: they will offer to pay upwards of
..two thirds the cost of the local govern-

t... ment will put up the other one third.
Another way to aggregate the mar- -

-one-at-d-time,
" locally tailor-made {and therefor very

- - - expensive) products. There is at least
- replace the attractive size to industry of - be ) p

. the Federal R&D carrot. Current result
- . of this, most often coupied with the

ket, is employed by the Federal Aviation

Administration. It not only buys, man-

ages and sees fo the installation of -

systems to handle the national air traffic

-control problem; it also sets the stan-

dards by which all local airports must

_operate. Result: industry knows at the

start of development that a system built
for Dallas-Ft. Worth purchase,
meets the Federal standards, is just as

. saleable in Phoemx, Los Angeles, or”
" Cleveland. )

Still, to 'a large extent the meaning-

I _ful utilization of aerospace technolo
megabuck range. In the reordering of . P £y

to cope with local civil problems is, even
under’ these circumstances, mostly a
piecemeal - evolution - of

one way to speed up the evolution:
centralize and aggregate the market even
more than it already is now. And that is

. - ssbl S
-governments, is that high-powered aero- A_.po ke i

space techmology firms are often suc-- lncentwe to lndustrf

Specifically, with all the technologz-

'cal and systems management expertise
- ‘the Federal Government can-reach easi-

er than local governments can touch,
Washington should be able, for instance,
to announce a major national hezalth

. care improvement program; hire a con-
" tractor,  as part of that, to develop a
. complete “turnkey” diagnostic system;

- ‘gstimate how many: hospltals and clinics

will buy this “optimum” system; con-

- tract for that many; develop and proO-

duce them' — and then accept. the

- responsibility for selling- them to the

local government customers.

Same could be done, at least for the -

study. and prototype models, on a series

of “optimum®™ transportation systems .

for, say, four or five different sizes of
cities; and for education systems; or law

enforcement systems; or,- in all these

programs, for key component elements..
The incentive to industry, obviously, is

- that the dollars involved, not only for

R&D but the . production potential,
would put any one of these projects on
a scale with Defense/NASA expendi-

~tures. The advantage to local govern-.

ment is that what they give up in a

- ‘precisely tailor-made system they get .

back in the economies of mass produc-
tion. .And, in the long run, the same
economies should -accrue. indirectly to

the Federal Government — on topiof.
in” this- way they would be
_making 2 kind of revolving fund irivest-

ment rather than an outright expendi- -

which,

ture granti

Underscoring all the above is another
attitudinal, nee political, problem. De-
fense and NASA have a different operat-
ing heritage- than civil government in

their re]atlonshtp to industry. The mili-
tary and space programs have bought

and pushed: technology for their own,

it if .

systems to streamiline their mternal

operations). Rather, they are buyers for . et

a third party user — local govemment-_ '
and the general populanon

For all the reasons noted earlier, that .

“complicates the, decision-thaking .prob-
-lem ‘enormously. It means persuasion

and not instruction,®selling and not

ordering. ‘It also means, theoretically, .

developing.a partnership with industry;
creating,  basjcally,

difficult for agencies with a heritage of
having regulated industry rather than
working with. it, particularly in light of

‘what the “military-industry complex”

_ a kind of- cxvﬂ—'_.".'
“irldustrial - complex. That has to be

syndrome has done to the image of .

Defense and even NASA and AEC,

‘It is an attitudinal roadblock morc.-:-. g

than anything else, The answer foitis,” .|

to a large extent, inherent in finding

earlier. And that answer is, in turn, a

" comparatively- simple  thing to state.
. ‘Basically; it adds up to saying:. :
“involved in your own local government -~
environment.” The attitudinal problem™ "
can be overcome best and quickest and-- . *
- most. effectively when the practitioners
of aerospace technology become’ the :

active, energetic, provocative promoters
of their own present products and fu-

ture capabmty This problem has exxsted :
" too long and is a.lso soluable :

; What to Do

. The ways to do ‘that are not all
awesomely ‘mysterious, only largely un-
practiced by aerospace technologists in
the past. There i no single magic

‘(Get R

" technique buf, m lact, several methods

equally and collectively" effective in in-

'stltutlonahzmg public discontent sbout

what is and provoking. pubhc demand

. that Jocal governments. acquire what

aerospace technoiogy can make pos-

"answers to the six obstacles outlined L

sible, Join the PTA, run for local politi-

cal olfice, attend city council meetings,
take the mayor or the editor of the local

paper to lunch: in a word, get mvolveg
Wlth local government

The obvious objective: be a market
eer, promoter, communicator, g;tator

that you are not the overpaid jmpaﬂa-

use (except in the case of r_nanagement_ time of the taxpayer,

tor_of incomprehensibly sophisticated
- witchctaft but simply another con-

of tﬁe fechinologically’ poss:ble and in
_the process show the poteniial customer

cerned,- taxpaying citizen who happens -

to have more knowledge than the aver-
age hear about how to solve probiems.

‘The days. of the mystique of technol-. . -

ogy are numbered if not, in fact, over.

: To the pragmatist, they have lasted too
long and are indeed over. The human

problems of this Nation have already
‘been solved, in many instances, but the

“job of publicizing  those solutions — ..

where they exist — has already begun.
“Where in the past it was the time of the

technician, now it is -the %1—"‘-‘:
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" has_ been curtailed,
megabuck range. In the reordering- of -

- Conn.;

o T e T

o ~ment levels where they should check in
. for work (which they can’t mainly
.- ‘because a lot of local governments -

which need. that kind of expertise

= haven’t set up such an office). Whatever
- the reason, again the answers are ob-

vious: organize and recruit with, if

~ possible,. a liftle revenue sharing help -
- from the Federal -Govem‘m_ent on-the
P Theﬁlarkenng Log]am

' Though Defense and NASA fundmg .

it’s still in the -

priorities, nothing like the R&D funding

= cut out of those budgets was trans-
. planted as R&D- to the other agencies.

" And local governments can’t begin to

- replace the attractive size to industry of .

" the Federal R&D carrot. Current result

.= * . of this, most often ‘coupled with the
. ..~ above outlined “human nature” of local

‘' governments, is that high-powered aero- -

. space ‘technology firms are often suc-

. cessful in a Jocal community where their -
" own plants are located, and largely. °

unsuccessful selling the same - proven
gystem anywhere else. . .
The biggest frustration here is that

:what works in a hospital in Oakland will
work just as effectively in Bridgeport,
the police command/control :

system that is excellent in Ilinois ought

-~ to be almost as good, anyway, in Ala-
-~ bama; the education system. that solves
~ a retarded-children problem in New

Orleans will handle just as efficiently

the same chore in Seattle. Geography,

- obviously, is not a restrictive factor.

"But industry, by itself, just. can’t

" break that marketing logjam without
" the investment of considerable amounts
.- of risk capital it doesn’t have and the
. utilization of considerable amounts of

commercial-type marketing expertise
whichk it doesn’t have, either. The an-

B -swer, almost obviously, is for the Fed- .
. eral Govemment to aggragate the mar-
" ket.

i FAA’s Effectxve 8ystem g

It has begun to take 'some steps in
this direction, particularly in the De-

- partment of Transportation™ and the
. Law Enforcement Assistance Agency.
. The technigue amounts to a form of

- yevenue sharing, In simplest terms, at
- the Federal level, ill or most of the
- R&D costs on a particular system. are .

. " paid for; the system is developed; im-
- planted in 2 local community, and other

.. povernments. from across:the land are

- invited fo come take a look, _

.." The" local government officials ‘are

- under no pressure ‘to’ buy the system,
" too; but frequently the Federal sponsor-

. ing agency will offer a powerful incen-

.- tive: they will offer to pay upwards of -

~ two thirds the cost of the local govern-

. mpent will put up the other one third.. -~
= “Another way to aggregate the mar-

ket, is employed by the Federal Aviation
‘Administration, It not only buys, man-
:ages  and sees; to the instailation of
. systems to handle the national air traffic

control problem; it also sets the stan-
dards’ by which all local airports must

operate. Result: industry knows at the

start of development that a system built
for  Dallas-Ft. -Worth purchase, it  if

- meets the Federal standards, is just as
' saleable in - Phoemx Los Angeles, or
: Cleveland

Still, tc 4 Iarge extent, the meaning-

to cope with local civil problems is, even
under these  circumstances, - mostly a
one-at-a-time,

expensive} products. There is at least
one way to speed up the evolution:

‘centralize and aggregate the market even

more than it already is now. And that is

. p0351b1e.

: Incentwe to Inclustrv

Specifically, with all the technologl-

cal and systems management expertise -
- " the Federal Government can reach easi-

er than local governmients can touch,

Washington shouid be able, for instance,‘-
. to announce ‘a major national health

care improvement program; hire a con-

“tractor, as part of that, to develop a-
“complete “turnkey” diagnostic system;
estimate how many hospitals and clinics-

will  buy - this “optimum” system; con-

_tract for that many; develop and pro-
.duce  them ~— and then ‘accept the
- responsibility ‘for selling .them to the

local government customers.

‘S8ame could be done, at least for the
. study and ‘prototype models on a series

of “optimum” transportation ' systems
for; say, four or five different sizes of
cities; and for education systems; or law
enforcement systems; or,. in all these
programs, for key component elements.
The incentive to industry, obviously, is
that the dollars involved, not only for
R&D but the production potential,

~ would ‘put any one of these projects on

systems to ‘streamline their internal

_ operations). Rather, they are buyers for

“and the general population. : -
-For all the reasons noted earlier, that - -

~and not instruction,- selling and not
_ordering. ,
developing a partnership with industry;
a kind of. civil-:

fut utilization of aerospace technology

" plecemesal evolution of -
locally taflor-made (and therefor very

‘complicates the decision-making prob-

lem enormously.- It means persuasion
‘It also means, theoretically,

creating, basically,:

‘a third party user — local government

industrial complex.” That has to be

difficult for agencies with a heritage of

having regulated industry rather than N
- working with it, particularly in light of
“what the “military-industry complex™

syndrome has done to the image of
Defense and even NASA and AEC,

It is an attitudinal roadblock more

than anything else, The answer fo it is,

to a large extent, inherent in ﬁndmg'
answers to the six obstacles outlined .

" earlier. And that answer s, in turn; a - i .

.of aerospace technology become the

. ‘comparatively simple thing to state.
‘5Get .
involved in your own local government
-environment.” The attitudinal problem

Basically, it adds up' to saying:

can- be overcome best and quickest and
most effectively when the practitioners

“active, energetic, provocative promoters

of their own present products and fu-
ture capability This problem has existed
toolong and is also soluable '

“What to Do

The ways to -do that are not all

.awesomely . mysterious, only largely un-

practiced by aerospace technologlsts in

the -past. There is no sinple magic -

technique buf, in fact, several methods

equally and collectively effective in in--

stitutionalizing public discontent about
what is and provokmg_pubhc demand

that local governments ~acquire what
aerospace fechnology can make pos-

sible. Join the PTA, run for local politi-_

¢al office, attend city council meefings,
take the mayor or the editor of the local

paper to lunch: in a word, get mvolved

- with local government; .

a scale with Defense/NASA expendi-

tures. The advantage to local ‘govern~

ment is that-what they give up in a

precisely tailor-made systém they get

back in the economies of mass produc- .
tion. 'And, in the long run, the same -

economies should accrue indirectly to
the Federal Government — on top of
which,

in“ this way they would be.

The obvious objective: be a market-

eer, promoter, communicator, gtator
of the technologically possibie, and in

the process show the p_otentlal customer

tor_of incomprehensibly sophisticated .

" witchcraft but simply another con-

making ‘a kind of revolving fund invest- -

ment rather than an outnght expendl- '
) ture grant.:

Undersconng all the above is another
attitudinal, nee political, problem. De-

fense and NASA have 2 different operat-

ing heritage than civil government in
their relationship to industry. The mili-

.tary and space programs have bought
.-and- pushed: technology for their own ,

cerned, taxpaying citizen who happens
to have more knowledge than the aver-
age hear about how to sclve problems.

~The days of the mystique of technol-

" ogy are numbered if not, in fact, over. -

To the pragmatist, they: have lasted too

long and are indeed over. The human ~

- problems' of this Nation have already

use {except in the case of management

been solved, in many instances, but the

job. of publicizing those sclutions — °
‘where they exist — has already begun.
Where in the past it was the time of the =
‘technician, now it is the

iy

time of the taxpayer.
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 vious.

For Ind

StoriEs of industrial research
centers that use PhDs as clerks
and universities that get mas-
sive grants to study the sex life
of some obscure insect must be
filed, .along with penny candy
and a good nickel cigar, as mem-
ories of days not likely to re-
turn. -

When money was plentiful, a
few years back, R&D programs
multiplied like rabbits, With {he
70s came the cost crunch, for-

" eign competition, and the real

bite of inflation. Now industry
says: - We need new techriology
~ but 'we can’t afford to develop
our own. -Universities say: We
‘have the ability to create new
technology, but no ene to fi-
nance it. And the Government

says: = We want more practical™

utilization of the R&D money we
spend.

The need to get these parties
together, ‘with their matching

abilities and needs, seems ob-’
© Some universities and

research centers have had long-
standing, mutually profitable re-
lationships with industry. But,
. in many cases, the business man

and the scholar have been aloof

and occasionally antagonistic.
- *We are like two independent
nations that suddently realize

that we need each other to sur-.

" vive,” as one sales manager puts
-it.  Such afttitudes are; in part,
the result of imdusiry and uni-
versity research programs that
flourished  with their own inde-
“pendent goals. If a university

program came up with some-

thing that happened to interest
industry, fine, This was an in-

teresting fringe benefit, but cer-

tainly not the goal of - “pure
science.” Industry, too, erected

its own barriers to cocperation.

Reluciunt but He 2SS, j ;}
usiry ﬁﬁﬁ
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The axiom was, “It is easier to
rediscover it in our own labs

than search for it somewhere
else.”” Besides, there is also the
NIH factor.

As one professor said, “In-
dustry may be . toco dumb. to

know they have an R&D prob-

lem—or they're afraid to admit
it.. I've never had a request

from industry stating a specific -
probiem or been asked what the

university had to offer.”
Similar gripes come from the
other side: “Even when we set
specific parameters for what we
want, university researchers
wander all over the place. Qur
experience is that they can’t
give us what we ask for.”
Harsh words  and, in some
cases, true. -But the economic
realities of the R&D picture are
causing new .alliances to form.
In the background is the Gov-
ernment which finances, directly
or indirectly, much of the re-

search done in-the U, S, It is .

B T
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"nounced policy;"

- grams,
to guarantee one section of the
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now Government policy to get

more of its R&D back into the

- economy in the form of useful

products. The sometimes-suc-
cessiul Technology Utilization
program of NASA is an example.

Although the Government of-
ficially backs such a program,

. many observers feel that any.

kind ¢f meaningful exchange of
techneclogy must occur without
Government control. “The Gov-

" ernment must act like a govern~

ment, regardless of its an-
says one en-
gineer famiiiar with the difficul-
ties .of dealing with federal pre-

“so we can't expect them
economy the protection needéd
to encourage significant inves{-
ment.” - :

Meeling of Gianis

The" necessity for resolving
. specific differences and common
- problems was clearly pointed

it e it PR M)

Industry gets a look at what un|ver5|t_,f researchers have to offer in the

way ot potential new products.

This demonsiration, by the University of

Missouri, was che of many given at a recent 7orum sponsarad by D
Dvarkovitz & Assouates, of Ormond Beach, Florida.




COQPERATIVE R&D

“itany of the research institutes .

are qualitied fo starf with
ideus ond proceed through

the development of produci
protolypes; they seldom yef He
opporiunity, however, fo “do
the whole job,” usually hetuuse
they can't find an indusirini
sponsor who will frust them
enough to leave them alone

v« . and because indusirial
sponsorship for most new
product/process possibilities
can almost nsver he obinined
to cover the costs of idea-io-

~ profotype R&D."

Thomas P. Evans
Director of Ressarch -

* Michigan Technological
University-

out at a recent event at the
Ilinois Institute of Technology
in Chicago. Dr. Dvorkoviiz and
_ Associates, one of the nation’s
more - successful
brokers,” sponsored a meeting
which brought together top men
from university research centers
and industry. Despite the new-
. ness of the idea, and some cau-
- tious attitudes, the success of
the exchanges is illustrated by
& few 'statistics from the meet-
ing.

Attending were 282 represen-
tatives from U. S. and foreign
business and  governments,
. mostly decision-making execu-
tives. The 225 companies in-
_volved represented more than
$100 billien in annual sales. On
the university side were 93 repre-
sentatives from 35 institutions.

After introductory speeches,
‘the event became a kind of flea
market of technology. Each uni-
© versity or technical . institute
" represented held a brief session
“in which it presented informa-
tion on a few of its existing
projects, The information was

usually salted with just enough.

data to hook an interested listen-

T R PR Ay wn‘n ks

“technology .

© titles.

begun only recently to

er: eg.,’

gas. A laboratory version has
delivered 1.4 v. The invenior
sees the batiery as a potential
vehicle power source.” A few
developments were described in!
detail, compiete with diagrams
and slides.

Presentations were followed
by a question and answer ses-
sion about the item and usually
included commenis on the uni-
versity’s patenting or licensing
policy.

Results were mlxed

“That's very interesting, but
your man is about 10 vears be-

- hind the state of the art.”

Or, “That’s a simple idea that's
been around for years,” which
was met with the cuiting rebut-
tal, “It may be simple, but we
hold a paternt on it.” When an
idea hit home, there was a

scurry of note taking and card

exchanging.

Concurrent with the sessions
was a “technology boutique™
which each unwers1ty had a
booth where industry represen-
tatives could privately . discuss
ideas and ask questions. Said
one university research head
proudly displaying a fist full of
cards, “I got more serious con-
tacts in one afternoon than I
could in a year of personal vis-
its.” .

Dr Dvorkov1tz and Assoaates

plans to hold a similar confer-
ence next February.

Whui afe the Problems?

A filtering of the comments
‘from the meeting gives a few
ideas on the problems of ‘coop-
erative R&D. The first task is
for the “right” people to get
together. In large corporations,
the person with the power to
‘make the necessary decisions is
often hidden in the vast network
of executives with confusing
On the university side,
the opposite is often true, A re-
search center may have g weak
or nonexistent personnel struc-
ture for fielding and acting on
_ proposats from industry.

Those universitiss’ that have
seek

Rt b L e Y

“Batter, zinc chlo}-ate, '
operates at 300 C on pressurized

The difficulty of
collenoratien is compournded
wasn hose wio now rerform
essential ports of o funchion
refuse to modify their
operuifons to meet ifie needs
of tae whole system, (I om not

excluding the Federal

Government as one of the
principals who must medify its
operations.) These vested -
interesis constitute by far the
most serious institutional
barriers to socially importont
innovations, Ordinarily, tae
principuls con't be crdered to
collaborate, MNor will they do

- 5o unless fhey see¢ something

in 1t for themselves.”

Mormuan J. Latker

Chief of Pa?_eni“ Branch
Depariment of Health,

Edycation, und Welfare

markets for their technology
are faced with a number of new
decisions. Said one research-
er: “We are only now discov-
ering - the entire marketing
game. We need patent proced-
ures, We need to establish in-
formation protection proced.
ures, ‘and we need to consider
liability. . Normally we can"i

find trained people in our owr

staffs to handle these problem:
and have to buy ouiside help.”
In such exchanges, industrs
would paturally like a new prod
uct o come as a neatly wrappei
package. “We want a law-ris!
item that can be commercial}
developed within six months,” i
the  rele-of-thumb one compan
applies. That doesn’t happe
too often, but such happy situ:
tions can be more frequent
cooperation begins early in arn
program. Universities must hat
research programs with goa
that are attractive to inuust:
yet satisfy their own sclentii
Standards,
~-Robert B. Aror:s'
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IUNDERUSE OF DRUGS

D REPORTED

- WASHINGYIQON, Jung 7 (UBT) -

GUEST EDITORIAL

' —Underuse‘ of\ drugs may be.
S e d-'gtedter problem among the
Here is another.editorial elderly than ovéyse. Govern:

solicited this time by \ficials told

our Denver Regiomal Office.
on how editorial writers .
and other opinion leaders
‘view HEW and its impact,
good. or bad, on the people
served. This one .is. from
the Helena, Denver  ILnde-
penéent Record .

committees oh apifg
lism and natcotics todiy. -
Sofne . witnesses eXpressed
concérn about the averpresceib-
ing of tranquilizérs, sedtives
and h¥pnotic drugs 10 create

- nursing home patients.
. “However, it should he.noted

By Ken Roberﬁson

“¢himical straat]ackets”\apt g .

underuse of drugs by the aged
may be a greéater problem in -
- view of thé fact that 95 percent -
of theelderly population are
not- institationalized - and  are,

FDA Probe Sh:ft
Hit as ‘Disgrace’

By Robert Pear

Wnshmglnn Star Staff Wriler

F David . Mathews,.

secretary of Health, Educa-
tion and Welfare; was criti-
cized today for his refusal to
authorize a further investi-

‘gation of tcharges of

.corruption -~ dnd . personnel
\abuse in the Food and Drug
dmmstrauon .

orman. Doprsen, viee
chiairman of a panel of dis-

Managing Edito'r '

Independent Record

Remember the old party gane
in which the partlclpants sit . in
a circle and someone .starts it out
by whispering a message in the ear

of the person next ‘to him?

Nowadays, it's not ‘50 popular,
but it was the game- in which' the

message was passed arcund the dircle

until it finally got back:to the
originator, who then anncunced to
the group what distortions had
Ccrept in durlng the trlp around
the cirele. -

At parties,’ that game is dead,
but it is alive and well, hiding
out in federal offices across the
nation. Now.that's: not a claim
T make lightly. It's based on six
years as a reporter, press alde to

‘a governor and mandgihg editor. The

game works rather differently in
the federal bureaucracy, because

instead of sitting in' a circle, the

bureaucrats pass around megsages
by telephone, letter or office com-

~chief of "the Alcohol, ,D

- heaith care facilities, and hav- sor at Néw York Univers

tingtished - s¢ientists ' and

more likely to encounter eco- y
nemic and physical problems in e advising HE“’E,
gaining access to medical facill- 521d it was “a disgrace
ties,” said James Isbister, the .that Mathwws had not given
rug reasons for SdeCISIOD
Abuse and Mentnl Healw‘.h Ad-
‘winistration. - LB ¢ difect
Dr, Robert upent, director o

of the National p’Instltute an ;:‘ll:g’?lrltv:lﬁ?; c?.h eers on the
Drug Abuse, said that underuse sworn allepati

of drugs coutid result from aged n 3;.& ons
persons’ taking drugs improper- ing FDA before Senalk
iy, lacking money for necessary COMmittees in August,
drugs or _transporfation to $&id Dorsen, a law profy

ing dlfﬁcu}ty in’'opening contai- ty.
ners, ) “T don't khow who was
: : ' respons:ble for it,” Dorsen
said. “I1 "den’t ' know . the
history of it, ‘but it dogs not
make me any thore confi-
dent .in the government of
the United States ”

DORSEN MADE hlS
comments today ai'a méet-
ing_of a public advisdry
comiftee’ Known . as the
HEW Review Panel.on New

[ Drug Regulation.
Balt Sun’
June 8, 1976, p. ‘C=2

Mandel, Maydr Daley dlsagrée

reaucracy ove the people i

In _a report -issued two-
weeks, ago, the panel found -

‘that . FDA . commissioner
Alexander M. Schmidt's
.investigatien of his . own

agency  had been' inade- .
‘quate and asked Mathews "
10 "appoint an' independent - -

mvestggator to look further

" into charges-of corruption,” - -

personnel abusé and undue
industry influence at FDA.,
Mathews, in a letter to

the seven-member panel .

Friday, refused to authorize

a-new investigation, saying . .
“he would refer the matterto -
the “depattment’s. general
- counsel for analysis, .
Marsha N. Cohen, anoth- "
. er ‘member of the panel, .°-
. said."‘we were led to beljeve

that HEW wanted - truly

_independent advice,”- She
-said some members would

not have accepted appoint-

ment Lo the panel other-'

wise,
jon' of unkimited support

ly\eriticized a component of
thal, .ageniy leads ane ‘to

ques 'on how. independent

said ‘Mathews’

in dlspute over Medicaid suits

" Washington - (AP)— Gover-

the. amount ‘of Medicaid pay-
nor Mandel-and Chicago's May-

iments received, The law pro-

- munigue. But the result is the same, orRmhardDaleysquaredoffm
regardless of the agendy. 2ll pass 2 dtlesr'iime overmiederal “funds
along their message from Washlngton, yesterday with Mr. Mandel ins-

D.C., to reglonal offides, to
federal ‘cffices in each state with
built-in m:r_scommunlcatlon and,

what is sent back from the hinter-

lands, to the regional offices, to
Washington, fares ho better

Cont. on page 3

isting that the prineiple .of
state's rights prevents hospitals
from suing states to force relm.-
_bursement of . Medmald pay-
iments, -
| . Mayor: :Daley f.ook an Oppos-
ing view in an-appearance be-
fore a Senate subcommittee. He
supported the right of Dlineis
hospitals'to take the State of 11-
linois to court in a claim for $80
million in Medieaid’ payments
he.said the state has failed to
pay the hospitals.
The dispute revolves around
;'8 law passed eatlier ‘this year
“designed to force staies 1o al-
low hospitals to sue them over

'vides that if a state refuses to
waive its right not to be sned
then the Department of Health,
Education and- Welfare cani
withhold " federal medxcal pay-
ments to the state. . -

: Mayor' Daley and: Mr, Man-
dél appearéd at ‘a_hearing on
legislation to overturn the new
law. Mr, Mandel appeared as a
spokesman for the. National
Governors Conference support-
ing the repeal that already has
been approved by the House,
 The specific Hlinois ecase
arose sfter the state earlier this
year froze Medieaid payments

to Illinois hospitals at Aprii,
1975, fevels.

. Mayor Daley saxd that as a :
result at- least three private .

‘hospitals in Chieago—Masonic,
March and Michael Reese hos-
pitals=have cuot back on Medi-
caid patients. This, he sald has

forced an increase in Medicaid

patients on the clty—run ‘Codk
County Hospital,

A lawyer ‘for the Hlinois
Hospital Association,  Joiian
Levi, appeared with Mayor
Daley and provided the esti-
mate that the state owes INi-
nois haspitals $80 miltion in ad-

ditional - Medicaid payments= -

since the freeze.
* Medicaid is & joint s&ate-fed

€ral government program-un- - .
det which HEW reimburses -~ -
most of the costs that states in-

. Cout. on page 2 ..

" “HEW's apparent’ Tetrags

Mter we have rather hitter- -

San Francisco, -

decision’ .
y ntdd ' “forum . shop- ..~
ping,’ > the bame practice of =

A4
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‘Issue and Debate .

Ford Raisiﬁg;Q.u-eSﬁoﬁéf |

"By NANCY HICKS

~ OnCourt’s Busing Role

" WASHINGTON,

Speeial tp.ﬁn New York Tinwa
June'7T —

President Ford has-expressed
his determination to try to

limit the power of the Fed-
eral ¢ourts to use busing-as
‘a tool to desegregate schools.

Although - attorney  Gen-
eral Edward H. Levi ‘decided
against filing a friend-of-the-
court brief in behalf of the:
Boston Home and School As-

sociation, which is asking the .

Supreme’ Court to reduce the

These lower court busing
orders were uphéld in -a-se-
ries  of Supreme Couirt rul~’
ings. . ' o

In Swann v, . Charlotté- .

-Mecklenburg: (N.C.} Baard of

scope of the busing order of -

Federal - District Judge W,
Arthur Garrity Jr:, Mr, Ford
and Mr. Levi said they were
still. looking for a case in
which to take such a stand.

Mr. Ford is also proposing
new legislation that he hopes

" will, limit the ability of the
courts to order busing and
place & time limit on such
"court-onders.

‘While Presidential politics
are being cited, in part, for
Mr. Ford's pushing the issue
at- this time, the discussion
about the issue has again

Education,  the,, high court
ruled that busing is a valid

tool in desegregating schools.

 “Bus _transpottation has
long been en integral part of
public education system, and
it is unlikely that a truly ef-
fective remedy could be de-
vised without the.continued -

reliance upon it,” the-decision -

said, " L
In Keyes v. School District

" No, 1, the 1973 opinion.on

Ltion,

tuised debate on the question "

of whether the Federal coyrts
had overstepped their author-
ity in their busing o;derg_. :

The Background:

Busing ‘was not ap issue
when the courts began imple-
menting the 1854 Brown v.
Board of Educatioh decision,

which held that schools seg-

regated as a result of pubiie
policy are inherentky unequal.

“The pattern of life in the -

South, which was the targét
of initiaf desegregation or-
ders, consisted of blacks and
whites living close to one
another and. this often meant
ihat more busing was used to
segregate schooly than would
be used to desegregate them..

As the issue of school de-
segregation began moving
north in the late 1960's and

early 1970's, however, - the :

remedy ~ for segregation
proved meore . difficult, Masy
attributed segregated schools
to the pattern of housing and

economics, not to faws such ’

as those that existed in the
South, )

But the courts found.‘over'—

and over, that without laws-

as a driving force, Northern
schoo] districts were aclively

angaged in promoting segre-.

gated education in a number ;
of ‘ways: by gerrymandering -

school districts, by ‘using
portable classrooms to relieve

school overcrowding instead

of reassigning students, by

»”»

adopting admissions palicles

‘that resulted in racially sep-
arated schools. .In " cases
where such . practices .were

documented, the courtsoften -

ordered busing to
them. . - .. -

reverse

the Denver school system,

the Supreme Court found, in- .

opposition .{o_a’Justice De- -
partment friend-of-the-court
.brief, 'that segregation in a-
“meaningful portion” "of .a
school systetn that 'creates
a' résumption™ . of impbsed
systemwide segregation that.
calls for a systemwide solu-

The Opponents

" Despite the Keyes decision, -

‘President = Ford, = Attorney
General Levi. and Solicifor

General’ Robert H. Bork be- - -
lieve that the courts should -

limit busing’ orders to indi-
vidual schools that have heen

found to ‘be segregated as

the tesuit of specific policies
by public and school officials.

“I believe that . court-or-
deted busing to achieve racial
balance “is not the best way
necessarily tp -protect indi-
vidual rights on one hand, or
to achieve quality education
on the other,” Mr, Ford said
in 8 television. interview yes-.
terday. . :

“In some c'éx'ses, the, court
has taken.an illegal act of &

school "hoard, a relatively -

smiall park of & total school

system, and taken over the:

whole school system, and the
court, in effect has hecome

the - school - board, 1- think

that’s wrong, and the Attor.
ney General agrees with me,
~Mr. Ford said, c
He Is -joined iIn his sentl-
meints by a growing number
of Congressmen antd from

RBoston . and - Loulsville who

say that the Federal courts
are engaging in “social .éx-
‘perimentation” with Ameri-
can children by erdering bus-
ing extengively. i

: Thé Proponents.

* Those in favor of busing ses -
Mr. Ford’s statement as a dis-

tortion of the issue. They say
that, bufing was: ordered. to

annd  that " constitutional
-rights, not quality education
are the issues involved, .- -

Civil rights lawy:

groups po

preme miings and to

the  history of. eities ke

Louisville; Chatlotte, Denver,
....Detroit, and' .Pontiac, Mich,;

which :vehemently opposed

_ 'Busing ‘at- first. but settled ...
.- 'down Yo tive with it. Despite
" the wordly. held public im-"
.. - pression, these lawyers point - -

out that relatively few school

districts are involved in dese. -

- prégation actions: about one-

" ixth of 18,000 districts in-

the country.

.- "The right fawyens algo sa '

that. the "expectionly of suc-
cess ig hetter for "a busing
plari if iower income groups
.of either race do not feel that
they're being maxde to shoul.

-der -a-responsibility  not

shared by, the community,

“One of the things that hax ..

“ made certain plans success-

ful ig that they have involved-
the whole community so that -

thére is no part of the white

" community excluded,” said -
. Willaim L, Taylor of the Cen- .

ter for Natfonal Policy Re-
view, a civil rights lawyer,
_ MOne of the problems with

. Boston iz’ that people feel .
l;ihei -;jm _being singled: ot -
e said, ; '

_ The Outlook

= The/Attorney Gene:’-'a-ll con-

" ‘tinues to look for a case {or.

.the Justice Department 'to
enter; although none.is evi-
dent at: this time. President
:Ford will soon advance to an
-increasingly- receptive Con-
greag his legislative proposal-

- kertainly challepge the con-
stitutionality of any such law
that is passed. T

Civil rights gronps, on the

other hand, are trying to fig- -
" yre gut how to carry school . .
desegregation forward, Schaool -

entollm=nt figures for 1974
show -that more than half
the black children in the
South were attending schools
where the majority of stu-
- dents were white, and fewer
_than 10 percent were attend-,
ing all black schools. ‘
In the North, where cities
-are losing. thajor chunks of
their. white populations, the

record fs much fnore dismal. .

The fact that cities them-
selves “are “becoming tore
segregated, often resulting in
segregated schools, has led

. 5oma la
“segregated education is a
““right for which there is no
remedy.” o ’
- Judges ‘in Richmond and

situation by joining urban
and suburban school districts
and busing acress towr lines.
. 'The Supreme Court, however,
opposed that appreach and
ruled that unless it could be
shown that the suburban dis.'
tricts had helped creats the
problem, they could not be
_ made to participate in-its so-
" lution, : .
~ Last month, -hawever, a:
three-judge Federal Court in

“to. limit busing, ‘while propo:
nents of busing will almest- ~

ers to ask if. de- -

Detroit sought to remedy this -

Wilmington, Del,, ordered
Wilmington's mostly black

. schools™ to. merge with the

mostly white schools in 11

_suburban districts. The order

i scheduled to go into effect
in September 1877, ’

FDA Probe ;
Cont. from page 1

which 'FDA has been ac-
cused by some of its critics.

"WE ARE THE blue-rib-
"bon panel to be  giving
recommendations,” Cohen
said, “and our recommen-
dations were not liked, so
‘you give them over to
someone else. If it weren't
so tragic if would be amus-

ing. :

Robert W. ‘Hamilten,.

ancther panel’ member,
said he resented the secre-
tary's letter, ‘which he read
as saying ‘“‘thank you very
much bt we; didn’t like
your ‘conclugiol
Mathews’

“very analogous to what
happened in the FDA."

Thomas - C, Chalmers; -
_ chairman of the panel and-
- president of the Mount -Sinai

Medical Center A New

. York,  dissented ' from “the -

request for a further inves-
tigation, and. said he  ap-
proved of the secretary’s
decision. o

' He said - -
rejection . of . -~
“unwelcome. ~adyice’- -i§ - 1o

Medicaid Suits
Cont. from page 1

cur. The states reimburse hos-
pitals for their costs in treating
Medtcaid patients. .

Mr. Mandel supported re-

" peal of the new law, saying that

it is federal intervention into
the constitutional rights of
states to conduct their own
business free of federal inter-
ference,

“The governors of the 50
states see this controversy not
as one pertaining to the admin-
istration and rekmbursement

- under-the federal Medicaid pro-

gram but as an intrgsion inte

the inheremt comsticutiony
F _ 1004l
rights of the soverien s ates.
joots of o vereign states,
"It goes stratght to the hoar:

of the relationsiug berweer the
states . and | feders) Buvera.

C.oment,

o Ql;Ja.ll»‘Str._E.zétf"Jour'.
- Jime 8, 1976, 'p. 42
Survival Technology

l ~Sees Limited Approval

Of H éwrt-Attack Device

By a WALL STREET JOURNAL Staff Reporter
: BETHESDA, Md. —Survival Technology
.«Inc. said.the Food and Brug Administration
indicated 1t will give approval for limited

tims. "

_ use of & new

device to aid heart-attack vie-

o ' According to the company, the FDA said

..t .would permit heart-attack victims to use

. its lidopen aute-injector, a deviee for admin-

istering the drug lidocaine, in cases where

the -vietlm *s inatructed to self-administer

the- lidepen. auto-injector by qualified medi-

_eal personnel”’.after medical personne! eval:
* uate thé patient’s electrocardiogram.

- The company said a heart-attack vielim

. with proper electrenie equipment can trans-

. mit electrocardiograms to medical eenters
4 B " by telephone.

Survival Technology said it will seek fi-
ral FDA approval. To do this, it will submit
product laheling and will establish a users’
registry, the company said.

In February 1975, the compuany said the
FDA approved use of the device by physi--

cians.

The company said it requested a halt in
trading of its stock at noon Friday, an hour
after learning of the FDA actioti.
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I .am. con h'
‘cause I s6 &
answers fron-localtbureaucratb

- that conflict with what the regional.

office’in Denver -says, which in turn®

does not agree with the, word from

Washington.. .The carfusion~could

o Ak ‘he more complete if there were

" a damarilla’ behind thé communl—
catlons cloud . .

if

“.Ngrapple, the latter
.Can be‘wrestled wWith

T
I

25 percent.
Fto-all federal workers mlght ‘en-
“courage’. them to .lear: that tHere
“vard alternatives, %
wmight be to mak
readlng, alon
;80" that fede
crwhEt E traqsl,
indicates an ¢
.may-unsettle
_,nonethéleSSQ;

“the provlSlon of improvements -in
_the-area.’
" signed to overcome the blight that

has caused “thé area to deteriorates ™

Generally,_these 1mprovements in-
cludé the donstruction of new :
streets;:the installation of under-

‘hazy vlew from ﬁelena in= .ol

Issulng ‘hew: dlctlonarles,-

“;EDITOR 8 NOTE;

e P e
pose “of maklng the' -dentral - busxness )
dlstrlct economlcally viable through ..

. The 1mprovements are de- -

: egre abllltatlon of bUlldlngS
that aré to remdin, and the sale

: of:Yand:for cofstruction of new-'
f“bulldlngs by prlvate and publlc"
”developers.

Now, that s taken stralght?-

© Erém a ‘dogument written here in ..
"Helena by"d ‘eity employee whose*,
‘work had . to pass ‘mustér int ool

Denver, s0.itTs carefully couched.'

Any 75 wordsaof“the language -
T epfbureaugracy.-
'lfuzzy, 1ndlrect thought. o

That means -it's.

It can- be sald just as“

tﬁoroughly and rather more

_clearly 1n 44 Words of Engllsﬁ

"The pro:ect”ls de51gned o
to revive the'econdmy “of the de—“

:;'caylng central- bus;ness district.

. Improvements de31gned to do this ™~
‘ificlude constructing new streets, .. .
'_n_lnstalllng underground utilities,
Zrehabllltatlna buildings that :

are to remain; and’ selllng va-—

" cant ‘land te prlvate and publlc
'developers for new constructlon

Substltutlng that sort” of

o Engllsh for the; gobbledygook so '
"o loved in federal offices is the

“best suggestion I canh” make to

Nbeneflt the bureaucracy

Vlews expressed

-are. those of ‘the wrlter, ‘and
¥ ”do not necéssarily reflect those
" iof the publlcatlon for whlch he
“works. R Sh

Haed e +
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By PAULA DEGEll
Denver Post Staff Writer -

The 1.4 million. parents who -fail to
‘provide child suppoert add $1.4 billion an-
<+ ‘nually to welfare payments, according to'

...figures provided by the U.S. Department
of Health, Education and Welfare, .

i And the federal government's efforts to
ease this financial burden led to the Child -

: Stipport Enforcement Program, created to
" identify and locate” absent parents in

order to obtain child support from théem.,

effective Aug, 1, 1975, under Title 1V-D of-
the- Social Security Act available to wel-
fare recipients, buf to- all families whose
", ¢hildren need the financial asslstance of
", an ahsent parent.
Given, the rige. in. the divorce rate and
e increased problem of . nonsupport,
. “today’s middle-class iriother ‘may be.to-
.- morrow’s welfare mother,” said Iouis B.
- -Hays, deputy director of the’ Office of

-7 Child Support Enforcarient head uartéred
"7 i Washington, DY z e w

: ' 'PHE PROGRAM - SHOULD prevent
_some mothers from realizing this possibil- <.

" “ity, he added in a Denver interview. - - .-

.. “Each state {s required to estalilish an
....agency-to administer the program,” said

' 'Hays, explaining the setup - of. the pro-. -

gram. E
These child-support agencies must try -
fo determine the paternity of children:
.~ born out-of wedlock and to obtam chlld
- support for applicants.
. Each state also must. estabhsh a
" "parent-focator service which utilizes state
* and.local information to find a missing
parent. If this effort fails, the service has
" -gecess to the federal parent-locator ser-
vice. .
. ‘And each state must cooperate. with gne
another in trying tu locate a m.rssmg
- parent, -
The use of the federal locator -service®
. has caused criticism, said Hays, because
-.of the “Big Brother" image it may
create.”
« . MWe're nof building a big master bank
of everyone in the' country,” said Hays.
- "That service can be only used to locate
- an'absent parent for child support.”

“Fheoretically, said Hays, the federal

;" parentlocator service has access fo files

+ and records of any: federal ageney: in

‘. order to find the last known address of

“ ‘the missing parent and the most recent

. place of employment. .

" - “Right.now, we go o the Social Securi-
ty Administration, the Infernal Revenue
‘Bervice and the Department of Defense to
:get our addressinformation,” he said.
* But the national-office doesn't keep this
information, he asserted. Instead, the in-

 formation is sent to'the state to aui in
.fmdmg the parent.

.Not -only i¢ the service, which became "~

“THOSE WHO OBJECT tn the federal
locator office: look at the right,of privacy .

“of the parent but not at the rlghts of

children,” said Hays. '
“If ygu have {0 make a choice hetween

. ‘the twa'rights, the choice clearly lies with

the right of the, children to have their pa-

-ternity established and to Feceive fman—
.. gial suppart.:

Whéna state is unsuccessful in coliect-
ing child support from-a"pareiit,; the; state
subrnits. an appheatmn to' the vegional of-
fice, where: it is reviewed and certified.

i The IRS then" attempls to- collect the
same -way ‘it - atteripts to- collect when
dealing .with federal income taxes, said

.. Haysos -
A.lthough f.he statute appl;es to both
‘men and. Woirieri, 9% per cent of the per-
- sons failing in chlid support are men,
o Hays gtated.. & .

i~ “Norinally when the woman: deserts her
fam.lly, she-leaves’ an: employed hushand,

-When+the father:leaves, the wife general- oo

Iy is unemp!oyed or. margmally em-
ployed.”- ~ :
. “But'it stilf i5'a patenha[ problem," he
said, refernng ‘to women: failing to- sup:
‘port. "“3t’s “clesr- that mothers : desertmg

¥ . their families are on the Increase.” -

Hays predlcts success: for the program.

= #ON THE WELFARE side, there are b
million reelprents of - Aid fo Families thh
Dependent Children and 80 to 90 per cent ..
of the recipients are on the rdlls hecause
of -an absence of a parent fmm home,”

+ . he sald.
-, About 50 per cent of these deserters are
able to provide child support. .°

“When the program is completely
implemented, we expect to collect $1

- hillion of child support each year, This:’
“will.provide a savings for taxpayers.”

During the.first nine months of the pro-
gram, 30.states. reported closing 12,000
welfare cases because of obtammg chlld
support.

‘“And this didn’t mclude some big states
like - New York and IfHnois,”" he "said.

“Colorade " reported about 1,000 cases - -

closed.”

On the nonwelfare side, 1t is difficnlt to- -
estimate accurately the implications of
the program, he added. But a leiter
published in a newspaper advice coliimn

last year telling women that a new feder- - -

al law would help women needing finan-

cial support for their children, prempted

15,000 letters to the Washingion office.
“They were written by women not cur«

* rently receiving public assistance,” said

Hays, “but who were unemployed or un-
deremployed.”

“The common theme was: ‘I dom't
know how much longer I can hold out
without recejving public assistance.”

E
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Chlld Support Program Created
tq Aid All of Needy

Desegregahdn
lUp To People:
HEW D|'-recfor

Dawd' Matthews -' '
Conference spea ker .

Deqegregatmn of
echoola has héen success-
" ful in communities where
" “the.people are’ committed
lo making it work, Secre-
‘tary. of Health, Education
‘&nd Welfare David Matth-
‘ews 5aid here yesterday.

The ‘initiative for dese-
gregatmn comes from the
Qrce of law Mauhem

: Sald m an mte: view, but
-, the policy, is. earried out
largely because-the com-
: mumty wan lt to be,

r’est on:.a° deep commit-
- ment that one cannot deny
equal educatxon to

‘- ' members in the cotnmuni-
-ty "he said.

e secretary said his
advxce to” President Ford
‘on the busing question has

. not dwelt so much on legal

fecourse as pointing out
*‘which" communities have
~.desegregated sucecessfully
and ow they have done

Matthews is here to par-
" ticipate it a Regional Con-
ferenceon the Humanities
: and Public Pollcy at the
Hyatt Regency :

:“SUCCESS. SEEMS to



- the system, he wants to
. save it by making it
- keep its promises

Far from being a radical
who wants to tear down

iddward B. Rust is president of
the Siate Farm Insurance Companies
and new president of the U. S. Chamber
of Commerce. In this speech to the Na-
‘Honal Association of Life Underwriters,
he encourages business to reexamine its
indictment of Ralph Nader and consum-
erism, suggesting that both sides actu-
ally operate from a single motive—mak-

‘ing the systemn work . ..

Democratic society is in a situation in
some ways analogous to the insurance
business. The society holds together be-
cause we make promises to each other,
as individuals and as private and public
institutions. To the extent that we keep
those promises, and to the extent that

~ we have faith in the promises of others,

the society functions rather well. When
we begin to lose faith in each other and
in our institutions, the social fabric be-.
gins to unravel.

We are all aware of the many prob-
lems that beset us today as a people—
the energy crisis, environmental pollu-
tion, inflation, foreign trade deficits, and

" 50 on. It is not to dismiss these problems

lightly that I say they are, to a degree,
transient. They will pass in time, and
others of equal urgency will arise to take
their place. But another problem, in my

- view, transcends all these others. It is
“credibility -

suggested by the phrase
gap,” which I suppose is just another
way of saying we  don’t believe each
other anymore. We don't believe the
businessrnan, the political candidate, the
officeholder, the government agency,

_ fthe newspaper 'or the news broadcaster.
T don’t pretend to have the scientific

background that would enable- me to

analyze the complex factors underlying

50

our declining confidence in the many in-
stitutions that together make up our so-
ciety. I can only offer the personal obser-
vations of an American businessman.

T would agree with Alexander Hamil-
ton, who once said, “The vast majority of
mankind is entirely biased by motives of
self-interest.” I don’t know if Mr, Hamil-

ton found that distressing. T do not. But

the real problem arises in defining

‘where our self-interests truly lie.

The amswer to that question
quently depends upon how far into the
future we are willing to look. If as busi-
nessmen we look only at’ tomorrow’s’

1Ty

profits, then self-interest will dictate that |

we act one way. But if our focus instead:
is on the long-range survival of the busi-:
i

. 1

e

value and to serv1ce . :

“This, T believe; is what Ralph -\Iadex Sk
and other consumerists are saying, and i L
find it hard to disagree with them o,
that point. You will nctice that you S
rarely find consumerists criticizing 2.7
business for its failure to involve itself in..
social programs on the peripher y of thai
business. Mr. Nader’s focus is usually on
the first order of busmeqs——m products"
and services. His primary insistence is or
procucts that perform as they are sup- |
posed to, on warranties that protect the . -
buyer at least as much as the seller, on """
services that genuinely serve. S

I invite -American business to look,

“with fresh eyes at Balph Mader and the

kind of consumerism that he represents, -

ader wants products to perform as they are

supposed to, warranties that protect the buyer
as much as the seller, services that genuinely serve

ness enterprise, then we Wlll act in qmte
another way, i
There seems to be some confusmn

.over the role of business. There is much

talk these days about the social respon-
sibilities of business and the need for in-
volvement in social programs. And per-
haps we should be doing more of this.
But the first. order:of business is the
competent - ‘management of business,
and management’s first priority should
be the quality of the praduct or service

_it provides. This is the first expectation

people have of us. It's at this busic level
that we must begin to rebuild faith in
the institution of business. We need to

-regenerate a dedication to quality, o

From an address by Edward d Rust 16 lhe Natonai As,uc:anon of Lufe underwmu.. Conventaon

Chicago, llingis, Septomber 18,
Exrarntad and ranentod with nor -», wminn

. clugnon that his commttment is-to mak-. ;'

He has been descr:bed in some quarters
as “an enemy of the system,” but if we
are willing to look objectively at His'ac- -
tivities, | think we are forced to the con-

ing the system work. I behcve that it: ‘was
inevitable that sooner or later somedne .

“like Ralph Nader would arise to focus
“cand articulate the dissatisfactions’ and
the frustrations that  are: w1des ¢

AMONE CONSUMETS. And so in him we: see, o
ot an individual expressing his perso al
binses, but a man who'is singulurly’ sensi—
tive to the mood of the’ pubhc and w
unusuaﬂy well ‘equipped to’ symb lizg
and express that mood. . .

I hope you w1ll undcrstaud that _as
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."businéssman, I would hardly be siding

with Mr. Nader against business. Rather,
I simply insist that he is not on “the
other side.” If we lock at. the record, I
think we will see a clear community of
interest that Nader has with American
business. Nader’s. distinction-—so obvi-
"ous that it is often overloocked—is his
single-minded dedication to making the
free enterprise system work as it’s sup-
posed to: making marketplace realities
~of the very virtues that businessmen as-
cribe to the system,

His style is not to mount street demon-
strations but to insist that products live
up to their advertising and to buyers’
reasonable expectations of them—and
when they don’t, to go to the regulatory
authorities and say, “Look here, Now

regulate.” That kind of activity suggests-

a considerable degree of faith in the sys-
tem and contrasts sharply with the revo-
lutionary who would tear it down.

./~ But if you would say that he some-

\ times exaggerates, -that he overdrama-

- tizes, that he is shrill, then I would have
' to agree—at the same time pointing out
that this is the traditional way to gain

" - attention in the .clamorous and free

American marketplace, as we who ad-
vertise our products and services should
_ be well aware.

We in business sometimes complam.

that the public—and our young in par-
ticular—don’t understand or appreciate
"the free enterprise systemn. But [-must
observe that when business sees con-
sumerism and its spokesmen as enemies
of that system, then business is demon-
stating its own failure to understand the
healthy .tensions and competing pres-
sures that must always be present in that
systeni, if it is to survive.
" The ‘consumerist - does” not demand
perfection of American business. I be-
"lieve he perceives it as a human institu-
tion, susceptible to error. But ke under-
stands the difference between honest
mistakes and deliberate deception—a
distinction Nader is able to make with
considerable force.
It’s an exercise in corporate egotism to
‘ pretend, to assume that mistakes aren’t
' made, and to present to the public an
image of godlike perfection, which no
.one can rightly expect of himself or of

. ;‘l the institution he manages. That kind of

attitude shows a lack of faith not only in
the American people’s capacity to un-
“derstand that mistakes will be made but

-\ also in their readiness to forgive those

who move promptly to correct them.
I think that these attitudes come

about as an indirect result of “giantiz-
ing” our institutions. The small business-

man cannot isolate himself from his cus- .

tomers, no matter how much he might
wish to. But it is possible for the manag-
ers of big business to retreat from.the
abrasions of the marketplace.

The tendency is to encapsulate oneself
in corporate limousines and executive
suites—an environment that in the long

_run will distort management’s view of

reality. But I suggest that it is an inescap-
able part of the businessman’s job to
maintain direct personal touch with the
realities of the marketplace. Market re-
search is fine and necessary, but those

unproductive enmity —so, I believe, it is -
fair to ask the consumer to look at busi-
ness realistically, It is no more sensible
for the consumer to expect perfection in
everything he buys than it is for business
to expect consumer acquiescence to all
its shortcomings.
1 sense a kind of perfectionist mood in -

some quarters of the society, an irascible - .~

intolerance for error of any kind. Thisis -
probably a by-product of our technology.. ..
and our advertising. Too often, advertis- -
ing leads people to expect what no prod-
uct or service can’possibly deliver. Qur..

technology presents a more subtle prob-

lem. We've all heard the nostalgic com-

f you say that Nader is shrlll then I would have

to agree —but this is the traditional way to gain
atfention in the clamorous American marketplace”

neat charts and grdphs can never give
you the feel for the product and its user
that you get from a direct confrontatxon
with an angry or happy customer,

I was in an office conference the other
day when a customer of ours in Houston
called me on the telephone. He had 3
problem I was able to help him with.
When our telephone conversation con-
ciuded, someone commented that an
efficiency expert would be appalled that
I would interrupt an important meeting
to involvé myself in the problems of one
of our 20 million policyholders. It is an

 inefficient use of executive time. My re-

sponse was that the day I refuse calls
from custorners is the day I should re-
sign, because that is when I will have
begun to lose contact with the real
world in which we operate.

Share this little fantasy with me . .,

Suppose every American product had
a sticker on it that read, “If this thing
doesn’t work like we said it would, call
our company’s president,” followed by
his name and telephone number. It’s

‘hard to imagine the impact this would

have, but 1 can tell you a couple of
things that would happen. Those com-
puterized consumer complaint statistics
would suddenly come very much alive,
and in a very short span of time the cor-
poration president would acquire a very
sure sense of reality—as well as an un-
listed phone number. .

But just as business must be willing to |
calmly assess what consumerism is try--
ing to achieve—must be willing to dis-,
tinguish between honest criticism and.

‘about this thing we call

ment “They sure don’t build them like
they used to,” and in some instarnces this
may be true. _ N

But there’s another side of that coin.
Not too many years ago, the fairly afflu-
ent American home could count no
more than a half-dozen electrical appli-
ances. If the average appliance operated
six years without needing repair, the
customer was going to the serviceman
on the average of once a year. But if you
have three dozen. appliances ‘in your
home—and many homes today have at

- least a dozen more—then you are get-

ting something repaired on the average
of once every 60 days. In other words,
even if the level of quality is the same,
your service problems have increased
sixfold, which is a pain in the budget and
elsewhere. Inflation, as well, heightens’
our expectations of products and ser--
vices; the more you pay for something,
the more you demand of it. _

-1 think all of us—businessmen and
customers—need to abandon the clichés
we too often use in talking and thinking
“the system.”
The businessman sometimes behaves as
if he were its sole proprietor, and the

. customer sometimes expects more of it

than it can possibly deliver.
At best, perhaps the system can only
be an uneasy partnership, out of which

“the consumer ¢an expect reasonable

satisfaction and out of which the busi-
nessman can expect reasonable profits.
Most- reasonable people would settle

for that. And I believe reasonable people

can make it happen just that way. [§] .
R ‘ -







Bailey / External Forces

for short-run advantage will unnerve the collective political
‘conscience. In consequence, everyone will ultimately suffer
* — especially those who are deserving but who are politi-
.. ‘cally unorganized or inept. In respect to this last point, T
* think that higher education is making some gains. That we
all need to do better — at the state as well as the federal
Ievel — is obvious. In the face of powerful, unpredictable,
and enigmatic forces in the political cconomy, political and
€CONomic sophlsncauon are the condmons of our survwal

Much can and must be done to overcome and to

counteract public disenchantment with ‘higher:

education when such disenchantment represents
an unfair or inaccurate appraisal of reality.

The fourth external force affecting higher education is’

the most insidious of all. It is the corrosive impact of pub-
lic disenchantment. Public confidence in colleges and uni-
versities and their leadership has dropped a whopping
twenty percentage points in six years. It is small comfort
note that public faith in other important institutions in
our society has dropped by similar or greater proportions.
“Part.of the loss of confidence in higher education is a
er from the campus unrest of the 1960s — perhaps
smogrified into the litigiousness of the present. Part,
ubtedly, is a function of higher costs to parents and
udents, especially when matched against increasingly un-
neconomic and status benefits to degree holders.
of the problem may well be a cropping up of an anti-
tellectual virus that seems to poison the national psyche
éw decades — an eruption of a mindless annoyance
‘noisy’ segments of the people who are too diverted
nk and too:lazy to read.

i foolish to ignore the possibility that some of
ie‘public’is justified in its disenchantment, at least in part.
olyn Bird’s book, The Case Against College, is annoy-
ig'because of its inaceuracies and omissions; but it is also

lost some of our standards — beyond, I believe, the
vitabilities accompanying mass education. More impor-
‘we tend to gyrate aimlessly and dangerously between
cylla of archaic irrelevancy and the Charybdis of in-
ocational curricula by market research.

Much can and must be done to overcome and to coun-
act-public disenchantment with higher education when
isenchantment represents an unfair or inaccurate
sal‘of reality. Alumni and governing boards espe-
miist:-be mobilized for this high political purpose. But
honest' introspection on the part of administrators,
commitment to high purpose and high standards,
ssential aspect of winning back public respect and
which are .the touchstones of financial survival.
arevassured of continuing legislative and
niderwriting, 'Without ‘them, ‘we will surely

dening because of its accuracies and inclusions:'We -

P

I urge you not to lose heart or commitment. I do not
know why you chose your occupation. There are surely
ways to earn more money at less psychic cost. But my
guess is that most of you were drawn to your jobs because
you felt somejjow a heightened dignity in addressing man-
agerial and financial skills to an enterprise you believed to
be significant. Or it may have been nothing more than your
desire to raise young children in a .university environ-
ment. But is this not another way of saying the same
thing? Underlymg your choice, and your staying with your

. jobs, is a value preference for institutions whose business
" is not to“produce a commodity, but to induce personal

growth and to search for truth.
‘That such institutions ‘are marked by imperfections, that

~ faculty and ‘student behavior — like the behavior of all
'_.persons——ls occasmnally atrocious, that departmental

and divisional conflicts may make the university America’s
last stronighold of unbridled competitive enterprise, all of
these realities may be enough to make you wonder about
the worth of it all.

But I would remind you of Winston Churchill’s reply to
an old lady who in 1942, in the middle of the Battle of
Britain, asked the prime minister why Britain fought.
Churchill replied, “You’'d find out if we stopped.”

What if we stopped? What if all of our colleges and
universities suddenly disappeared? What if they ceased to
function altogether?

_ Ded’watwn Is Essentml

At Afirst, 11ttle change might be noted But uItImater
doctors would malpractice from ignorance; bridges de-
signed by untutored engineers would collapse; literature
and the performing arts would be held to no standards, and
would dissolve into globs of jelly; economics would be-
come a broken record of inutile theories; philosophers
would play. sloppy word games without rules or rigor;

+wastronomy would collapse into the black holes it has only

recently discovered. Above all, society would develop a
fatal hardening of the arteries for lack of informed and
sensitive social criticism. And there would be no specially
protected environment friendly to the restless probings of
the human mind. It is not too much to say that our stature
as humans would be reduced by cubits, for we would no
longer be standing on tiptoe trying to touch the face of
some beckoning mystery. -

Keeping your institutions going may seem in these days
a somewhat sullen trade. But without your dedicated atten-
tion to the logistics of education, scholars could not search
for new knowledge, students could not stretch their minds
and hearts, society could not receive the healing, some-
times painful, balm of self-criticism. Ultimately the world
could not muster those energies of mind, aesthetic creativ-
ity, and examined moral sentiment that are surely its only"
long-range promise.
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'External Forces Aﬁectmg ngher Educatmn

by Stephen K Balley

Out of the myriad external forces that swirl around
:college campuses, there are four that have had (or
are likely to have) a major impact on the fortunes of
higher education. The ways in which college and university
officials: and friends react to these forces can make an
enormous-difference to the future of higher education.

Coﬁjorheing to New Social Norms

" The first force may be labeled “federal go'v'eranie:nt_

mandates to conform to new social norms.” This refers, of
course, to the dozen or so federal laws placed on the
books in the last several years that attempt to achieve a
variety of social ends only marginally related to the edu-
cational objectives of colleges and universities: equal
'employment .opportunity, equal pay, affirmative action,
elimination of age discrimination, occupational safety and
health, minimum wage and fair Jabor standards, unemploy-
_ment insurance, social secunty, health maintenance orga-
nlzatlons Employment Retirement Income Secunty Act
provisions, wage and salary controls, enwronmental pro-
tectlon privacy laws, etc.
‘Carol Van Alstyne and Sharon Coldren of the Amencan
Council on Education have been studymg the costs to
collegeés and universities of implementing or conforming
to these federally mandated social programs. With the
cooperation of six institutions of higher education of vari-
ous types — granted the primitive state of the art of ferret-
ing or factoring out such costs — the Council’s Policy
Analysis Service staff has come up with tentative figures
that are sobering indeed. If one can extrapolate from this
small sample, most colleges and universities in the nation
‘have:been forced to dip into reserves or into other sacred
- pockets in order to meet the rapidly escalating costs of
federally mandated programs. Fellowship funds have been
- robbed; ‘academic priorities have been skewed, danger-
ously high tuitions have been increased even further. In
'one large pubhc 1nst1tut10n the annual cost of 1mp1ement—

'@ 1975 NACUBO All Rights Reserved

ing federally mandated somal programs rose 1n the penod
1965-75 from $438, 000 to $1,300,000. In one medium-
sized privaté institution, ‘the costs }umped in ‘that same
period from $2,000 to $300,000. In a large private ‘institu-
tion, the comparable figures skyrocketed from $110,000 in
1965 10-$3,600,000in 1974-75.

Some of these federally mandated social programs have
involved a maddening amount of what the Supreme Court
in another context has called “entanglements.” Affirmative
action comes ‘to ‘mind simply because of the recent crisis
over Title IX guidelines and regulations, but many of the
federal mandates have been accompanied by sheaves of
fine print, ‘bales of report forms, and panoplies of inspec-
tors! Here are external forces with a vengeance. ‘And the
costs: mandated by these external forces are not easily
passed “on to the -educational consumer -— or even fo
hard-pressed state 1eglslatures : -

Higher Education Is Not Exempt

What should be our response to’ these uncontfortable
mandates? We could, I suppose, lobby for their elimina-
tion — attempting to roll back the clock to the days of our
more relaxed ancestral prerogatives. But in our better
moments we know that such talk is silly. Among other
thifigs, who are wé that we should be exempt from the
inevitable pains of implementing evolvmg norms of human
equ1ty and dignity? We are a part of the American com-
munity — zmportant and integral. We have been quite as
guilty as other segments of society in perpetuatmg evils of
caste and class — especially those based on race, sex, “and
age. And we have no more right to blow up a human being
in an unsafe chemistry laboratory than an industry has that
right while making munitions in an unsafe factory.

We have every reason to demand that the government
be fair, that it follow due process, that it attempt to keep
regulations as mmple and as unambiguous as p0351b1e ‘and
that 1t put 1ts own chaotlc adrmmstratwe house in order
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There may be legitimate ways in which to reeapt__ure from.
the government (as industry does) some of the more

onerous costs of compliance.

But we are, I believe, constrained to ask ourselves in all
candor whether, without the painful prods and ominous
threats of the leviathan state, we would voluntarily press,
in our proximate settings, to right the wrongs that our
democracy has voted to correct. Unless some of us are
inconvenienced, unless some of us are administratively
anguished, it is probable that the long-standing evils of
artificially imposed inequities and indignities on our cam-
puses will be left undisturbed. It is regrettable that finan-
cial administrators must absorb so much of the prickly
heat. But I am confident that most of you share with me

At its best and most reasonable, accountability is

snnply the legitimate requlrement on the part of

those who supply money that it he Spent prudently
and elfectlvely i

the sense that we _are undergoing historically imperative
pains of penance, and that the quicker. we internalize —
and energize with :our own initiatives — the cutting-edge
norms of social justice which the government is attempting
to enforce, the quicker the external armies of bureaucratic
meddlers. Wﬂl _disappear. “Self—dlsc;lplme ” John Gardner

Professional File”

Chmago commuted seventy mﬂes tw1ce a Week m order to

‘teach a graduate course with only two students in it. The

cost-benefit ratio, in a superficial sense, was insane: a high-
priced professor commuting 140 miles each week to in-
struct two students. In retrospect, the only mitigating ele-
ment was the fact that a few years later both graduate
students won the Nobel Prize. :
The American Council’s able semior economist,. Caro
Van Alstyne, faced with some accountability dilemmas r

-~ lated to-the definition of academic productivity;’ asks t

following: If an engineering graduate in 1920 cou
a bridge, but an engineering graduate in 1975 cz
man to the moon, has an increase in educational productw- :
ity taken place? =
The accountability syndrome will not d1sappear State '
legislatures, federal officials, and responsible philanthro-
poids will continue to press for program audits. as: well
as fiscal audits of their funds. Somewhere between ‘the
preciousness of academic rationalizations of inefficiency,
on-the one hand and the unfeeling and almost anti-intel: .
lectual line-iteming of academic budgets by bureaucratic .

reminds us, “is the yoke of free men.” .

A second external force affecting hrgher educatlon bears
the name “accountability.” Accountability is easily cari-
catured: as the meaningless statistics higher education is
forced to accumulate- in order to. quiet some green-eye-
shade types in the state capital Or to mix some genera-
tional acronyms: FTE X MBO — usable squa:re footage
= FUBAR. .

At its best and most reasonable accountabrhty is sm:lply
the legitimate requirement on the part of those who supply
money that it be spent prudently and effectively. The crux
of the dilemma, of course, is this: How can legitimate
canons of accountablhty be accommodated without up-
setting the priceless fragility of academic self-determina-
tion? There are times when accountability types remind
some of us of curators of Chinese pottery who decide to
test the quality of their.eggshell vases with a tack hammer.
In some states, accountability tack hammers have been
written into law.

While it is important to induce college and umversﬂy
administrators to sharpen pencils in the war against insti-
tutional waste and inefficiency, it is equally important to
recognize the limits. of simplistic quantitative analysis ad-
dressed to partly ineffable academic outputs. Jack Getzels
at the University of Chicago has come forth with a useful
example of the difficulty of factoring cost-benefit ratios in
academic communities. He points out that a few years ago,
a professor of mathematical physics at the University of

2

E ﬁects of the Polmcal Economy

A third external force is, of course, the inek
of the political economy. Inflation, unemployme
costs, and erratic investment dividends. have’
dlfferentxal ‘effects on' institutions of hlgher é
recent months and years. Few of the effects ha
salutary. Some, such as the impact of the cost o
oil on colleges in the northeast, have been horrend
conclusion is that there is no substitute for nav1gat1
v1rtuosrty when sailing on a sea of troubles. In’ most i
tutions of higher education the chief business oiﬁcer a
with the members of investment comm1ttees of
boards, is a key mariner.

I wish that I could be sanguine about the pohtlc
omy 1n the years ahead My fear is that everyone ]

Stephen K. Bailey is vice president’o
American Council on Education. The authi
many books and articles on politics,
ment, and education, Bailey forme)
well Professor of Political’ Science in:th

MA. ana‘ Ph.D. degrees fro
versity. This article s tak
address wh:ch Ba:ley ‘deln
) ’975 anmnu
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Senate hearings find that
program has resulted in
 number of successful
transfers of technology

' ‘from' agency to industry

A new Senate subcommittee—the Suh-
committee on Aerospace Technology &
National Needs—has chosen as its first
order of business an investigation of
the National Aeronautics & Space Ad-
ministration’s technology utilization
program. Somewhat surprisingly, the
subcommittee in its first series of hear-

ings, held late last month, found that’

this is one government program that
appears to be doing exactly what it was
intended to do. The hearings were
packed with satisfied users of the NASA
program. However,
nesses agreed that some improvements
in the program,. including its expan-
sion, would not he amiss.

NASA's technology ufilization pro-
gram is aimed at helping state and local
governments and industry identify and
apply technology developed in the space
program to their own particular needs,
be it a new fire retardant, a new method
of marking thermometers, or a system
for detecting bridge failures. The pro-
gram has been in existence for about 13
years and during that time it has made a
number of successful transfers, accord-
ing to Edward Z. Gray, NASA assistant
administrator for industry affairs and
technology utilization. These include
development of a rechargeable pace-
maker, a new type of respirator for fire-
men, and use of heat pipes to prevent
freezing of oil in the Alaska pipeline.

NASA technology trans‘fers include (clo::kwise from top left) bridge defect detec- -

most of the wit-

period more than 1000 patents devel-
oped from NASA-sponsored R&D have
been made available to industry.

According to Gray, NASA takes a
four-pronged approach to getting tech-
nology out of the laboratory and into the
market place. First, NASA has a low-
cost mail order system to acquaint the
20,000 people on its mailing list with:
new technology developments. About
500 new technology briefs are issued
each year. Each contains a technical
description of the innovation, an ex-
planation of the basic concepts involved,
and specifies where to go for more de-
tailed information, Second, NASA is
willing to sell any one of its more than
16,000 computer programs at a cost of
about $500 per program. As the remain-
ing two approaches, NASA has six in-
dustrial and seven public sector appli-
cations centers at various universities
around the country to solve, on a one-
to-one basis, specific problems brought
to them by any organization.

The centers are staffed by NASA and

. contractor professional seientists .and

engineers who, in addition to using the
NASA data bank, can call on the con-
sulting services of the university facul-
ties and NASA professionals to help
solve a particular problem.

This system does work, according to
Richard L. Pessolano, who established
a new company based on NASA’s heat
tube technology. However, he told the

subcommittee that changes are needed.

in the system to make it more responsive

"to the needs of small businessmen and

entrepeneurs. Pessolano recommends
that, for a start, NASA develop single
source indexes detailing all the work
done on a particular technology. He also
advocates having the technology utiliza-
tion program provide some mechanism

tor, winter tire, rechargeable pacemaker, emergency medical communications

gets high 1

And Gray points out that during {hik

ernments. -

s going and are unlikelyto:

arks

by which the major research companies
that developed the' new technologies
would pmvlde consulting services for
new companies just starting out. And
Pessolano would like to see NASA save.
some of the specialized equipment and
instrumentation related to the develop-
ment of a new technology, which is often
dismantied or auctioned off at the end’
of a project, so that it could be acquired.
or leased by new companies interested
in commercializing the technology.
Another successful user of the NASA
technology utilization program, Alfred
E. Mann, presideni of Pacesetter Sys-
‘tems. which developed the rechargeable
pacemaker,
ing changes 1n the way govérinment
lahigratories rease the ef-

fectiveness of technology transfer, This
might be accamplished he says, by let-

ting government inventors participate
in_the rewards of successful projects. He
advocates using_H)% of any rovalties
derived from a government iizvention
te_offset_the developing agency’s bud- { -
gete,d_gg_pgms wuh 25%. of the proceeds o
ven.t.,o_rhmm&mllgm_ney.aﬂm _
IY_piid_gm.tg_th_unxen.m.t.and_theglab.
oratory s o
Although many industries have i1
plemented NASA’s technology success
fu]iy, state and local governments are
running into.a number of problems:in
their efforts to do the same. For exam:
ple, J. Hugh Nichols, a Maryland state
legislator, says that the costs of NASA
information services tend to be prohibi:
tive for.state and local governments'a
recommends that some arrangements by
made te alléviate this burden. Even
NASA’s:location of its application’cen
ters atstdte universities has had an'u
intended effect. Nichols points out'tha
the political climate between legislature
and unjversity-in some states: ha
hibited establishing effective’relat
ships between’ NASA .—,nd the stat

Despite the problems in the
ernment sector, Senate subgol
members seemed pleased wit
NASA’s technology. utilizatio

any major changes: Howevér "he

year hefore NASA get&any moremn
Its 1976 appropriations h:ll
paqqed Congress and:
$1.5 miliion of a total NA
$3.2 billion for the technoln
tion program. :
. Janm'R I(m;,r.

advocates making sweep- |
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o 1s Worry |

.. By Rebert Pear.

107 Washingion Star Staff Writer
SR The . director of the Na-
s tional Cancer Institute says |
4 the .privileged position of |
_his_agency, including spe-
cial access . to-the White

o ‘Privilege’ |

S suspicion and even con-
2 S tempt” ameng other scien-
' T tists. N

- Ag a result, Dr. Frank J.
“Rauscher Jr, director of the
_.cancer institute, told a
.- ‘presidential -advisory, panel
; yesterday, “‘people.in Con-
.-gress are beginning to ask |,
*"about the motives of the en-
. tire biemedical communi-
- :.ty‘n <. : . . k -
. And they have a right to .
ask after hearing scientisis {
" bicker, he said, .

o “ARE WE as physicians
“and scientists really inter-
- ested in ‘doing something
_.about a major public health
‘problem, or are we more
interested in “gelling our y
share of the funds so that
.we can exiend our Dbiblio-
“graphies? You hear this
more and more,” Raucher
said. "It does cause me
concern.” '

Rauscher acknowledged
that with its “end-run bud-’
get ‘authority” and other
privileges, ihe cancer pro-

-mengy, positions and physi-

Ccal gpace than other units
at the National Institutes of
. Health. .

- .The chain of command 1§
g0 arranged that “‘we can
geb the ears and eyes of the.

" President directly,’’ |

-‘Rauscher. said,. He ' said
‘these special prerogatives
were justified because the

"country has placed high
‘priority on the cancer pro-

Cgram. Lo

He appeared at a hearing
_of the President’s Biomedi-
“cal Resgearch Panel, a
-oseven-member  groug
‘crealed last year to conduct
a sweeping examination of
‘NIH, looking jn patticular
into problems of manage:
Sment and moraje.

THAT PANEL was told
yesterday that patient care
mandajed by Congress
.might be draining Te-
sources and the attention of
scientists away from basic
research into the causes of |

caneery o o owoe i
NIH, under a mudtitude of
external pressures, is pull-
ang “away from reasonably
clear.” esséntially © noncon-
groversial - research - roles
under: strong leaders - o
. |ward ‘both wunclear “and
Athoroughly .- controvarsial

"House, is causing “concern, |

roles in the areas of applied |

Jknowledge through demon-
strations, control programs
Jand - divect sérvice  deliv-
ery,” the panet's staff said
inn a report, ‘
it oliort 1o demon.
strafte - the  fruits of its
FESEITUNTor example, NIH
' isTprovidlag Vseed moncy”
Coto sEAEUTOP T local cancer-

ey RAG WO TIoTe |

- gontrol ms, which |
My dingmosis, |
i mentainge |

A

B

;0 e SOING TO BE )
*geaumnstic,”” Rauscher pre-
dicted, “if a community
" fve years down the road
*cannot get enough money 10
“treat jts isukemic children
ag well as they're doing in 8
“ gemonstration . (progrant).
CThere's going to be ‘gll
“kinds of Hell to pay, T'm
“sure, if wepullout.” 1
© But the cancer institule
“intends to pull oul of such -
i progrz-:lms_after' their first
- three fo five years. -

“Several panelists, includ- |

“also is chairman of the -
Cprefident’s Cancer Panel,
* expressed the - belief  that
L ihe institute should not be In
P the business of recognizing |
‘ . eomprehensive - cancer’
bt gentars” mround the nation,
- a task it was assigned by
“Congresso S
" Rapecher sakd it was too
parly o tell whether his
oy weas Cskimming 0::‘:
s of the eountiy s »
biomedical research
' nce into cancer ‘1o

eial and heslth prebloms.”
Hui he acknowledged ,thz_lt _
vcertnizdy the potential is
E2 - .

sauscher sdid his major
“concern was that the fight.
againsl cancer was “heing
viewed more and more as

ful al the expense o

“othor programs.”’, o

STAFF . of she bio-
meidical research  panel
Cmade thess other points in
Wb roporis S
GNTH ig “in trouble,”
uent b1 ihe micdie of
“derponing ideological, po--
litiaal, budgetary and fiscal
conirpversies.” S
efaadership of MY has
b “increasingly polili-
gized.” e
#2913 isno lenger devoted

¢ purely to the “guest for new
knowledge,” bul, 19 e dis-

"' ing Benno C. Schmidt, who .- -

gnt i other s

o35 of some of its sclen-
tints, 1§ pursuaing

nenresearch aspects, of the |

War on diseas 5 as well. .
L eThe internal orgamiza-
ion aad functioning of the
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Academiicans
Federal Regulati

By GENE I. MAEROFF -

X Bpecial to The -New Tork Times

WASHINGTON, Dec, 12—The simmer-
ing resentment in the academic communi-
tv over the growth of Federal regulation
of higher education boiled over at a two-
day conference at George Washington
University that ended yesterday, - :

on o

Federal, cfficials were strongly criti-

. cized by coliege professors and adminis-
trators for the costs in money, time and
effert of having to comply with an ex-
panding list of Government requirements,

There were many suggestions, though
there wag little documentation, that the

growing Federal role represented an in-’

fringement of academic freedom.

But the conference also was marked
by a vigorous defense of thé Federal posi-
tion by iwo Governmeni officials who
‘challenged the idea that higher education

should be immune from regulations stmi-.

Jar to those impused on business and

other institutions. . = . :

“What is not correct and what I have -

heard in the pronouncetents of universi-
ty presidents,” said Robert H. Bork, the
Jolicitor General of the- United States,
“is the thought that the Federal Govern-
ment makes a unique kind of error whean
it undertakes to regulate universities, or
that universities are so different and
more subtly complex than dther institu-
tions that regulation is bound to be
uniquely destructive “when- apptied to
- them. .

“None of these things are true!.said
Mr. Bork, a former law professor at Yale
University. :

© ‘Martin Gerry, the director of the Offics .~

for Civif Rights of the Department of
Health, Education and Welfare, main-

tainéd that his: dgency -hed a necessary
concern in protecting the rights of women
and members of minorities, people who
have been classically excluded from uni-
versities,” . - - : .

The conference was entitled “The Uni-
versity and the State: The Proper _Rolg
of Government in Higher Education,
However, many of the discussions repeat-
edly pravitated toward one particutar as-
pect of Federal ntervention, affirmative
action. :

The sponsoﬁng organization, the Uni-.
versity Centers for Rational Alternatives,
has helped lead the opposition to the Gov- .

efnment’s system of targets -and ;goals
for' adding more women, blacks and other
minority - members to the faculties of
nigher educaticnel fnstitutions.
Spokesmen

don -

spurred a caustic exchange of opinions
by his femarks on this issue. :

“We are very much disturbed b[\]( those -

who seem: to be disturbed by what the
Federal Government is doing in higher
education,” said Dr, Tollett; director of
the Institute for the Study of Educational

Policy at Howard University. “We're not -

sure they are upset by the red tape or

disturbed by the support and advance-:

ment that the Federal Government has

brought for blacks in higher education.”
) Questlon of Racism Raised

. Members of the atdience “obiecting to

Dr.” Tollett’s comments charged that he

unfairly raised the specter of racisn.
Beyond the question of affirmative ac-

tion, there was hardly any specific men- ’

for the group cail'the tar--
gets and goals “quotas” and allege that |

" such sn approach is “reyérse discrimina-"

One ‘panelist, Dr. Kenneth S. Tollett, - -

2

: fat M éeting in Capltal V_Qicc Resemmeht Over
f Higher Education ~~ -~ =~

tion by the critics of how they thought -
thhe Federal Government was ‘nfringing
on academic freedom. . :
- The concrete examples of the effect-
of Fedetal intervention revolved: around
financial matters. : s
Institutions of higher education: have.
had--to add staff members;and. spend
greater sums of money to deal with the
increasing number of forms that must
be filled out to comply with! régulations

" fhzt are similar to those imposed on busi-

ness and industry, o o F ol :
“Rulés covering occupdtional - safety,
welfare, retirement programs, equality of.. -
opportunity and other espects of .employ-
ee relations have been involved. °

T would: estimate that Columbia Uni-
versity spends easily in excess of §1 mil-

. lion.edch year -in-meeting: its" various

Federzl reporting obiigation_s," said ‘Dr.
. A fevent study by tha-American Council

- ‘on Education found that the average in-

William=J, McGill; Columbia's. président.
stitiition of higher education spent just
“under "I percent of its: total: budget 1o
“fneét the paperwork ‘requirements of the

Federal Government.. .. - .- -

1 return, the nation’s colleges and uni-
versities are recelving the benefit of $15

‘billion a year in Federal assistance, ac-

 cording to Chester E, Fitin Jr., a reséarch-

.er for the Brookings Institution, who
spoke at the conference. .
" Authority -is deaply
form," Solicitor General Bork told the
-conference. But he added, “There is a2 '
pleasure. which I3 nonetheless real, even
if perverse, In seeing elitist institutions

resented i any .

‘Wash. Star .
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~John P, Roche

Affirmat

Previously I suggested
-that the goal of *‘affirm-
ative action’’ programs
cannot be a quick fix,

. Problems that have been
ignored for decades, if not

died by ignoring - theéir
bases. Requiring schools to
admit a quota of the *'un-
qualiffed’’ is, in faet, a
cheap way of ducking the
_structural issue: enlarging
the pool of qualified appli-
cants. : :
Once  this has been
accomplished — and we
have been moving towards
it more rapidly than many,
realize — another questio:
comes up: Assuming the
are  three

opening. in graduate or
pmfesannal school, or an

.. academic post, is it legiti-
-mate to’ cheose the woman
or the black in preference
to the white male?

d “American tradition th
centuries, cannot be reme--

_candidates, -
equally qualified, for an

My answex, to this, one on
which I have
years, iz, “0f co

First, it seems
oughly in keeping

cords certain benefits

‘the basis of “experienceN,
Veterans, for example,
“have been given certain
breaks over non-veterans,,.

groups should not
suming full qualifica-
j6ns — go to the head of the

2, !
* -Second, I belieye this sort
of affirmative™ action is
important in developing
diversity, a particularly
significant value in the
educational context. I sus-
pect one of the reasons I got
my first job as an instructor
at Haverford College grew
from such an unarticulated

form of affirmative action.
I became vaguely aware

- of this possibility when, in

the fall of 1949, the political
science departments. at
Haverford,  Swarthmore
and Bryn Mawr held a j

the only persiq present who
had not receivethhis doctor-
ate on the Charles!

In short, it seem

that all the peas don't come-
from the same pod. This
applies even more force-
fully to women against
whom discrimination has
(with rare exceptions) been’
utterly irrational. =~ -
“Thirty years: ago; “for
example, women who at:

o

ikg action: every legitimate break .

' tended law school were ex-

pected to go forth in the
world and be -— law. librar-
ians! If you suggested a

woman to a big firm (on the,

snund__!;,a’si's-she?tﬁppea her

oint-eldssy there would be a pro-

found silence — after all,
‘she might 'get married,

have children and generally

destroy the firm’s morale.

Universities, with even less

Esn’fication, followed much
he same pattern.
To summarize, as one

‘whogse whole career was

founded on an affirmative
action program, I am not
gotng to abandon,the con-

.cept becausé some idiots’

ve diverted the concept

frdwg its proper course. .
“Thw, - Supremeé - Court
should

stain the Califor-
x, outlawing re-
@ination by
quotas. For a imjversity, of
all places, 10 enst gine ‘such
anti-intellectual noadepse i

seream when the remedies tl}:g- have pre-
ncdbed for others are applied

to: them.”

bad enough, but even worse
-arg the rulings by various

" government agencies that,

while on their face repudi-

- ating-quotas, démand body

At the same time that I
repudiate what Nathan
Glazer has called “affirm-
ative discrimination,” I in-
sist that, on the level of
common sense, every legiti-
mate break be given to
quatified women, blacks or
members of other histori-
cally disadvantaged
groups. .

We are, after all, a na-

_tional community with roots

in the past-and, although I

‘refuse to feel guilty for sins

I have never committed, I
am qgiite willing to take
exceptional action to cope
with the consequences of
past discrimination. It’s not
just that we owe it to
“them’’; we owe it to our-
selves. -
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<Red Tape in Academe o
Universities See Their Au

Dueto U. SRules 0

By JONATHAN SUrIvAK

ity snGefEber by at lenst $6,500, largely

;smu Reporter of THE WALL STRERT J L
< °The unwanted intrusion of Washington
bureaucrats is a familiar grumble of conser-
vative businessmen. But now these same
complaints are coming from an unexpected
quarier: the oftendiberal  presidents of
Amecrican universities. ’ o

- Listen, for example, to Derek Bok ot
Harvard: “‘Goevernment should not penalize

yom legisiatively without glving you a
chance to state your case.” Or HKingmen
‘Brewster, of Yale:. “The fiiere fact that the
‘cause is a good oné does not mean it justl-
fies bypassing the Constitution.™

The reason for these complaints 15 the

belief that the government is engulfing the

universities in bureaucratic rules and regu-
lations which are costly-to implement and
which challenge the universities' autonomy.
Once, these same educators were allies of
Washington. Now. they feel bitter and es-
tranged by the demands Imposed by, such
requirements as occupational health and
safety standards, bans on discrimination in
hiring, and new pension and privacy laws. -

The costs of compliance can be painful.
The American Councll on Education, which
represents most of the natton's colleges and
universities, has found that compliance with
a dozen federal programs costs $9 million to
$10 million -a year at six representative
schools, and consumes 1% to % of operat-
ing budgets:

Linking Doellars te Demands

The government can impose fts will be-
tause the universities depend on federal atd,
and many of the demands are linked to the
receipt of government dollars, Federal sup-
‘port for higher education totals $2.6 billion a
year. up from $338 million a decade ago.
Most major universities get about one-third
.of their income {rom the. federal govern-
ment; the University of California, for exam-
ple, receives $275 million a year for its nine
campuses. Ironically. the Institutions are
crying put for more federal money even as
they protest tederal controls.

Certainly these controls are far-reaching.
An amendment 10 an educaton law, designed
to protect students' privacy for example,
makes it difficult for schools to publish com-
plete student directories because any stu.
dent can inylst that his presence st a univer-
8ity nor Ve displosed publicly. And before
Congress recently spftened the amendment,
the ingtitutions couldn't legally reveal:
grades to students’ parents. '

_ Yale's Mr. Brewster sees a particular
hazard in the recently enacted health man-
power law which requires U8, medical
schools, all of which are government-aided,
- to accept atl American students who have
completed part of their education at forelgn
medical schools. This, he fears, sets a prec-
. edent for federal control of university ad-
mission policies generally. ¥or this reason,
Some medical schoals are considering avotd-
1ng the requirements hy refusing all federal
aid. : .

- The schoals’ bill for federal health and
safely requirements is esflmated to be $3
billion. The rules dictate such things as the
height of safety railings; one schosl com-
plains it had to paint its fire extinguishers
red; another had to outfit science students
with goggles, : ’

..+ At Harvard, an umofficial study estimates
that nondiscrimination requirements have
raised the university's cost of hiring a tac-

. ;thotgh ‘added -expenses for advertisirig,  in-
terviewing “and processing of apilications,
For the same reason, Notre Damé clegfms it*
now spends an added $2,000 a_year-in re-

_crniting & woman faculty member and $5,-

' 000 a yéar more in the case of a black pro-

. fessor, : , A

© The universities must precess four simi-

tar forms for each student who seeks ' fed-
erally insured loan to finance tuition. They
claim that the povernment fails to reim-
burse them-fully for this paperwork. Har-
vard complains thal meeting the reporting
and other reguirements of the new federal

“pension law costs §500,000, without any im-

provement in employes' coverage.
Accusations of unhecessary federal inter-

ference c¢ame nef onlty from powertul pri-, -

vate institutions. such as Harvard, but also
" from the big state universitfes and smail lib-
eral arts schools. The complaints have won
a sympathetic hearing in Washington, par-
ticularly frorm David Mathews, Secretary of
Health, Education & Welfare, who is the tor-
mer president of the University of Alabama,

a post to which he wil] shorily be returning. -

*If we make the universitics the home for
people who are more adept at dealing with
forms than ideas, we have corrupted the in-
stitutions in such a way that they have very
little hape of doing what society wants them
to,"" he says. o
An Effort to Cut Red Tape

With the backing of President Ford, Mr.
Mathews is deading 2 governmeni effort to
reduce red tape and to lessen the regulation
of universities. President-elect 4
Carter is expected o pursue the same goal.’

An advisory commitice, headed by Jo-

seph Sutton, vice president of the University
of Alabama, has offered 16 recommenda-
tions to ease the -universities’ - burden.
Among the proposals: reimbursing the uni-
versities for the cost of complying with fed-
eral regulations, and consolidating the
sometimes conflicling civil rights enforce-
ment activitles of three government agen-
ctes, ’

The universities have their own ideas for
dealing with the government. The Counetl on
Education wants to be consulted on federal
educational regulations before they are is-
sued in final form, Influential university
leaders, like President Bok of Harvard, urge
tellow-educators to make their case to Con-
gress before it can impose new burdens on
them. : _ )

They can claim some success in swaying
Congress. The Higher Education Act passed
this year, gives the iustitufions an extra $10

“for esch government grant or lozn to stu-
dents, and raises lo 4% from-3% the share

. allowed themn for -processing the applica-
tions, The universities p esuaded lawmakers
not to discourage charitable contributions in
this year's Tax Revision Act, ard they
stopped the Postal Service from ralsing
rates on college catalogs. .

Mot everyone in academia is c¢ritical of
Washington, however. Some educational
leaders. praise the government for imposing
needed national goals, such as non-discrimi-
nation, which they feel the universities were
late in recognizing and lethargle in pursu-
ing. “In a sense, the universities brought
this on themselves,” contends Jean Mayer,
the new president of Tufts University,

Jimmy = °

tonomy Slipping Away

n Bias, Pensions and Privacy

Two Schools Defy Government

“Tm not much impressed by the argu-
ment that the federal government is about
to suffocate higher education; on the con-
-trary, I want more federxl leglsiation. and
“support,”” Robert Wood, president of the
University of Massachusetts, said recently
in a letter to an education magazine. .

- 8til], two schools have openly defied the
government, Hillsdale College in Hillsdale,

. DASCRTMINATION  AGAINST TOIE
HANDICAPPEE: The Yocational Rehabili--
tation’” Act of 75 bans discrimination
against the mentally and physically hendi- -
capped in federally alded programs. Ii's .
likely to be a big Slesper. Recently issued
HEW regulations éxtend the definition of
handicapped fo millions of the mentally i1,
alcoholics and drug addicts, and require
that handicapped students be given ‘equal
access to education? opportuntties. The uni-
versities complain that the cost of modifying
blildings for the physically handicagped will * -
be immense, They want to pool resources
ant provide access for the handicapped on a
regional basiy onfy, but so far HEW officials
have said no. )

PRIVACY PROTECTION: The Privacy
Act gives students the right to read Informa-
tion on them in university files, such as in-
structors’ evaluations and records of disci-
plinary action, and o control its disclosure
to third parties. Some professors complain
that these requirements will deter them

" Mich., and Brigham Young University in Irom candid evalustions. making letters of

Provo, Utah, They are challenging the HEW
.Department’s regulations against sex dis-

. crimination on political or religlous grounds.
Brigham . Young. & Mormon institution,
clpims that governivent rules forhldding dis-.
erimination against women who have ahoe-
tions conflict with its own. code of sexual-
morality, ' '

Yale's Kingman Brewster has taken the
lead in expressing academia's broad objec-
tions to Washington's demands: A- former
law: professor, Mr. Brewster percelves a
real comstitutional threat in the govern-
ment's willingness o attach conditions to its
gupport of highet educatipn to achteve other
soclal purposes. He says: ‘I think one of the
real dangers is the case with which the Con-
gress can attach any damn condition to the.
grant or contract, which is wholly contrary
to the motlon of a government, of limited
powers."

' Clearly,
‘Capitol ‘Hill has sagged from the peak it
reached in the :mid-1960s. Legislators have
been -atigered by the steady rise in tuition
costs, what they see as an arregant “'we can
do no wrong'' attitude among some academ-~
ics, and the opposition of many universities
to federal aid to individual students rather
than to the insfitutions themselves,. ' We

"don't have any heroes lett to help us,” frets |

one university official,
Uncle Sam as a Cop
. As a resull, increasing government re-
- quirements are installing Uncle Sam as a
cop on the campus and are giving fits to uni-
versity administrators. Among the particu-
lar causes of their complaints: .
DISCRIMINATION IN HIRING: The
move t0 increase hiring of minority faculty
and women is probahly the single most ¢on-
troversial federal undertaking on campus. It
poses the threal of a cutoff of federal re-
search and other grants if the institutions
fail to take '‘affirmative acHon" to recruit
more woemen, blacks and other mincrities
for faculty posts. Many university.officials
fear the cost and bureaueratic headaches of
compliance outweigh the gains. They also
claim non-discrimination requirements have

lowered academic standards for minority.

students at some law, medical and other
graduale schools as efforts have been made
to develop polential faculty members.

DISCRIMINATION BY 3EX: The Higher
Education Act of 1972 bans al! forms of sex
discrimination on campus and has enve-
loped universities in a web of regulation.
One Immediate impact has been to open up
athlette facilities to women and force higher
spending on women's athletics, At Yale, the
huge Payne Whitney gym {5 now used by
women as well as med, and in the last year
the universily's outlays for women's sports
have increased to $500,000 from $300,000 an-
nualty. o

the untversities’ - standing. on .

recommendation useless. In guy event, it's
not a fit area for federal intervention, some
say. “"The more. you bureaucratize our
lives. . . you have consirained relations Le-
tween students ang professors,” argues Har-
vard's counse], Daniel Steiner.

Mothers:
cont. from page 1

Sandra Sanford, 3 supervisor of sin-
gle-parent services in Prince George's
County, has worked with scores of
pregnant teenagers, and while she
finds that ignorance of contraceptive

. techniques a part of the problem, a
much more important aspect is ignc-
‘rance of what parental responsibility
entails, "~ :

Sanford believes that a large number
of young girls, “consciously or uncons-
ciously get ‘pregnant to satisfy their

“own need for iove” They may come
from families where their own emo-
tional needs ar'e not met and may think
of a baby s someone who will give
fhem unquestioningly the love they
-¢rave, she said.

“They don’t seem to understand that

~ the baby will grow up, that it wili have
physical and emotional needs they may
not know how to' meet. Many of them..
seem to think of 'a baby almost like a -
doll. Lo '
“Mzny times, after about a year, the.
grandmother will be taking care of the -
baby, while the mether returns-to
school. When that happens, the mother.
may find herself more in the role of a
‘sister to her own child, and the mother
may resent it to the point where she
will go and get pregnant again"—like
getting a new doil, o

Sanford says that many of the girls she
counsels either get pregnant or decideto;
keep their bebles ence they are scciden-"

tally pregnant for & hodgepodge of ques-
tionable reasons: They believe it wilt hélp
them hold on to their boyiriends or that’
it will confer upon them certain aduly
privileges. "Some keep their babies for.
monetary reasons —$88 a month if they.
are ynder 18 and living at home, $i55 il
they are over 18" o - o

Both she and Morse doubt thist therd
are very many women who do it {or the”
money, however, As Morse puta it, “If’
that old canard about having babies for-
the welfare check is true, then why are,
there so many Medicaid abortions? (Ap-
proximately 7,000 of the nearly 10.000.

cont. on page 4
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nactow black {ube down the throat of a se-- 4lSo enabte doclors to examine oTgans pre-

dated but awake patient. He peered down viously accessible only. f
the tube to examine a whitlsh-pink cavern bloratory surgery. = -
splitting into “twe tunnels, the broneni, that
CArry air to the lungs. A bundle of Hnv glagg Much like tiny:

I];‘o'ug!_: major ex-

thedical probes function
flaghlichte Bimdlac ~f the

. Fiher optic

Tie ToacH of a buiton.

For some applications tﬁe future is gow,
ATET'S resgarch arm,.Bell Telephone Labo-’
ralories, is testing a - 14a-fiher. cable that
could tranemit B0 VN1 $odemlb e A

operate over ita litetime, engineers say‘..



englneerlng

The table on p. 31 is a summary of

chemical activities uncovered by the U.S.
Patent and Trademark Office in its am-
bitious program of screening U.S. patents’

ment & Forecast, Sixth Report.”
. The goal of the program is twofold:
a:To isolate areas of high scientific ac-
tivity, which presumably will be a pre-
lude to major new commercial develop-
ments.
= To 1dent1fy areas in which residents
of foreign countries are receiving a dis-
proportionately high. share of U.S. pat-

-ents. This may indicate that the U.S. re--

search and development effort is lagging
inthose areas.

Genesis of the Forecast: Almost 4 mil-

.lion patents have -been issued in the U.S.
since the first one ‘was granted on July 1,
1790. For classification purposes, the Pat-
ent Office divides all patents into more
than 300 broad technological groupings
(classes) and almost 90,000 specific tech-
nological categories (subclasses). The of-
fice, with considerable logic, considers

this data bank a unique national re- .
source. And to foster “use and useabil- -

ity,” it has set up the Office of Tech-

“nology Assessment and Forecast’

(OTAF).

For some time, the Patent Ofﬁce has

been intrigued with the possibility of us-
ing computerized scanning of files to spot
‘patent trends. Five years ago, for ex-
ample, it suggested that such a system
might have given advance notice of key
developments such as the Dutch ap-
proach to continuous welding and Swe-

der’s development of tower cranes (CW

Washington Newsletter, July 21, 197I).
When it set up the new system (CW, Apr.
5, 1972, p. 37), the Patent Office said a
trial run showed that the spate of patents
on glassmaking could have presaged the
* use of float-glass.

Proof of the Program: Those test Tuns
had, of course, the formidable advantage

of hindsight. The proof of the program’

has to be its ability to forecast and proj-
ect. And to that end, OTAF has been
-constantly refining its approach.

In its sixth report, for instance, it in-
cludes a number. of two-page ‘mini-re-
ports. They give a brief description of the

activity, a summary of recent trends and -

activity data. The latter consists of a tally
"30 CHEMICAL WI_EElK'July' 28, 1976

" cation. For the ﬁ.rst ime, dat
and reported in its *“Technology Assess-
- included, ‘which,

“““more accurate reflection of activity.
"In addition to the mini-reports, the lat-
est study contains seven examiner reports

. /
/.

apphcatlons from 1966 through’ 1973 are

prepared in greater depth by knowledge-

able patent eéxaminers. Three of direct in-

terest to the chemical process industries
are: - '

period, 236 patents issued on catalytie
treatment of avtomotive exhausts ‘and. in
1966-1973 a total of 164 _patent appli-
catmns in the area ended up as U. S pat—
ents.

The examiner, George 0. Peters, traces
the history of patents in the fi 1

to the wide vanety of operatmg condi-

tions encountered in treating automotive

exhaust or to compensatmg for such vari-
ations. He feels the major effort will con-

tinue 10 be to.extend catalyst life and to
develop materials that will better accom- 2
modate the wide. range of temperature

and operating conditions.

» Algicides. Duting the 1966-1975 pe-
riod, 288 U.S. patents issued on algicide
compositions; and in 1966-1973, there
were 213 patent applications that resulted

“in issued patents.

Examiner Glennon H, Hollrah lists a
variety of algicides categories and their
mode of action. He reports that whilé a
number of compounds possess broad-
spectrum activity, usually several organ-
isms are resistant to a single type. These

 resistant types may thrive while the oth- "

ers are being killed off, so the idea of us-
ing mixtures should come in for consider-

able research attention. Moreover, many -
of the combination being patented ex-
" hibit synergism and he feels that more

work on synergism is in the cards, At the

same time, he feels that work will con-

tinue. on bringing out new. and different
algicide compositions. '

» Aminoglycoside antibiotics. From
1966 through 1975, 151 U.S. patents were

says OTAF, gives a

® Catalytic mufflers. In the 1966-1975

A patent search for te__ch'nology trends

granted on these cbmpounds and in
1966-1973, 124 applications resulted in is-.

" sued. patents. The category includes po- -

tent antibiotics such as streptomycin and
neomycin, Original research effort aimed
at isolating and purifying naturally oc-
curring materials. Then structural modi-
fications and synthesis of analogs proved
rewarding, ‘

More recently, says examiner Johnnie
R. Brown, new analytical methods (such

. ag thin-layer chromatography, mass spec-

trometry, X-ray analysis) have facilitated
discovery of new natural compounds, He
expects the future will see development
of new, more effective ammoglycomdes
He also thinks that refinements in isola-
tion techniques (mcludmg gel and mo-
lecular-sieve chromatography) will per-
mit more.effective separations to obtain

t,ween‘ energy patents and those in the rest
of the report are not comparable. In the

~eneigy section, the base period is the pre-
ceding decade, 1963-1972. In the eatrlier-
 section of the report, the base is the entire

11ne products. And that will facil- -

body of patents that have issued in the -

subclasses.

Among the fields that could have a blg
. impact on the CPI (with percentage

growth in :patents between 1973 and
1975):

# Fuel from waste (31 1%). The cate-
gory includes equipment and processes
for generating gas (e.g., methane), liquids
(e.g., synthetic oil) and solids (e.g., logs

“and briquettes) from municipal, indus-

trial and other wastes. Recent efforts are

! aimed at improving efficiency, increasing
’energy content and producmg cleaner.

- fuels.

n Geothermal energy (46.6%). In this
category are methods of tapping geother-
mal energy and from temperature differ-

entials in natural fluids (as in the sea).

New work is aimed a} increasing the effi~
ciency and, in the case of hot brine, re-
ducing the corrosive effect of the brine

" minerals on equipment. -

§ Direct conversion of solar into me-

chanical energy (11.9%). The methodsr,-
generally employ a thermally expansibly -

or vaponzable workmg ﬂuld that'
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L ized fluid so produced drives a fluid mo-

ives a turbine.
i~ "More for Less:
{ OTAF shows the increasing cost of ob-
/ taining a successful patent application in
both manpower and money. It sélected
| six industrial groups: food and kindred
. A -products; chemicals and allied products;
fabricated metal products; machinery
(except electrical); electrical and elec-
tronic machinery, equipment and sup-
plies; measuring, analyzing and control
instruments along with photographic,
medical and optical goods and watches
and clocks.

heated by solar radiation. The pressur-"
. tor. In one patent cited (3,287,901), solar -
| ,energy heats a low-boiling substanée’
(such as carbon dioxide) to a gas that '

In another séction,”

clearly indicate” that ‘for chemicals and

other industries thée personnel and money‘

needed to obtain a patent is rising
sharply. However, this does not necessar-

11y mean that R&D P

" tions.

Restrlcted_Conclusmn ‘The data'

-a measure of guldance"n planmng

uct1v1ty is faihng

' “off. OTAF offers a number of explana-

First, it is posstble that the increasing
complexity of technology makes it more’

“difficalt to find a patentable invention.
' Second, it i§ possible that the newer pat-

- ents cover broader p1eces of technology. -
.- "A'third possibility is that U.S. industry =
“ ‘rhay have become léss concerned with -
' patents. And if that’s'the case] it would

also explain the sharp in¢rease in U.S. "

o :patents issued to foreign owners.

.In short, thé section on efforts ﬁeededl._'_

“to obtain a patent has to be assessed with o
: conSIderable caut;Lon But that is true of

the entire report which should be viewed
as a long-range forecast that can prov1de




o ~ Top of the new:

. Executwe Editor...

~Semor Edntor.._...
“Sehior Editor..

- Production.
. Research...

Toxic controls:
maybe we'll

get lucky

_ By the time you road'the‘so‘urords, Presi-
dent Ford most likely.will have signed the

_ toxic substances control bill intd law, It is

academic now, of course, but we still feel

this umbrella legislation is, in its present’
broad form, unneeded. (Interestingly; Al- ~
lied Chemical was sentenced last week in~

connection with Kepone pollution under

provisions of the Federal Refuse Act of
1899 and the Federal Water Poliution -

Control'Act, as amended in 1972.) Stilt,
we don’t think toxic substances legislation
of itself will topple the chemical industry.

. Several industry leaders have said it is a

law they can live with. The Manufacturing

~ Chemists Assn. has endorsed it. 'Tvpical of
" comiments: it is “tough but workable.”

In fact; among large chemlcal compan-
ies, only Dow Chemical continues to

_publicly object and question its need.
'_Mcanwhﬂe among small chemical com--
pamcs

Fike Chemicals continues its
worned protest.

. Indeed, feisty Elmer Fike, pre51dent of
- the small Nitro, W. Va., firm, probably
. has sized up things as well as anyone,
- “Few really understand the bill and its
'1mpllcat|ons * TFike recently told CW’s .

environment odltor Irvin Schwartz (CW

Sept 22, p. 13)

- But we can’ conjecture. And we don’t .

like some of the possibilities.
“While Fike obviously has his own ax to

: grmd (as” do .we all), his oft-repeated
complaint that stringent toxic substances
legislation” will be. harder on ‘small
.companies than on large ones is plausible.
“To be sure, the bill as finally passed by
- December 1975 ‘meeting of the Cherical: .
- Specialties Manufacturcrs Assn., he e
 seemed conciliatory (CW, Dec. 17, 1975, p. - -
~5). But at the October 1975 meeting of the "~
' American Forestry Congress,
" urging envlronmentallsts to “rally’ togcther
‘to fight for the real essentlals” (CW, Dec.:

Congress -eases certain provisions where

small firms are concerned (exemption, for
“example, ‘from reporting requirements,
. lower fees). But in any serious contést with
' the povernment, larger companies almost

certainly will fare better if only from the

‘standpoint of staying power. The ultimate
result could be a significant and unwel-
come shift in composition of the industry
_and a lessening of competition. -

Innovative potential, a hallmark of the

chemical industry, may also suffer.” For

. one thing, smaller companies have often

been in the innovative vanguard. And even-
- for larger companies, the increasing bur-
" dens associated with -new—product develop-

ment are bound o’ 1nf1uence R&D
budgets

over every citizen, that it places in the

hands “of a single Washington agency.-

Environmental Protection' Agency offi-

_cials, we are told, insist this should not be

a’ concern. “Don’t worry,” they say in

‘effect. “We're reasonable. people ” And
'EPA Administrator Russell E. Train has’
promised a “g0-slow” approach in enforc—

-_mg the law (CW, Feb. 18, p. 12).

: But can we count on EPA ofﬁc:lals to

~_ cans as “often engaging in a grim game of -
" chemical roulette,” “without their knowl-
“edge or consent” (CW, Mar. 10, p.'5). The
. chemical industry, could piesumably live

" February? ‘And how about the Train of

. tors? -
But the aspect of thc pf:ndmg law that ’
_ troubles us the most is the arbitrary power

over the industry, dnd therefore indirectly

* industry’s favor, the current bill still sets -
" the administrator up with a great- amount

siibstances controls, it; will apparently j«
“largely at .EPA’s’ dlscrctlon and on 1.

continue to be reasonable “or for such -
reasonable people to; be followed by =~
equally reasonable succcssors" ‘Recent- -
pronouncements by Train himself- mlght =
make one wonder. At last June’s sprmg
luncheon of ‘the -Drug, Chemlcal “and
Allied Trades Assn., Train came across as
“firm but fair” (CW, June 30, p. 5). At the

he was

3, 1975, p. 5). And last February at thc
Natlonal Press Club, he' descrlbed Amerl-

with the Train of June and December
‘past. But what of the Train of October and

days to come’ or future EPA admmlstra-

- In splte of “some compromxse in the

of arbitrary authority and broad latitude. -
If the industiry is to live with ‘toxic

e
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Opponents. of- tﬁe. .b111 quesuon Bell

o --Stat_lsucs One public study in Massachu-
~ . -setts showed that Bell’s local phone ser-
vice was returning 26% on investment.

The notion that home phones were sub-

“sidizing - other - services, instead of ‘the

- othér way around, was supported in a re-
-.port-last week by the Fcc.. Opponents -
‘of the bill also point out that in the com-

- pany’s third quarter (ending Aug. 31),
. .AT&T earned $1.01 billion, up 25%

from the same period last year—the

S largest amount ever-earned in-a smgIe
s .quarter bya U.S. company.

- Industry ‘United. The bll.luhas al-_

- ready gained the nominal backing of 1&
~ sponsors in'the Senate-and 175 in the:
"House. Also supporting it.is the Com-+
. -munications Workers of  America,
-whose members stand to lose _]ObS to for- %

eign equipmetit makers. The indepen-
dent phone compames back the bill be-

" caise they receive substantial revenues

from traffic overr AT&T long lines.

‘Someé small companies get as much as.

85% -of their revenues-that way. Says

"+ Jack E. Herington, chief lobbyist for the
-independents: “This is the only time the
-__.industry has‘been united on'an issué.”

Currently, the competition the bill

-seeks ‘to eliminate is not big. Between

them, the specialized communications

" carriers and the equipment makers had

revenues last year of only $178 million,

foo v Bell’s $28.9 billion. Clearly—although
A T & T Chairman John D. deButts de-

- nties it--the bill is aimed at stifling new-
‘comers to the lucrative communications
".markets-of the future. Those potential
billon-dollar markets are in such-areas
- ag-facsimile communication, satellite

transmission and computers that “talk”
to each other over greal distances. With
its bill, the telephone establishment
wants a guarantee that it will have the
biggest slice of the action.

CRIME

: Tobqtgio Road

~ Late one muggy afternoon’ last
month, ¢two men carrying bulging pa-
per bags got out of a 1975 Mercury Mar-
quis, walked up to a cigarette wholesal-
er’s warehouse in Queens, pushed a bell
above the steel door and were admit-
ted. A few minutes later, another man
rang the bell. “Whaddaya want?” he was
asked over an intercom. “This is Jerry.
I came to pick up the order,” said the
caller. “It’s too late. I can’t give you the
stuff,” said the voice, clicking off. The
caller made a quick gesture to a build-
ing across the street. Out stepped Pat-
rick Vecchio, assistant director of the
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S prlvate hnes commerc1a1 phone*
- .- equipment- and: fancy Design Line tele- -
- phonés - that ‘AT & T introduced ‘two
- years ago. If part of that business is lost
.to competitors, tates.to home subscribers
S willhave to goup. AT & T claims it sub-
- . - sidized home service to the tune of $4.6 -
- sbillion Tast s year. =~ o

special invéstigations buréau of the New
York State tax department, carrying a
bullhorn. “We are state investigators,”
announced Vecchm over the amplifier.

“Open the door.”

. Thus began the most successful se-

ties of raids that Vecchio and his men
“have ever carried oul. Their quarry: cig-

arette smugglers. Inside the warehouse,
they found three tax-stamp counterfeit-

-ing. ‘machines—two still in the paper
.bags brought by the men from the Mer-
“cury, the third already mounted and in
ogeration. Fanning out, Vecchio’s men
- raided four other-tobacco ‘distributors,

confiscated 50,000 cartons of cigarettes

~and arrested eleven men-~-including

three major wholesalers and Murray
Kessler, 52, identified by police as.a
kigh-ranking member of the Vito Ge-
novése mob. But, says Vecchio, “it was
only a drop in the bucket.”

.That is right. Cigarette bootleggmg

—“buttlegging” to police—is a multimil-
lion-dollar business. It is a phenomenon
of the past decade, when hard-pressed

state governments discovered that levy-

ing stiff cigarette faxes was a politically

. painless way of raising money, The tax-
- es, however, are easy to evade. Buttleg-

gers, according to one police source, now

'_smuggle nearly half a billion cartons a
“year--0r. one-sixth of all cigarettes

smoked—into 42 high-tax- states. The

'Council Against Cigarette Bootlegging,
- an organization. financed by the tobac-
co industry, estimates that 44 million

cartons wiil be smuggled into New York

State alone this year, at a cost of $110

million in lost tax revenue. :

In New York City, where c1garette
taxes have grown from 9¢ to 23¢ a pack
since 1965, some experts believe that
halfof ali cigarettes sold are contraband.
The number of legitimate dealers. has
been cut in half, and those that are left

TAK!NG INVENTORY OF CONTRABAND CIGARETTES. EN A POI.ICE WAREHOUSE

are either going broke .for salting their

- stocks with untaxed packs. Says Mur-
" ray Baratz, Secretary-Treasurer of the

tobacco distributors’ workers’ vnion: “If
nothing is done to correct the conditions,
there will be in the very near future only
bootleggers.”

The prmmpal source of bootlegged
cigarettes is North Carolina, where to-
bacco is king and the state tax is only -
2¢ a pack. On one 100-mile stretch of
highway, known locally as “Tobacco
Road,” there are more cigarette dealers
than pine trees, and their lots are
jammed with out-of-state cdrs loading
up for the run north. Profits average
$1.25 a carton and the risk is relatively
low: according to police, the odds against
getting caught are 200 to 1.

_Small operators, although still nu-
merous, are being muscled out of the
buttlegging business by organized crime.
Police say all five of New York’s Mafia
familics have moved heavily into the
business, and that their profits from the
iHlicit trade now approach $100 rmlhon
ayear.

_ Elusive Rucket The Mobs oper-
ation is highly sophisticated. Some fam-
ilies are believed to own North Caro-
lina dealerships, which supply them
with cigarettes free of the North Car-
olina tax stamp. Their trucks are
equipped with two-way radios and es-
corted by scout cars on the lpokout for

“ police. On a typical run, the cigarettes

are loaded onto giant tractor-trailers ca-
pable of hauling as many as 60,000 car-

tons at a time. As they near their des-

tination, they are transferred-to sraller

trucks to reduce the risk of detection and

the loss in case of seizure, Once in New
York, some of the cigarettes are sold at
cut rates—often 35¢ a pack below nor-
mal retail prices—by underworld oper-
atives in bars, oﬁices factones, beauty
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parlors and apartment buildings. Oth-

ers are marked with counterfeit tax
stamps and distributed to ostensibly le-
gitimate retail dealers. The counterfeit-
ing, say state authorities, is often so ex-
pert that it can be detected only by
laboratory tests,

Against these dodges, police are all
but helpless—partly because of budget
and personnel cuts, although it is dif-
ficult to see how even vast hordes of po-
lice could stop this particular, elusive
racket. Also there has been a concerted
lack of interest on the part of the courts
and state prosecutors. Only nine butt-
leggers were sent to jail in New York
City last vear—seven of them for three
months or less.

A New York State task force of po-

Yice and tax officials conducted hearings -
last spring, then issued three recommen- -

. dations: tax laws should be stiffened, po-
lice should be given more money and
enforcement powers, and cigaretie tax-
es should be slashed by as much as 10¢
a pack to reduce the smugglers’ incen-
tive. The last proposal is probably uto-
pian. Cutting taxes might well reduce
the buttleg traffic, but it wouid also cost
the state an estlmated $33 million a year
in lost revenue—assuming, of course,
that the buttleggers do not take over all
the busmess

' INVES'I'MENT

More Worker-Owners

. - 'WELCOME TO SOUTH BEND "LATHE
AMERICA’S LARGEST 100 PERCENT
EMPLOYEE OWNED COMPANY. So reads
the proud sign in front of a sprawling
" red brick factory in South Bend, Ind. Lit-
tle more than a year ago, the 70-year-
old machine-tool maker faced liquida-
tion because its performance was not up
to the expectations of its owners, Am-

sted Industries Inc., a Chicago-based
. conglomerate. But South Bend was a sol-

id company with good years ahead of

" it, thought some of its top executives.
They went shopping for a way. to buy
the company and pump in enough work-
__ ing ‘capital to keep it going until times
" got better. Today South Bend is doing

- well and is_ totally independent, with

.. most of its stock already deposited in a
_trust in which each of the company’s 440
" employees share, accordmg to salary

and senjority. SBE’ turn-afound proba-

" . bly owes much to the U.S. economic re-

covery, which has sharply driven up or-
" “ders for machine-tool producers. But the
company might not exist at all were it
<~ not for a financial dévice called ESOP, or
- Employee Stock OQwnership Plan,
ESOP is no fable. The device is be-
coming mcreasmgly ‘popular as a way

' _ for companies to raise needed capital

and g1ve employees a stake in the busi-
ness. As in the case of South Bend Lathe,
an ESOP can help a basically sound busi-
- mess to keep going when it would oth-

- erwise be sold off or closed down. But-
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SOUTH BEMND LATHE
MAERIGA'S LARGEST
160 PERCENT EMPLOYEE
cwnzn COMPANY

INDIANA WORKERS KEEP A FALTERING BUT SOUND BUSINESS GOING
“You've got your. hand in my pockef if you don't do your job.”

its use is not limited to such last-chance

situations. According to the Internal

Revenue Service, more than 250 firms
now operate some form of ESOP pro-

‘gram, including such corporate success-

es as Hallmark Cards of Kansas City,
Mo.; Gamble-Skogmo, a Minneapolis-
based retailer with 18,000 employees;

" E-Systerns, Inc., @ Dallas defense con-

tractor; and Houston’s Zapata Corp.
'I’ax Bredk. The main attraction is
that an ESOP gives a company a huge

“tax bréak. The mechanism: an employ-

ee trust is set up, borrows money and

. uses it to buy newly issued stock from
". . thecompany. Then the company makes

contributions to the trust that are used

. to repay the loan; they are contributions

to an employee benefit plan and are tax
deductible. Had the company borrowed
the money directly, it would be able to
deduct only the interest 4s a business ex-
pense. When the money - goes through
ESOP, the company can in effect deduct

prmc1pa1 repayments too, thus cutting .

borrowing costs by as much as half,
Even that is not all. In recent years
Russell B. Long, the conservative but
populist chairman of the Senate Finance
Committee, has become an evangelical

‘disciple of Louis O. Kelso, a San Fran-

cisco attorney whohas long charmpioned
various forms of “worker capitalism.” In
1974 and 1975, Long pushed through
legislation increasing the 10% invest-

ment-tax credit that a company gets for

purchases of new equipment to 11%

_—provided that the extra 1% is used to

pay for company stock distributed to
employées through an ESOP. This year

- Long pushed further; that 1% special

credit (which is directly subtracted from
the tax a company owes) has increased
to 1%4% in the tax-reform bill that Con-
gress passed last month (TIME, Sept 20).
The extra half-point, however, is avail
able only if employees dig into their own
pockets and invest a matching amount
in the company’s stock. American Tele-
phone and Telegraph Co., which has
more than 770,000 employees, is now
considering setting up a limited ESOP.
Such a plan could have saved Ma Bell

$80 million in 1975 taxes alone..

Cnncs of the tax brea.ks argue that -

they amount to a gift from the Govern-
ment that will mamly ‘benefit- high-sal-
aried workers in such capital-intensive
industries as oil drilling and machine
tools. They are the industries that use
the investment-tax'credit most heavily,

and their capital néeds make them es-- .
" pecially likely to grab'at what amounts~ -

to a chance to borrow at low cost.
“'But the ESOP idea has strong sup-

port from Congress’s Joint Economic -
Committee, and the Economic Devel- - -
opment Adm].mstration ‘of the Depart-. "

ment of Commerce is actually requmng

that some companies to which it glves '_

loans establish ESOPs.

The most powerful defense of ESOP
comes from Long, who waxes as fervent. .~ =
on the subject as Kelso. The Louisiana = =7

Democrat contends that the idea will

spur managers to invest more of the §3 -

trillion to $5 trillion that economists say

will be needed over the next decade to =
modernize U.S, industry—besides ‘the”

philosophical benefits to capitalism of
having workers become owners. ESOP,

says Long in a burst of lyricism, “is bet-"
ter than Geritol. It Will increase pro- -
ductivity, improve labor relations, pro-
mote economic Justme Tt will save this

economic system.”

Measuring Up. Labor leaders have
been ambivaleni about ‘ESOP, but at
South Bend Lathe, United Steelworkérs
Union members are enthusiastic, and
two local representatives sit on the com-
pany’s board of directors. Union Orga-
nizer June Molnar, 26,a tool and cut-
ting grinder, reports that workers check
out new recruits to be sure they mea-
sure up. Slacking off is not tolerated.
Says Molnar, who expects to get about
$2,000 deposited in hér ESOP account
this year: “It’s

job’” Molnar’s boss, SBL" President
Richard Boulis, 53, is just as ebullient.
Contemplating a 20% risé€ in productiv-
ity in the past year ahd -close to 10%
more preiax profits during the first year
of indepéndent operation, he exults,

“Worker-owned compames are the way

thO”
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‘Hey, you've got your -
hand in my pocket if you don’t do your °
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_ ere’s more to Oxira ne than
| ‘-_A'Propylene OX|de and Propylene |
Glycol S
| In Gddl’non to ourfour plcmts
at Bayport and Channelview,
'Texos WITh 1 977 ’ro’rql cc:pocn‘y of

- Propylene Ox|de-' |

1. 3 b||||on poundsofPO and PG
our new Ethylene Glycol plant
under construction at Channelview.
will'be producing 800 million

pounds of product fo meetthe

_gl’OWI ng needs of the mc:rke’rploce







" There's nio need to tell you about problems of stack gas clean—up _

_if you operate an H SO4 plart, a non—ferrous smelter or any sort

- of plant generating power or steam. You ve been told enough

. already. What we do have to tell you about is a possible solution.
We have technology that can’ handle just about any SO, content

in your st

arid’éan bring levels down below 300 ppm.
or, ludge or soluble waste to get rid of. The
ut»of your. plant is-marketable or easﬂy '
uf 1 Everythmg’,; "e‘_,1s recycled. - :
Who are we?'Techmp/ SD Plants, a Technip Group company.
“We do des1gn and engineering, p:r:OJect planning and manage-
ment, procurement, construction — in short, everything from
feasibility studies to start-up Not just in pollution control, but in'
many areas of processing and power. For clients large and small.
Let us hear from you—we'll be happy to show you our credentials.

Technlp/ SD Plants, Inc.

L P . a Tec]hmp Group company

| R ' | . . - 2 PARK AVENUE o
P S NEW YORK NEW YORK 10018 _
Telephone (212) 481-0400 Telex 12- 5221 (US) 23-8778 (iore:gn)

R engmeers for petrochemlcals * monomers and polymers * fertlhzers, ieeds cmd foods
gas processmg * organic and inorganic chemlcals . pollutlon control




T. S Department of Health, Education, and Welfare -
Office of Public Affairs
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. -them do not undérstand how many etd

- teachers and students to entertaining distrac-

_ kind of theorizing. To most of us, that is, it taught the importan

" fers encugh now from gross utilitarian preoccu- - that if they do so the oppol

..'Wash Star .
 Rov. 29, 1976 Edit.

'Workmg', 'learnmg and playmg

“Clearly,” writes Liz Gallese of the Wall Let educatlon be useful, by all means; let it ap-

Street Journalin a fascinating report on the na- pear so to students, no harm in that. Bat it *
- tion's latest educational hobby-horse, “the case hardly follows that children of elementai‘y
for career education hasn’t been proved to school age should be dragooned into anxiety
‘everyone's satlsfactxon ” about career chaices long before they’re mature
‘We would go farther. Not only is the case un- enough to consider those choices - and at the .
pl"oven A great:many parents whose school-age probable expense of basié academlc mstmctmn,
chi{&ren are, or-soon may be, targeted for indoc- at that. :
trination in the“work ethic probably -know little As we were readmg with some apprehensmn

or nething of “‘career education.” of the latest strides in career education, there

The, program; launched by Dr. Sidney Mar- came opportunely to hand the reflections of

" land. gurmg vhis recent . term as U.S. President Steven Muller of Johns Hopkins
Commissioner of Education, flourishes in a cli- University on the undergraduate frame of mind. .
mate of jublic inattention. And it does flourish. If Dr. Muller is to be believed, and he is a first-

-~ *‘Some 9,000 of the country's 17,000 school dis- hand observer, what students need today is riot
tricts have launched programs,” writes Ms. systematic indoctrination in the work ethic from -
Gallese. “'But the biggest impetus has came infancy up, but greater faith in the ]OY of leam—
from federal legislation.- Omne bill has provided ing from adulthood down. )
$64.5 million ajnce 1968 . . . . Another bill set up . Dr. Muller’'s observations t‘orm in both tone
the U.S. Office\of Career Education and author- and content, a healthy antidote to career educa-
ized $15 million {oriually for four years.”’ * tion faddism. Johns, Hopkms students, as he sees

The idea — thg exact goals of career educa--~ it, are too much affected — even depressed —
tion are Iess thay definite — js roughly this: by “‘an adult American world in which a sharp.
Children must be\drilled from the earliest = and unhealthy distinction persists between work
grades in the direch connection between study and pleasure — a world in which extreme utili-
and work — “the world of work,” in the favorite tarianism has driven pleasure out of work and,
cant phrase. The directyr of the Office of Career sénsible purpose out of pleasure . . .-, The tend— .
Education sees it as:*‘4n effort to put proper ‘ency today in universities and colleges is tp
emphasis on education\as preparation. for become even more explicitly prevocational... o
work.” *We can no longer afford,” says another to dismiss. learning as a frivolous luxury and_tol
booster of the program, ‘“tp send people to  _focus on what is considered socially useful in the -

tions of educational philosophy they beg of work alone, but the ultilitarian imperative

In any case, Ms. Gallese reports that first- - nurtures the concept of leisure as.an escape,

grade children in Old Bridge, N.J., “‘speni two - fromwork.”
weeks . . . behind the scenes at a local clothing Perhaps it is mere coincidence, not a sign that
stare, drawmg pictures of peoplé weaving the students at D¥; Muller's institution and
cloth,” while others, for homework, *record the others already suffer from the grim indoctrina-
sizes they take in shoes, pants and hats.”
The occasional field trip to see how clothes
are made and fitted would be objectionable only
tcn)) educational curmugeons. But two weeks? .
bviously, the ambitions of career educationists e .
go well beyond the familiar susceptibility of ed b suggests, students are unhealthily obsess

scene he laments is just the dubmus xdeal they

tions from reading, writing and arithmetic. |
Indeed, of primary interest to us — and, we
are glad to note, to the doughty skeptics of the
Council on Basic Education, which keeps a jaun-
diced eye on educationist fads -— is the attempt
to clothe familiar distractions from schoolwork Work has its p
in high-flown theorizing. tion that our scho
To most of us, it may. seem exactly the wrong - struction in its value.

ace. But there is every mdlca-

They need, rather, to be
: of training their minds
might seem that American public educaﬁon suf- and enriching their spirits, with the expectation
nity for useful work

pations, and needs no further coaching in them. will not be lacking.

must have a pur- most immediate sense . . .. What is missing in- -

- pose, and ‘that purpose is preparation for ca- creasingly on campusés and-throughout Ameri- -
reers.” There isa certain exaspeXating obtuse-- ~ ° can life is the intellect at play, the joy of learn-

i : i ¢ who make ing not for economic gain but for relaxation . ... ..

al ques- No humnan society can sustain itself on the basis " -

tion of the career education theorists, that the - .

l'essure to make an nnmedlate diréct

l-age youngsters need no in-’
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Delay Urg

.'mcm;romp'(Ap}-_—-ru;t@er argu-
on. desegregating: Maryland's

. public ' coJeges . -and - univérsities
shouid

-walt wntil the entire Fouith

"US. Circuit' Coint “0f Apbesls can’

hear the case, a three-judge panel said
Thursday,

dge C._Braxl{dn.‘-.('}i'a\"eu said he

~was'concerned thet a ‘decision: by the

-panel could place the Fourth Cireuit
Courl'on a éollision course with the
US. Court of  Appenls for the District.
of Columbis, which msy also have ju-
rigdiction in the dispute, Cew
.. Fhe appedl By’ the’ Department of

Health, Ediration and Welfdre is on o

‘ruling by a ‘federal judge in' Balti-

‘more, but the HEW action that led to

“the Baltimore Tuling was. based on an.
order from a federal -Judge in Wash.
ington involving Maryland and sev-

" eral other states,

© €ase was important enoughi to.warrant.

"“We think it would be bést. to let
. the whole eourt’ decidle,” said ‘Craven,
agieelng with HEW's position that:the

a full-court hearing’ -- ©

el

€
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d in State Coleg

- Desegregation Case

Has Nation’s

Vorrie

By Lance tﬁay :
and Robert Pear

... Washington Star Ste!f Writery
SALT LAKE CITY <
week-of August; a 16-
dragged herself singly and painfully
-inte the modern mountainside emer-
gency room of University of Utah
Medical Center complaining of ab-
dominal pains. i

In the third. |

" “She’ was routinely admitted to a |

| room and doctors took biocod samples
and cultures and began running tests

“to find out what caused the pains that
- got more severe as thehours passed.
" . :She had a pelvic inflammation
~*and the hospitai did every test they

could think of and couldn't come up

with what caused it,”

County Veneteg! Disease Clinic.

Then they decided to see if it wag
gonorthea. The test unequivocally
proved it was. But then the hospitai
lab technician did an unusual thing.
Instead of assuming it could be
treated with penicillin; as it normaily
is, the. technician tested to see what
drug would kill the strain and found

. that it was strangely resistant to peni-
i, :

“THEY THEN CALLED us to see if

we knew anything about this, recalls - -

Buallock. “Well, we had heardof a new
strain of penicillin-resistant gonor-

. rhea and iold them the test they had

_throu;

todotesee if that wasit. . . .

"It was,” : o

That was almost four months ago, -
The county now reports it has I8 cases
of the powerful and datlgerous new
strain that appears to be slowly
spreading through the bedrooms of
America after being discovered in the
brothels of the Far East and the
Philippines, - - ,

“"We thought we had- it all isolated
until yesterday, but then we had one
person. who named- 28 contacts in a
three-month - period.. We now have g
problem,” B_uﬂiy:_k said, - ’

As most high school students can
tell you, gonorrhes is as common as

the common cold, easily diagnosed .
symptoms in the male and

- quickly cured with a simpie shot of

- penicillin.

ear-old woman |

* sistant gonorrhea -~

_ recalls Bonnie
.. Bulioek, the director of the Salt Lake .-

; \Whﬂ ‘Superbug’ just laughs at peniciflin shots

THAT’S TRUE OF common gonot-
rhea. But not this strain, '
D.L. Gunter, chief of the V.D, con-

(trol unit for the State of California,

bas dubbed it *“the Superbug” be-

_cause of its resistance 10 penicillin

and its apparent virulence, ;
There is another drug recom-
mesided for treatment of peniciliin-re-

spectinomyein,
sold by the Upjohn Co. under the.
brand name Trobicin.

. But be- forewarned: According to
Dr. Harry Gibboxs, head of the Salt
Lake County Health Department,
physicians in England report they
have two casés in the seaside indus-
trial center of Liverpool that seem to .
have' developed resistance even fo
that drug, ‘ I

Because of the virnlence of the
mutated strain and its threat to soci-
ety, Gibbons last week asked the
CouRty’s top prosecutor to be ready to

- issue warrants, if needed, to bring in -
and isolate anyone suspected of hav- .

ing the disease. .

“WE'RE GOING TO lose our nice-
guy image over this,” says Bullock,
“but if necessary we're going to geta
little tougher, In the past we've relied
on patients bringing contacts in and
giving them medical and not moral .
assistance. That might change.” Y

“Salt Lake City is a relatively. isg-:

- lated community,” explaing Gibbons,: .

who believes that his cases may be:
the first in the nation indicating sec-
ondary spread of the disease.:

*“There’s no reason why we stili can’t]
i

get a lid on it and control it i
. Oneofithe first two confirmed cases;
in the nation was spotted in the Wash-|
ington area by Dr. William 7. Marek,

‘ :;glth officer of 8t. Marys County,:. .

‘cont, on page 5

cont. from page 3

reported abortions in D.C. were either
paid by Medicaid or. performed free at
D.C. General Hospital. How many were.
performed by private physicians and:
unreported Is anybody’s guess.) )
H what Sanford says is true—and so-
clal workers everywhere tend to con-
firm her—then itis no wonder that the
what-to-use-and- whereto-getit advice
that has been a_major part of the sex-
education programs for 5o long is not.
baving ‘any significant effect.in reduc:

- ing . the pumber of out-of-wedlock

births among teenagers. »

A more hopeful direction may be the
trend already established in some high
schools where childrearing classes aré a-
regular part ‘of  the  curriculum, ofteh-
with the students’ own children in the
nurserjes. In addition to teaching these
young parents and potential parents im-
portant lessons in parentaj responsibility,
and in the necessity for enhancing their
children’s physical; emotional and intel-

. lectual growth, they also can help 1o

drive home the fact that parenting - is_
hard work, not an escape from anything..
Emily Moore, director of Planned Par-
enthood of Metropolitan Washington, be-
tieves that giving young people a sense
of the reality of childrearidg is as tmpor:
tant as birth-cotitrol techniques in giving
thern the basis for an. intelligent choice
between having children or not having
children. - B
- Finally this; One reason we believe it is
wise for youngsters to delay raising fami-
lies is that having children too early can
place severe Hmits on their educational
ang vocational aspirations. :

- ‘That so many young girls, especial

from low-income families, decide to'keep

their babies may bea way of saying that
they never expected tnuch in the first
place and, therefore, saw themselves.as
having little to lose, ° 3 S

1t will take far mote than sex educa
tion to deal with that one.

gt
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Much of the early expenmentut work was taken

chemical exploration. Experimental methods aré now
available to pinpoint ‘the site. of action of & drug
and the neurotransmitter it affects, In addition elabo-
rate maps are in preéparation ‘that will soon tefl the

- location of naturally occurring - neurotransmitters,
where they are released, even the prec15e celly where
they act.

Although at: least 15 posslble biochemical neuro-
transmitters are now known, only four are usually
invoked-in psychochemical theor_'ies of menta] illness-
—dopamine, norepinephrine, acetylcholine and seroto.
nin. Researchers are far from an air-tight theory
specifically. relating any of  these "chemicals to a

In the ha.ﬂway outside of the Society for Neuro-'
cience meeting: last month in Toronto, 2 group. of
young neuroscientists wede swappitg research goss
gip. “The catecholamines aks out - the endorphins
are In” was the’ group's sumn atlon dehvered by a
neurochemist. AN

The endorphms a new class o naturally occumng
opiates found in.vertebrates ag Jar-ranging as albino
Tats and Mensa scholars, are proXiding the ‘stimulus
for a fresh assault on the hiochemial basis for men-
tal illness. Where the-research maj\lead, and what
&omecbutions the' endophirm may fimylly ‘make, re-
mains specilative, “It's Just too early toytell,” accord-
ing to Dr. Willigin E. Bunney, chief &f the adult
psychiatry branch of the National Institie of Men-
tal Health.

Although the endm-phms are the thost rdcent at-
tempt at a biochemical “fix” on mental didprders,.
. the idea that bipthemical factors might be impyztant
. is not & new ‘one, It was in the 1950's and.¥ .

that the méjor trahguilizers and  anti-depressapts
were developed, At the same time other sclentidfs
were learning how nerve: cells communicate with
each other.at special contact points {synapses) via
chemical messengers (neurotransmitiexs). It was not’
long before one class of neurotransmitters, the cates ess. If such markers could be found in samples
cholamines, “provided an imperfect tut stlli useful blocd or urine, for imstance, some individuals
Jbiochemical ‘moedel for mood disorders based o1 might be diagnosed soen enough for prevention, or
‘transmitter - imbalance, . at Neast early treatment. Some critics of such re-
Equally important were studies c(mung out of Har-
vard and the National Institute of Mental Health
demonstrating that the genes play a significant role
. in schzZOphrenta ‘aur most challenging and etippling
mental illfiess,, _Although thé exact contribution of
heredity is.controversial, the evidence so far favors

a genetic® predxsposmon thet in combination with

key environmenta) stresses can tngger the full-blown
illness. “Genetic predisposition is an overwhelming 25,000 suicide
argument for bicchemical causation,” according to- Dr, William E. Bunney, “it would be tremendausly

possible, Depression seéms to be asseciated with a

deficit of dopamine or riorepinephrine at the synapse,

while just the opposite occurs in mania. Schizophre-

nia may be due to disturbances in the dopamine

system, #s suggestéd by the action of. anti-schizo-

phrenic drugs which act selectively on dopamme'
. receptors

Suicide Pred1ctor

One of the' more controvérsial areas of researr:h
involves recent dttempts to identify biological mark-
ers that could predict vulnerability to a méntalill-

\nvolving urinary steroid concentrations,
on entirely replicated by other workers.

up with the prossic task.of perfecting. tools for bio--

major mental ilness, Still, certain generalities are-

mds should alert 2 psycluatnst that his patlent may
be acutely suicidal.”

Research may eventua]ly lead to better methods
of diagnosing, defining and treating mental illness.
Ah‘eady some ﬁsychlamsts are employ:ng ampheta-
mines a5 helpful’ diagnostic tools in questionable
cases of schizophrenia. In defining mental illness,
future psychiatrists may ~ substitute biochemical
determinations for iYeir present reliance on confus-
ing and Ssofmetimes contradiciory symptoms. Al-
though basic brain research has riot resulted in a
“cure” for any mental illness, sigmificant advances
have already heen made. It is now possible, for exam-
ple, to measure in the laboratory the antipsychotic
activity of untested drugs, thug.making possible a
prediction of a new drug's clinical effectiveness.

Despite these revolutiohary chatiges in our ap-
proach to mental ilinéss, few researchers expect bio-
chemistry to supply.all the answers, Future attempts
at prevention are likely: to remain oriented mors
to changes it a patient's, lifestyle rather than in
his biochemistry. “Although. schlzoph:rEnxa for in-
stance, has both a genetic-and a biochemical compo-
nent, it is still best understood in té#ns of a height-
ened vulnerability to stress” aq'gording to Dr. Ernest
Hariman, professor of psychlatry at the Tufts Univer-
sity School of Medicine in Boston: *In times of stress
there may be a shift-in the balance of neurotransmit-
ters resultmg in the ‘deveiopment of . schizophremc
symptoms in predlsposed individuals.™ -

When it comes to trea.t;ment. psychiatrists’ are

" divided over the likely effect of .future ‘biochémical

discoveries on traditional methods of psychotherapy.
Many authorities believe that ‘psychological - ap-
proaches, including psychoanalysis. and the other -
“talking” therapies, will remain: necegsary and valu-
able, Others believe that simple biochemical remedies

~will increasingly. supplant or-supplenent more-time-

consummg methods, But according to Dr. Hariman,
“We're not .by any means headed ‘for a ‘take this
chemical and czll me in the morning’ approach to
the mentally ilL” .

" Dr. Seymonr Kety, professor of psychiatry at Har-  valuable to devel
vard Medical School. “The genes are biochemical
units regulating biochemical processes.”
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USs. drug‘,council urges
less strict marijuana law

--of Health, Education and weifare; Dodeld
“H. Humsfeld Secretary of Defense, al\d
Edward H. Lev1 Attorney General—is\

-.ses recommendatmns annually on feder—

al anti-drug strategy. .

Washingtori' (AP)—The government

should -consider reducing penaities - for "
marijuana: srnokmg because of the “rela- -

o tively high price™ society pays to enfofce
anti-marijuana laws, a :‘ederal drug abuse
panel says.

In a report-to President Ford, “the -

* Strategy ‘Council on Drug Abuse said it
unanitnously bélieves martjuana is harim-

ful and “federal poliey ought to: strongly e

- discourageits use.”

The council stopped short of a recom: ™
mendation” that eriminal penaltles for-

marifiana use be eliminated: But it ques-
tioned the usefulness of criminal sahetions

agamst marl]uana smoking. because of its e
“widespread recreational use” ‘and" “the |
relatively low soclal cost assuclan,ed \mth_

) thls type of use.”
The councll which ineludes four Cab1~

net members— —Henry A. Kissinger, Secre-.

tary of State David Mathews, Secretary

But even with o

“Mr. Ford may leave the 56- page repart

‘for his suceessor to act on, President-elect |

Carter has said he favors- decr:mma!lzmg
the; possession of sma.ll. amounts of mari-

]uana but 1ncreasmg penaltles far sellmg-

and distributing the drug.

.- The report said criminal sanctlons do
-discoyrage some pofential marijuana

‘smokers, but it added:

al users with criminal records; high in

_terms of diverting limited criminal justice
iresources from other, more serious mat-

ters; and high in terms of ‘contributing to

op a highly accurate predictive test.
present test, a clinical suspieion
of shicide combineY with repeated high urihary ster-

-study the experience of eight states:an

-frefjuent as those resulting from tranquil- .
-lzer a third as.freqjent as. those ﬁ;'om o

' ttonal Institate of Drug-Abuse. cal]ed the. .

"On the other hand, somety pays a rela- .
~tively high price for this form. of deter-
.rence. High in terms of stigmatizing. cas-

Richard M. Restakr

isa 'neu'r;otogist in- Washing-
ton, D.C, CoA .

an atmosphere wluch nurtures d:srespect
for the law... .
‘The council said the govemment shou

three countries that have reduced. mar
joana penaliies.-in. various .ways. -
states -are California, Alagka, Colorad
Maine, Minnesota, Ohig, Oregon and Sout
Dakota: The countries are Yialy, the Net
erlands and Colombia. . .
~The council-said- manj y e
nost widely used illicit drug-in thig-coln
by But it said serious heaith erisés resill
g from marijuana use were only half as

quent t an those restlting from aspiein,
.Roberk]... DuPont, director of:the Na

‘counedl's report “a very posmve step.””
. DuPont has long favered eivil m

stead:of criminal :penalties for mafijuana_
-use, He has-estimated- there are 400,000,

arrests each year in the United Statea for‘

-~ marijuana pﬂSSESSIOII

“If . you: .assume - theS' cost only $180.

. aplece, a_very minimal- estimate, that

comes to $40 million a year," her 1.

e e
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ing 2 Yankee uniform, and science people
dream of working at Rockefeller.” (Mr.
Barany himself is so beight that he vrag ad-
mitted as a Ph.D. candidate at age 18, with-
aut having gone through college.) -

Whether the Rockefeller team ¢cah mein-
tain its winning record isw't clear. Hut the
biggest barrier to its doing so is clearly 2
shortage of money. Given Rockefeliers lux-
uriant higtory, it is as if King Khalid were
suddenly hard up for ik,

But the problem is real enough. During
the past decade, Rockefeller has accumu-
lated deficits exceeding $15 million. The an-
mial deficit—it was $1.1 million for fiscal
1977 on & 537.9 miltion budget—has been nar-
rowing only beeause of severe cost-cuiting
and retrenching.

*Just Making Do .

On Rockefeller's 15-acre Manhattan cam-
pus, which comprises 22 buiidings aiong the
East River about a mule north of the United

ationg compiex, the mood clearly has
changed. Says Albert Goid, a vice president:
“The environment has changed from one of
heady growth to one of just making do.”

Signs of the leaner lmes are prevalent
A celebrated painting, David's '‘Antoine-
Laurent Lavaister and His Wife," no longer
hangs in the campus library; by selling it,
the uirtversity ralsed more than $ miillon to
hejp prop up a dimihished endowmnent. Sttip
sieaky have been dropped from campus
menus. Rockefelier even has started taking
In laundry: An oulside customer pays the
campus laundry about 530,000 & year {or ser-
vice. Such economies were unheard of in
Rockefeller's past.

about making gead. We have faith that you
will make goxd. and if you don’t, the next IL&W °§
sellow wall,” " pw
This was strring stuff, and it worked. a8 Hemry James put It then the
Qver ihe years, Rockefeller scientfsts made unlversity Toe The olt m ho
any number of major discoveries (incleding % f:vee-
the first indications that l()iNAitransmiw' b earch) a guar
reditaty informaticn), and collected an as- - .
tounding total of 16 Nobel prizes. The lnstiaw- ;A7 b‘ﬁégﬁ‘%&ﬂ!’f‘f’my ade good.
ton — tenamed Roeketeiler University in ihm(gls. e earer | whien had
1%5--became one of the most prestgious e U o cal research, whic
been dominated by the European iaborato-
ries named [oF Lowis Pasteur, Robert Koch
and others. In 1917, for example, Rocketslier

seientific bodies.
developed a techhique for freezing hurgan

Infusions of Reality
. Bug, in its 7Tith year, the founder’s crea-

blood, thus helping make blood banks poss:
ble,

tion is suffering some jarring infusions of
reality. A current researcher, Dr. Edward

Under Detlev W, Bronk's rule from 1953
to 1963, Fockefeller broadened its scope—

H. Ahrens Jr.. says he occasionally is awak-

aned by a nightmare in which he i3 being.

chased by “‘peer reviewers.” These are sci- adding physieists. philosophers and bebav-

entists working ‘elsewhere who have been joral scieatists-.and vapidly expanded. Mr.

designated to come {n and evaluate the work. Bronk was a self-centered autoerat {"'The
color of your toilet paper was his business,”
one scientlst recails), who hoped to make

done at Rockefeller with federal grants.
No wonder Dr. Ahrens has baen having

bad dreams: A peer review team's recent’ . Rockefeller as distinguished in the humani-
disparaging report about his biggest project: fes as it was in medieal science, He aiso
—a study of 1,400 patients with high choles-: started taking on students (postgraduates
terol—was followed by a decision at the Na- only, a policy still in effect) and changed the
tonai Heart, Lumg and Blood Institate not 0! mstitution’s name to Rockefeller University.
The expansionist policles were continned
briefly under the curreat president, Freder-

renew finanting {or the preject.
"I was absolutely astonished,” says Dr
ick Seitz, who is due o retire Friday. Put
Mr. Seitz. a shy. soft-

Ahrens, I was convinced that we had done
-3poken Man, soam had

well.”” He had been requesting $8.5 million to

comil]ue his study for five more years. The to backpedal. Although it had bogun erlter,

decision aiso was a blow for Rockefellsr: 3% pycpetetler's financial crisls arrived in full
g‘?{:ﬂes associated with the study had €0 ol spvmr the 1973 Arab oil Boyeott aggra-
" The episode, taken i the national context &t::isogﬁig |}:Bﬂz=g$h:mlucke.!reﬂer’s costs
of fght research monles, ihsizates a Clouding the tinazcial autiook, moreover.

squeeze affecting other scientific institutions oo Gaclines in the market value of Rocke-
feller's investments and an end to the post:

as well ag Rockefeller. As the dependence
. on outside financing grows, scientists lose : N
some of their Ireedom to choose their proj- isrguggg: boom in federal research outlays. At
point, in June [974, the university
ects and nurse them along, if necessary o yrvoiio”wag valued at $152.7 millior, off
Jmany years. And that s Just one aspect of gy ez 3 million a desade earlier (the
the hm}nma.l erisis cm1‘.fmnung Rockefeller, January [978 figure: $167 million). i con-
. The Yankees of Science stant 1972 dollars, federal spending for hasic
Once untivaled in U.S. medical research research ia o higher than a decade 3gu.
because it was virtually alone, Rockefeller Faced with- mounting defieits. Mr. Seitz
today has dozens of competitors. But Rocke- . siashed spending and intensifled a search
feller always 18 counted among the best. - for new funds, The retrenching aroused con-
“This i3 the New York Yankees of the seien- siderable controversy becaugs Mr. Seitr, ag
dfie community,'” says George Barany, a 23- one mesasure, sought the resignations of
year-old postdoetoral fellow performing some tenured faculty members, a move that
chemistry research that eventually may aid seemned threatening to much of the faculty.
digbetics. "*Baseball players dream of wear-

hTaJ.l St. Jrnl; 6/26/78:p.1

;‘Rockef.eller University
‘Decries Less Financial
AndScientific Freedom

‘As Its Endowment Shrink.é,
Use of UJ.8. Funds Brings
Monttoring and Cutbacks

The Fear of ‘Peer Reviewers'

By Jerreey A. TANNENBAUM
Stof Reporezrof THE WALL STREKT JOURNAL
NEW YORX - “To explore ... to

Medical research was in its infancy at
the turn of the century. The goals 1aid out
for the fledgling Rockefeller Institute for
Medical Research by Dr. Simon Flexmer,
the first director, were suilably lofty.

Indeed, the sustaining fortunes of Joha D.
Rockefeller must have |coked inexhaustibie.
“The founder and his advisers,” Dr. Flexner
told his colleagues at one point, ‘‘have said
o us again and again, in effect: ‘Don't be in
a hurry to produce anything. Don't worry

‘ily,

Five eventually resigned, wiping out the phi-

iosophy Eacuity. With funds short. Mr.-Seitz-

TaYys, it was best to save money [ more
traditional research areas. Rockefeller to-
day has 76 tenured faculty members. pius
2 junior associates and 115 stucents {who
get their education tuition-free). Despite Mr.
Settz’ pruning of the staff, infiders complain
that the faculty stili includes some 20 or so

unproductive senior researchers,

The new (und-raising effort, bezun in
1971, to date has brought in $50 million,

largely trom foundation granmts. !Over $2°

million has come from the Rockefetler fam-
the Rockefeller Foundaton and the
Rockefeller Brothers Fund.: However, the
new monieg inciude only $10.8 milllon in un-
restricted funds for the

drawn in recent yeats to meet deficits.
But. Rockeleller's projections ire mildly
optimistic. *'T think we ¢3n hang on,” says

Joshua Lederberg, Rockefeller's president:

designate, a geneticist who s currently at
Stapford University. “I think we're pared
down fo the point where there's the right
balance between the commitments and re-
sources.” Rockefeiler before long may even
be zble to resume modest growth, he says—
flerhans one new laberatory a year.

Volatile Chemistry

Rockefeller remains stronger Hnaneiaily

than many of its rivals and i3 still attractive
1 both students and faculty. For the sm-
dents (there are 85 Ph.D. candidates and 3¢
students in a joint M.D.-Ph.D. program with
Cornetl University) there is an opportasity

to work with renowned scientists. That is not -

always easy, for the seientists’ agos are

sometimes even larger than their creden

tials. The human chemistry can be explo-
sive, and blew-ups—for example, shouting
matches over who will detgn to cledn the
glasgware—aren’t uncomimon.

Unlike most U.S. universities, Rockefel-
ler has no departments. Instead, it Is organ-
1zed inte 64 laberatories, each dorndnated by
one or two sentor scientists. To get ahead, a
young researcher must march to the onders
of a senior ¢alleague. whereas at rnast uni-
vergities he might have more independence.
However. “'Plaio was willing to make a heil
of a sacrifice to sit at Socrates’ feef, and ha
still is.” a Rockefeller official says.

ttor-the senior facuity the compensation
is pleasant, averaging over 341,000 a year.
But the major attraction is the absence of
teaching chores; Rockefetler hasn't any for-
mal classeq. James E. Dametl Jr., 4 cell bi-
ologist who quit as a departtaent head at Co
lembia University to join Rockefeller in
1974, says he gained up to five more hours &
day to perform research by shedding the.
teaching burden.

Although one physics professor {4 said to
ride a skateboard around his laboratory,
and the students hold an ansual centest
burling uncooked spaghetti, the atmosphare
on campus i3 decidedly serious. The empha-
sis is strictly on resesrch. The abuence of
departments means that the researchers
can work within a wide range of disciplises,
switching periodically if they so choose. -

l‘m It we,llll
Stanford Moore, .now a white-hajred em-

inence with a formal manner. is a Nobel
Prize biochemist who has worked at Rocke-
feller since 1939. Over the years, he has.
taken adwantage of the institution's fAexible
strocture to switch from asronautical engh
aeering to organic chemistry to biothemis-

try.
“I've had a tare oppormnity to exptore
things without any predetermined lirnits.”
he says. “The only requitement was this:
Whatever [ did, 1 ha.d to do it wall.”
Rockefeller's flexibility has withstood
Hme, as has its commitment to medical re-
search. At present. its laboratories are ex-
ploring enzyme reactions, cardiac physioi-
ogy. paragitotogy and a host of additional
amas Six of the laborarories are associated
with the university's 30-bed Clinical Re-
search Center; part of a #-bed hospital
where immunological disorders. lipid me-
tabolism and diabetes are among subjects

éndowment, com-.
pared with the $14.2 milfion that was with-

under sandy.

Almost every year. Rocketeller has sig-
nificant progress to report. Last year. its re-
searchers disclosed the development of a
gimple new techmique for measuring the
body’s daily rate of Synthesizing cholesterol.
In 1976, Rockefeller announced the {fIrst con-
tnuous ctltivation in a test mbe of the para-
site that,causes malaria in mag—a step to-
ward a poss'lble vaccine againat the kifler
disease.

Rockefeller's prowess continues. bot un:
der duress. The increasing reliance on out-
side fund® has given outsiders a major role
[n setting research priorities, Of Rockefei-
ter's $37.% million budget for Hseal 1977,
£20.2 milllon came from outside sources,
mainly goveInment agencies.

. Vanishing Windfalls

Once seif-sufficient, Rockefeller now
must compete for limited federal doilars.
Generally, it has been doing well, but it is
saddled with the usual problems associated
with federst grants, The main problem is
that political decigions—t0 wage the so-
called war on cancer, for instance—can
cause swift changes in funding priorities.
Windfalls zan blow away as fast as they
appear,

Budgetary cuts at the National Institute
of Mental Health, for example, almost have
dried up its new monies for neurochemistry
projects. Jay M. Weiss, 3 Rockefefier re-
searcher, says he had counted on getting
$12,000 for his project last Decernber. But
the money dida't come nndil June t, and it
was drastically reduced £20,000. "I'm dis-
traughtabout the vicissitudes in funding that
sometimes occur on the basis of legislative
whimns," h2 says.

When they do get money, the researchers
loge sotne Ereedorn to switch directions when
sclence seems to 50 dictate (since research
grants ajways are lied 10 specific propos-
als}. James Damnell, the cell biologist, says
he- has federal grants to study both viruses
and ceils—and was threatened with the loss
of the viruses fanding hecayse, for a while,
he concentrated on cells. “Experienced re-
searchers need more flexibility in the han-
dling of funds thamr they've got," he argues.

A further problem is thar the outside
scrutfiy that commes with outswie dollars
doesn't aiways enhance researel, Rockefel-
ler maintains. Anthony Cerami, a bioche-
mist with a federal grant to study sickle-cell
apemia, says 50 many cutsiders demanded
o monitor iis research that he dropped the
project, figuring the money had come "'with
00 many strings attached.™

It is the premier problem at Rockfeller
today—the difficuity. of tiving on someone
else’s money. “Suddeniy, we're finding our-
selves face to face with reallty,” says
George A, Miller, a Rockefeller psyzhoio-
st *'and a lot ofus don't like it.”
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Title IX pmgr@ssmﬁ

Kehoe bases @Wmﬁmn
_on costs at Maryland

By BUNT Bapiny

The breakmg down of stereatined sex
mlm-awmlw nale, retiring fzmale—
wa4 ot 3 visble issue in the United Statss:
untd] the tarbulent 1980's, when women's.
liberation and massive studant wirest ex-:
ploded into prominence,

It had been ennaidered nnfasminie-—-al
most anti-feminize--for girts and’ woznes.
to engage in vigorous physieal achivity,
and athletics reptained a mole-dotninated
provinee. .

Consequently, Arngerican women tended:
1o do peorly in international enmpetition -
against nalioms where neavy ensphasis-
was placed upon female athletics.

Jim Kehce, the retiring Univeruty of !
Maryland athietic director, has had ne

© ¢ quartel with the philesophical purpose v

Title TX legislation, which demuuds .
equivaient opportunity for athletes, re-

of sex. {

But, ag hwe did five years ago, when the
issue first becarse inflavymatory, Kehoe:
opposes-Fitle IX for what he calls the un-
warratted {inancial stress its provisions.
make on the overall Maryland athletie
budger.

1 feel no differently today thau I did 1&
the beginning," deciared Kehoe, who ab
ruptly announced his resignation recently. ¢
“My concern haz always beem financial,;
ol morel, ethical or philesophical The |
problem is pure and siaple, the boitom.
line. There has heen an unbelievable esca..
lation in the cost of everything."

\Obviously, I'm mot oppossd to Title IX
from a financial standpoint” counterad
Chris Wellep, Maryland's women's athietic
director,

Maryland has respﬂndad favorably to.
the dictates.of Title IX. Affected tremen--
dously. by the legislation betdase it is o

.public institution with the largess budget
and because ity athlesic departownt iy
self-supperting, the university offers nine
Eull-ume varsity sports for wemen.

- Compositely, the Maryland wommen.
weie wingkitig conteats by a §-10-1 ratio re-
cently and had produced several national
championship comtenders, inclnding a bas-
kethall team that finished a3 the Assogia-
tion for Intercollegiate Athletics for Wom-
&n runner-up, the highest placing ever by @
Terrapin basketball teasa.

By next fall, the women's program will
benefit from a full complement of &5 ath-
letie scholarships, awarded on a pereen-,
tage basis comparadle to those received
by men's non-revenge sports. Indisputable
evidence that the Terrapin co-eds have ar-
rived serfaced when women's athletics
was blamed for a three.step, $10 inerease
in the mandatory athietic fee imposed
upon the student body.

“The women's teams are doing helter
than our men's,” Keboe poitted sk, “Even
if thia thing wasa't my idaa, I don’t believe
in doing things halfway, Now, if we don’t
watch owt, T'm going 1o have io belleve
there is discrimination against the men.”

Miss Weller strikes a concocdant tote
when asked if ker depattient has been

‘granted sufficient aulonomy.

"Each cozch has her own operaiing
budget ta use a3 she pieases,” she said.
“Kehoe has not reatly gotten inte it unless
it had a direct relationship with apother
sport. Our facilities have improved and

" are praity much eqlutnbie. with the excep-

. L
tion of the mwm spum And, our equip»

1ment i the bost.”

4 newr phymicad edecation buildiag will
relkmihaprwﬁﬁmmtbemoimw
cilities, sha noted. “1 feel wa've dona 2
goad job, atl siaay, 1nany more changes
are coming sext year,” she added. "4l
this may have occurred. anyway, bus I
dowt mm it wunld have hé as
fast or been mﬂy a4 drantatie withput
Titls X" -

From 2 relative aickel-and-gime oper-
atiom, Marylaod woireir's atbletics has ris-
et 0 & pepr-$500.000 annval enterprise,
according 4o a figure supplied by Reboo
The suceess of the teams spowmed “a
strange paradoi,” Kehoo comtemded. Tt
can be self-dufeating beczase the more
suceess, the more It as cost us to send
themwnaﬁmlmmﬂﬁomltmtus
35,600 ti year.”

fiehoe reinaing acrivnonions taward the
“typical buresnerat whe tuakds the deed.
sions hut las wever been dewn in the
trenches” and fears the fulure economic
shock waves. A furiiiee cutback in men's
nomrevesd sporty is probable, no mas-
sive input of new rovemns is loreseeable
and & risy im ekt prives for men's fost-
ball and basketball appesrs winvoidabla,

. These are factors Keboe obwiously
weighnd witen b deeidad toquit al age 64,

Kehoe envizions ne meaninghul Income
from: Maryland women's sthletics, except
bazketbell. “The problam iz mujor ex-
pegdijores before you can huve a net," he
maintained, “‘oullags for ushers, 2it the
support pecseimsl, When  something is
fres, yim don't giin anything, but you don's
1o3e thet mueh, How do yuu sessive a situ-
atisn where everything is going out amd
nothing's comning in?”

The objectioiis intensily when Kehoe,
wise buils Merylaad ihito n respected men's
track power on shousiring budgets and
styeer willpowar, disewsses the imposition
of the legisiatien when “they didn't give us
a nichel to do it with. I lind that a Jittle va-
wgal. The athistie depariment dossn't re-
ceive 5 wemts in federal aswiataine, and
Tve 2lways fell the government hay no
bugiress iv this avex. Wy an intolerable
biprdas,

“{ coubdi't operate Jike HEW,” ke qom
tinwed, refereing to the United Stats De-
‘partment of Health, Education and Web
fare. *I havert hoen abla to poy amychid
on a philosophy discourse. T haven't been
in one of those jvuey towers or glass
domes in Washington, and T havew't had
billions of dollars to josa down the crack.

“This has nething whetseever {6 do
writh bias, male chauvinism or discrimifia-
tion. I¢'s tod idelistie and impractical, T
must be & probieny when only 3 per eent, of
alj institutions i the country are in the
black, it can't be thay all these people e
that incornpelant or M-advised.” -

Inflation, recently shown in 2 poil as
the foremsost concern of the Ameviesi
peaple, is 3 partieniarly troulilesome area
1e those selling enterlaivment. .

“With the economy as it is, peoplehnve
g0t 10 comcern themselves with essent-
ials,” Nehoe concluded. “The first to guf-
fer will be the entevtainment collar. Al
things beiny, ¢qual, they can't reduce for
necessities. 1t all comes dowi to the abili-

JAytopay the il _ e

“1 abeslutely won't buy anything ¥ cone
not afford. [ believe you uhnixld pay yome
way. Thiz etbey philosophy is why we're in
sueh borrible trouble teday.”

Tomorrowy nommy Mr]{nzmz

- former women's athletsc divector al

the Univeysity of Movyland, anggeste
some changes for e collegiute ath-
letie stvucture (o better seyve ham
e and women stedsais.

I ""___afzs/"m

Heaﬁngs
on boarding
homes begin

Imuuf?‘ Traston Buross .

TRENTON ~- The mistreatment of
boayding hoe rvesidents and the
theft of their public assistance checks
are two topics that will be dealt with
during five daya of public hearings
oa boarding homes,

The hearings, comducted by the
Grate Comumission of Rvestipation:
(SCD: béﬂin MEY‘

The 5CY investigation, which begain

more than nine months age, & coly

oze part of a mulifaceted probe of

i homs probiems, Others,
lcokipg inte the simiadon ars the
state atiorney gederal'y office, a
state Sepate committes, the ¥BI, the

IRS, the U. 8. Depémment of Healﬂ:.,
Education and Welfare (HEW) and
ghe Atlantic County Proascator’s oi-
ice,

Jnaeph Rodriguaz, 3C) chairman,
sgid the five dsr)s of hearings would -
center on the “misappropriation of
funds and profiteering by insensitive
operaters” of both leonsed and urdie
censed bosrding homes,

More than 40 parsons, from state
hesith departnent officialz to board-
iy home
have been subpoexmd s tuestli’y at
the hearings.

Rodriguez szid u“te hearing would
present details of the “misereatorent
and intimidation” of the boarding
homs residems, rsosr of them el
derly, and of the ineffectivecess of
state laws and procedures for sdmit..
Isteritig and menitoping tha boarding
bome system.

For the last six months, The In-
quirgr has jnvestigated aliegations of
neglect and abuge of boarding home
residents, many of whorn are former
patients of staze mental hogpitals.

The Inquirer has reported that the

state’s menitoring of the aperations
of the estimated 1,8 boarding
homes Is inodequate and that in
many cages, it i nopexistent. Only
about 270 "of the lomes that are li-
censed by the state ave checked veg-
vlariy. These checks have been inef-
fective,

On Thursdey Gov. Brendan T.

Byrne's cabinet-level -tagk force is- -

sued a scathing report on boarding
home conditions, charging that ma®™
of the 40,000 residents live with “ov-

operatte and vesidents, |

ercrowding, ﬁlthy rooms amd tack of
safety equipment.”
. The 't68-page report by the tagk

force recommended that the Legisia- .

ture consider a number of raforms to
correct the abuses and widespread
neglect,

Among the reforms suggested by
the report were issuance of a model
municipal erdinsmce fo establish o
‘statewide standard for . boarding
home’s, establishment of a relocation
program for residents of substandard
boarding homes and issuance of
bonds by the state to find a compre-
hensive cleanarp program.

About 10,000 boarding home resi.
dents in New Jersey have besn de-
clared by the state to be totally dis-
abled. ‘Ihey receive as much as ﬂOB
each in Supplemensal Security In
come (SSI) benefits, The federal gov-

erement supplies. $178 of that and -

New Jersey contributesg $130.

Each totaily dissbled resident of a
state licensed boarding home can
qualify for the 3308 menthly pay-
ment. However, the pavment for dig-

sbled residems of unlicensed facilt- -
tigs is only $202 2 month because the -

sdate contribution is less.

There are no controls over how
these funds are collected 2nd gwent |
by the bearding Rome operators.
Many bogrding home residents have
told The Inquirer that they. rowtinely
hand their entire checky to the operas
torg.of their home.

Michael Stavage, S0 ezecutive db- . |

Pector, said that evidence of profit- . .

eering by boearding- heme operators
and the direct theft of the residents’

‘assistance checks, would be doct-

mented at the hearings.

. “The profitecring does not ocour as
& resuit of there being fat in the sys-
tem,” Sisgtge said. He said the prof-
itecring was by operators who wers
wiiling to reduce the quality of life in
the boarding. komes i# order to make
more money. .

“The money going to boarding
homes (in the form of SSI checks to
residents) apuears to b barely suffi-
cient to sterzin a reasonable level of
existence,” Siavage said. But the.in- .
come becomes less than sufficient,

and the ievel of existence suffers, he -

said, because the operatory are bent

an maiang profits that are unaceept-

ably high by SCI standards.
Rodriguer said that after the hear-

'msmemmsaﬂmﬂutegsza-

ture its proposals te correct the
abuses and problems. -

The heanugs will be telovised from
9:30 a.am. to 5 p.m., Monday through
Friday, by New Jorsey Public Televi-
gion, chamnels 23, 50, 52 and S3. The
g::ic t&levgun network will show

ts of major testimony
eac]: mgh: at 10:30 p L

5
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" Rowland Evans and Robert Novék

~Joe (‘Mr. Quota’) Ca]llfano and the Bakke Case

W’AS!]INGTON — A drama that .-
-begzan four months age in a nasty con-
frontation between Jewish leaders and
Heal Education and Welfare Secre-
os;e&h Califano i3 nearing a

8 Oval Oﬂ" oo when Presi-
dert Carter — J Califano
—.ig expected to back racial quotas in
.a Supreme Court test.
Leaders of elght national Jewish
anizations left a June & meéting
h mth Califano complaining about the
's “insensitivity’ and “inflex-
lbmty " What most’ sirprisad them
was Califano's revelation that he
wanted the government to support the
University of California’s quota. sys-
tem; on admissions — the famous
. Bakke case before the Suprerce Court,

THE PRESIDENT must new de-

" cide whether to suppori Califano.-

Senior pregidential aides indist no
decision hes. been made. But insiders
~ at HEW and the Justice Department
take if for granted Carter will inter-
vene against Allan Bakke, a white
apphcant denied admission {o the Uni-
versity of California at Davis Medical
School to make room for a black
applicant with inferior entrance quali-
ﬂcatmns to fill a university racial

If Bakke joses, Califanos HEW-
will demard that all upiversities im--
pose racizl quotas, Since that runs.
- counter {o the antl-quota philosophy

expressed Ibcg th the President and
A . Gen. Griffin Bell, why are they

tp on the gu
No dy is qoite sure, but the best .an-,
swer may be the persuasive powers of -
Joe ano:"Mr. Quota.
. With characteristie vigor, Califano
opened the fight March I8 by aperly
endorsing quotas, then on March 30

backed away from the word “guota”  Califano “seeméd to beheva” ramal_ .
- = but not from the concept. emh xdentmcahon is reqmred by s twte
Mcntgomer Advertlser, 8/26

gota - side? .

HEW Secretary J’osepb Califano

Jeaders pmmptly requested a meeting.
They were not reassured by Califano
June 5 speech at City Coilege of New
York when he supported “goaks” jn-
stead of "guotas.”

The confrontation in Califano’s of-
fice two days later was a disaster. As
deseribed in a July 13 memérandum
by Ira Giffen of Anti-Defamation
League (ADL): “The meeting was a
disheartening experience . .. I -left

convinced that Secretary Califano Vtmll i

‘push reverse discrimination and quota

" gystems aithough, for -public relitions

purposes, he may call them by olher

names. Qur appeals for justice, fair
play, reasonableness and,’ mdeed logicA ‘

séemed to. fall upon deaf ears.”
Giffen's memo continues:
secretary’s
Sponsive . 0’ eur utter d:smay, he
told us that be had alrea
the Department of .lustxce 0 € er the
Balkke case in sgpport of the Universi-
ty of California.

l(me

funds for abornohs |

. know the statutes .

nse was not at all re--

which is not the case. “It was my con-
clusion,” Giffen's account continnes,
“that the seeretary either does not
or else he
chooses to misconsirue them.” Ag-
cording to Giffen, the Secretary said
“he was doing no more than what the
Congress and the courts required and
he advised us wwkeourooncems to
the Con,

That this was’ disingenuous was
suggested July 27 when Cahfana ad
dressed the Natichal Urban Leagy
He asserted he had helped kill a coi-
monaj proposal that he incorrecfly

rohibiting him “from

using any fun for affirmative acfion

" In fruth, the amendojent

l:vould have prevented HEW fupds

from enforcing “rating, quotas o’

other numerical requivements” %y
student admission — but would per:

mit “goals and timetables”; in other
words, affirmative action.

O July 25, seven major Jewish

leaders wrnte Califano urging support
for Bakke's anti-quota pomtwn?pt.ite
fetter wag not even acknowledged.

THE ULTIMATE decision is tbe
Premdent’s, but that does not engour-

- -thon—

‘age antl-quota forees, “1 am sure the
decision will be sclely political,” cne
embittered Jewish leader told us,
meaning Carter will offer blacks in
quotas what he does not gwe in social

spending Programs The Jewish lobby

: Evresumab y will not protest Sh‘enl.!otlis-

1Sevi -y hlerests in &
Hideast.

But more is involved than ptttmg ',
racial groups against each other. Ed-
ward Bennett Wiiliams, Califano’s for-
mer law partner, stated it well in a

speech last October “:ghe total eﬁg]
tarians miss the point.- Tey would di-
v:ﬁe'-the—wmgﬁ' gg_ﬁmy“'!mp 7, —tmpose
1]
l'|ra and- et Podl arpro
P it. overineking the
crucial that all human pro e
thToughaiit humnan Mistory  owes”its.
OFigin to_ihe ialentod _Ra
enterprising.” . .
3] vrnam pard to_ima ine
and Griffin Bell
ﬁreemg with- those” words; they are :
éel] mell in the opposite direc-
fo a strong push from
‘Mr. Quota. '

“thie state would eleet to continue abor-

tion services with solely state funds.
Worthingien” predicted,

“There. rémains ‘the possibility that
Medicaid funding for abortions could
be reinstatzd on u totally ‘state-funded
‘basis as the result of the current
reorganization. of . Mahama: Medi-
taid program.

That decisien is in the. hands of-Gav.
George ‘Wallace.

“It's up to the governnr what direc
tion we will takc on abortions,” said
Worthingtors, who said tofal state fund-
ing would be improbable uniess the

By LINDA PARHADM.
Advertlser Staif Writer

Alabama cut off Medxcald funding -
for abortions last week after stale Me-
dicaid officials recelved word thal fed-
eral financing would ne lunger be -
availatle. :

The cutoff affects abortions in all
cases with four exceptions: preg-’
nancies in which the llfe of the mother -
is in danger, preghancies resulting
from rape or incest and ect0p1c {tub-
iar) pregnancies.

Jack Worthington, state comnus-_
sioner of medical assistance. said
Thursday that he received a telegram.
from U.S. Department of Health, Edu-.
cation and Welfare officials In early
August which warned that federal
funding would be halted. The cutoff at -

- the Hyde amendment to the 1976

197 and 1977, was passed last year but

Alabama Legislature provides appros
priations to cover the service, -
The stale clinics, laboritories and

and House debatmg a 1977 Hyde
amendment. interpreted the amend;
ment to also exclude ectopic, inces i

: 4 dosors aeross the stale who were notl
and rape cases from the cutoff. fied Wqst week of the cutoff were also
told thWHEW guidelines do net apply
to birth™pntrel measures such as
“drugs or uze of devices to prevent
the irplanting ™ -the ovum,"'

An anrouncemwpt on the reorgani-
zalion “of Alsham¥ys Medicald pro-
gram will frobably bi\delayed until af-
ter a meeting in Washl
{ween the governer, state
ficials- and HEW Seecret Joseph
Califano, No date for that conference
has heen established.

‘Rela

the . federai ‘level resuits
solving of a federal district
which prevented the enforcem

* While some. states have elected to
coniinue Medicajd furding for abor-
of tions which do not f2ll into those ex-
i, empted categories, Alabama traditi- -
propriations bill for the - Departments ally does ot offer Medicaid serv-
of Labor and HEW.

The Hyde amendment, which has .
been hotly debated in Congress both in

did not go.inte effect. immediately be-
cause of the federal district court or-
der.” The amendment halts federal
spending for abortions - which are not-
needed to save the lives of mothers, .

The HEW telegram which Worth-
ington received noted that a joint con-
ference committee of the U.S. Zenate

rent shortage of
Medzcald momes, Wl :




-36-—-

THE GREEN SHEET

News About the U.S. Départmént of Health, Education and Welfare

'Milwaukee Jrnli 8/30

iraud, although they are cer-

taln an irregularity has oc.’

‘ . - Y . ~murred. .
W elfare Fraud: -Easy_: ot e e

to Do, Hard

By James Parks
of The Journal Staff )

Work is the most common source of.
detected welfare fraud in Milwaukee
County, according to county officials and
court records. R

Financlally pressed aid recipients —
almost all women — get jobs and fail to
report their earnings, violating welfare
rules and state law,

Most earn too Jittle to make them ineli«
gible for all welfare ald, but their granis
would be cut were they 1o report their
edrnings. . e

Most Need the Money

“We don’t have many ‘Welfare
Queens,’ ¥ said Asst. Dist. Atty. Georpge
Prietz, who has prosecuted many wels
fare fraud cases. T :

“They (the cheaters) are very simple
people doing very simple things. In most®
cases they ueeded the money. They don’t

Welfare
TRAP

put the money in Swiss banks. In the
typical cases, they spend every penny on
their families, ’ .

“Ninety-nine pércent are firat offend.
ers. They don't even have driving viola-
tions; they don't even have cars.”

Asst. Dist. Atty. Darryl K. Nevers,
who now issues charges in welfare cases,
agreed. “Most of the people I charge are

extremely unfortunate indf-
viduals,” Nevers said, L
Like Prietz, ke finds wel-
" fare fraud a particularly ob~
noxieus crime, o
Harms Other Recipients
“The cheaters put a stigma
on all welfare reciplents,
»..1t’s not fair to.the honest
recipients who obey the
rules,' Nevers said, -~
Cheaters should be pun-
ished to prevent a backlash’
against all recipients, Prietz’
said. Most now gét two to
five years' probation and are
wrdered to pay back what
‘they stole, usually In monthly
increments of $25 to $50,
After conviction, most
cheaters continee. to work
and draw welfare, Frequent-
Iy, the repayment merely is -
deducted from future welfare
- checks. .
“Qut on the street, they
know that all they*ll have to
1do if they get caught is to pay
‘back the money,” said a sher-
iff's deputy who is one of
elght full time fraud. investi- ]
gators. ) ’

- Plentyof Work
St the number of solid,
fraud complaints could keeh%'
twice the present number
sheriff’s deputles’ busy, sald
Sigt. Phillip Bialk, head of the
fraud sqaud. In an economys
move this year, the county™
teduced the number of inves-’
tigators from 10 to 8, '

The fraud squad received

1,500 complaints of suspected
fraud in 1976, more than half
of them from welfare case
workers. Most of the rest
cdme from citizens.. A Wg
“backlog keeps investigators
working on only the most

- promising cases. .

Jail Seldom Justified
Only in the rare case of a

" repeat violator, however, do

Prietz and Nevers think a jail
term is justified. )
“Most welfare fraud "de-

- fendants are women with
. children,” Nevers said. “If

you send them to jail, you
have to send their children to
foster homes. It's a question
of what happens to these
children, The mother still
loves them.”

And welfare fraud in the
county is not necessarily
rampant. Detected fravd is
about §1 million a year, or
about 1% of tolal aid, based
on figures for the first half of
1977, .

State and national studies
show that the Milwaukee
County Welfare Department
is one of the most tightly
administered in the country.
Even so, about 5% of the
department's budget is mis-
spent, according to the
studies, as much of it due to
errors by employes as decep-
tion by clients. ’

5

Manyl\‘li understandings

¢ “About 15 criminal fraud
charges are made each
motth, and many other cases
are handled without formal
criminal charges heing filed,
usually after recipients agree

to repay the money, Nevers
sald. .

The charges are handled
informally for many reasons,
law enforcement officials
say. Sometimes the amount
of the fraud is small, or over-
payments resulted from a
misunderstanding between a
caseworker and 2 recipient.
Often, clients do not under-

" stand the intricacies of wel-

+fare regulations. ,
“Unfortanately, many of
them are ignorant,” Bialk

gald. “And many of them-

don’t know the difference.
between right and wrong.”

In many other cases, inves-
tigators are unahle 0 get
enough evidence to prove

to Find

welfare department checks

Using computers, the ce-
partment combs the rolls
each month for duplicate
addresses, Social Security
numbers and case numbers,

¢ and cross checks,

Marriage license and county. .

“In what other crime
“can you filf out a
form and have.

“somebody send you

the loot in monthly
installments.?” .

=-An assistant
distrlcl;. attorney

‘. payroll lists are.’ eompared

with welfare rolls, and the
computer cranks out. special.

reports on working recipi- -

ents. | 7
First Screening i
"The first line of defense.
against fraud is thorough
documentation of the family’s

. size and finanelal circum-

stances when recipients first
apply for welfare. ’

Welfare studies and fraud .

cages indicate the system is
effective in keeping ineligible
persong off the rolls. The
biggest problems arise aftey

recipients are certifled for .

aid. - . .

“The system is partly to:
blame,” one fraud investiga--
tor said, “Thete's no way a

woman with one child can

make it on $300 a month, Se
she gets a job and doesp't
report it." )

Often, the earnings are
detected when a recipient is
called in for a regular six
month review, when he must,
in effect, reapply for aid.

Verified With Employer

At this review, recipients
often admit they have been
working, investigators sald,
They often lie, however,
abeut the length.of titne they
have been working and the
amount they. have earned. To
verify the information, case-

- Workers refer job reports to -

the fraud squad, which. calls
the recipients' employers.

- Prietz thinks a lot mére

checking Is necessary to root

out fraud. “Cheating is so .

easy,” he said. “All you've
got to do is to check ‘no’ in-
stead of ‘yes' when you filf
out the form. And your con-

-science doesn't bother you

very much because your kids

. ‘will get better clothes. :

“They can go on for years

if they don't do anything to

call attention to themselves.
In what other crime can you
fill eut a form and have
somebody send you the loot
in monthly instaliments.?"

Advocates Overhaul
While Prietz favors an

" -overhaul of the weifare 5Ys-

“tem, including more ganerous
.paymeats, he thinks a lot of
- little things could be done to
‘tighten it up now, particutar-
Iy the use of computers to do
" more crosschecking.
. “We're not even doing a
good job of running the bad
‘syatem we've got,” he said,

December through April, fail-
ure to report income from

waork accounted for 60

the charges, 0% of
-~ The amount of fraud in
these 26 cases ranged from

508 in’ four months, to
$10,613 In 'nearly four years,
Abaut $2,100 in"a 13 fronth
period was involved in the
typical case.

None of the 26 earned
enough to make them neligi-
ble for aid, and ail would

. have been able to keep a sub-
stantial part of their earned
income had they reported it
to the department,

Can Keep Part

Reclpients are allowed to

keep ‘the first $30 of their
earnings, plus a third of any

.amount over $30, In addition,

some work expenses (union
- dues, for- example) are - de-
ducted from the total earned,

‘Examples of these cases -

from court records are:

A woman who went on
welfare in 1966 gota jobat a
South Side factory in 1972
and worked there 43 months,
earning $25,728. She coliect-
ed $17,059 in welfare during
the same period. .

Had the woman reported
her earnings, she would have
received only $6,446 in aid,
making the frand $10,513.
Legally, she could have kept
about $15,000 of the nearly
$26.,000 she earned. .

Ske pleaded guilly, was
glven five years' probation
and was ordered to repay the

. I money in $30 monthly incre-

| ments, Under the law, she
* could have been jailed for 15
years.

A 33 year old woman, who
went on weifare in 1968,
started worling at a nursing
home in 1975. She worked a
vear, earning $4,707 and
irawing $6,252 in aid. Eligi-
sle for only $4,344, her fraud
was $1,908.

She legally could have kept-
$2,800 of the $4,700 she
rarned, .

Faiiure to report unem.
floyment compensation ac-
sounted for 109 of the con-
rictions. To detect this kind
of fraud, welfare officials
outinely check unemploy-
© nent compensation records
n those cases where welfare
slients appear to be eligible

‘or unemployment payments,

Irony of System
Prietz noted the irony of
srosecuting recipients who
30t jobs to improve their liv-
ing standards, “The women

In cases prosecuted from .

who get prosecuted are the
ones who :have the .hest
chance of making it {off wel-
fare),” he said.

Most of the other cases feli
under what officials call fail-

ure to report a change in cir- ~

cumstances — cases in which
the recipients were eligible
for welfare, but not.for as
much as they had received,
Examplies from court
records of this type of fraud
were: . S
- A ‘woman who miarried,

making her (bt not her chil- -

dren) ineligible for ald,

A woman who was recely-
ing aid for her four children,
but who did not tell welfare
officials that one child has
gone to live with relatives.

In anotker type of fraud, a
recipient moved to California
without informing welfare
officizls. The recipient's sis-

" ter was charged with colfect-

ing her’ checks for. two
mornths. L

In four other cases, recipi-
s reported their. checks
stolen, collected duplicate
checks, then cashed the arigi-
nal chechs, o

*
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: “If the only leaderslu
people “will d1gmfy with our, trust i
leaderslup ' saints” " am

I savmurs. 2 iwe are in for some tough’ |
" times_indeed,” President Richard
W Lyman of Stanford told a(Time .
magazme conference on leadership,
“Jin Washmgton

; enced at coping w1th moraI' ‘Pro
! lems in public life. . .1

“it has been a point of pnde.-

; Jwrth Americans, - from’ colonial
. times, to be medrocre fo]lowers,
and {6 put stress on- the virtues of

the individual who is from Mrssoun

\

unwﬂ]ingness to. take the time and: Sl
) trou‘ble to, understand the institu-"° .
""tions .we have ‘developed and must_

- work with- and through and their.
mherent hmltatmns .with which . .
See TRUST p.\s '

fa:lure of these msntutlons, breed.é
j cymcrsm or'its. Slamese twm, Uto-
. Vpianism; fills ‘the zir With. outrage

and overloads the courtk with litigs-

~than serious 'attentlon to’what thé
: mshtutlon is being asked to do, and :
how well adapted it is to doing it .
"< “As" someone (else) has 'said:
‘Amencans today expect more and
. miore from a government they trust -
) less and less,’ And that is true for
" other kmds of institutions ‘as’ well"
“Not only is more expected -but

- of

: ‘Busmesses too quick.:to pro-;
'laun th mselves through so-calféd

large enough to be vrsrble and to
uspe: d: ‘of :
assets unde ts [ ontrol

) *‘An mstrtutlon, nsked to per-
form 4 service it is not, equipped to. -
‘perform,’ responds ineptly.: The.
meptrtude is not seen as a predrcta~
ble resuit of a misdirected .request, * -
but of the. incompetence or worse.""
e mstrtutron and its Ieaderslirp
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Scaence and law

b ‘ .. Howard T. Markey, Chief Judge of fhe U.8. Court of Customs and Patent Appeals,
P ' gave an address earlier this surnmer on science and the law before the New Jer-
! : : - sey-Patent Law Association. Here, verbatim, is a small part of what he had to say.

The full text of the address, which marked Markey’s receipt of the Jefferson
Medal, is published in the June 1977 issue of the Journal of the Patent Office Soci-
ey, -

Like all good marriages, that of science and.law is not formed of identical partners but of
different partners complementary to each other, The differences, though profound, are not
fatal. Science seeks knowledge of facts; law seeks justice which may rise above and beyond
“ the facts. Justice may be tempered with mercy; a fact may not. Science can tell us the amount
of shoe leather consumed tn a given march; law is the music we march by. Science is a
- metronome for the melody of the law.
Science rests on the material; law on the moral, ethical, and phﬂosoph:cal Science teaches
us what we can do; law tells us whether we should. Science seeks certainty; law deals with
-the uncertainty of the human will. Science emphasizes the general; law the particular. Sci-
entific proof is standardized; iegal proof varies with probabilities. Science determines; law
compares. Science finds fixed relationships; law establishes rights and duties. Science an-
alyzes and predicts phenomena; law c!anhes and controls conduct Science describes; Iaw
prescribes. :
i - ‘ The things of science are only those which can be observed. The things of law, like justlce
SR © - and mercy and truthfuiness and reasonableness and honesty and compassion and respon-
e . sublhty. cannot themselves be seen.
The laws of science, like gravitation or Newton s laws of motlon are mwolable The Iaws
-of humanity can be broken. Hence we prosecute the outlaw and not the faliing rock. '
Science weighs, counts, and measures matter; law defnnes and protects the values a society
holds dear. .
Man has learned to bunld on knowledge and expenence in the f-elds of science and the
- application of science we call technology. He has not yet learned to do so in morals and ethics,
where every baby starts from scratch. Yet there is hope, for with every new baby our troubled
race gets a new start. And io the extent that law rests on morais and ethics, not just on force,
T we may someday begin to build an ethical structure of grandeur and excitement equivalent
to that of science. To do so requires an understanding of the relationship between law and
- .science beyond their differences.
-As in every good marriage, the partners need each other. The relationship of need fmds
, : K law needing to employ the ernpiric methods of science, where they fit, in a lawyer’s world
I . 50 dependent on and infused with science. And science needs law to aid in determining the
i ' monumental ethical questions it now confronts and which it cannot answer empirically, like
the use of experimentai drugs and procedures on human beings, genetic experiments like
those w:th recombinant DNA, modifications of the environment, the effects of “*social engi-
. neenng, ' treatment of laboratory animals, and the relationship of science to politics. |
As in human marriages, each partner brings an influence on the other. Science and
technology move the law toward new fields and the need to change and grow. The law tames
controls, and channels science and tec'-mo!ogy
The blindfolded lady of justice, like many wives of dynamic men, has been a helpmate and
a softening influence on her scientific partner from the time man crawled from the swamps
- 'until he walked on the moon. When the fady's counsel has been ignored, the purveyors of
perverted science have ended by buming humans in fumaces and by makmg Iampshades
of human skin.
LI ‘ Only the law can deal with threats to life, liberty, and the pursuit of happiness, like those
1) . which lie in the technology of computer data banks and electronic surveillance devices. In
1 o ' a broader sense, unless law controls science, man will becomne, in Thoreau’s phrase, “the
‘tool of his tools.”
' Thus science and law must be treated as Ieglt:mate Iovers not as leng in sin. [;l

‘c&EN editorials vepresent only the views of the author and aim al Initiating inteHigent discussion,
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-~ For over 100 years lhe_'._.
slogan “the bigeer, the bet-*~
_ter"” has guided the busi-

ness community.

" Even today, few execu-
tives would -question the
validity of such a slogan,
Banks with assets exceed-

mg $30 billion, oil compa-

nies with sales over $30 bil-

‘Hon annual!y and insurance

companies with millions of
policyholders are believed

to be big becausc they are.

better-{for consumers and

‘the country

ARE THEY" Let’s look at
the bigness issues a little

.more closely:

1. Smaller compames can
do a better job for the con-
sumner than the giants are
doing in the same industry.
This is true, for example, in
the pricirig of life insurance
or servicing by truck
Small busi-
nesses, whose owners know
they -can win under fair
competition, are unable to
fight the palitical and
predatory market practices
of their opposing goliaths.

2. Companies can become

-. g0 large that povernment

“ecannot allow them to fail.

While small business is per-
fectly free to go bankrupt,

‘big business can go to

Washington— for a bailout,

. Apart from the more sensa-
‘tional welfare case of the
 Penn Central, big corpera-

A

ylum;u, WAL Lk \avlupuu,

Ralph Nao’er

y;u; Laawssa D T LTIV

thﬂS_ are in Washington all
the time asking for hand-

outs on the grounds that if .

they don't get them they

will go.broke and damage

the economy. o
3. Giant corporations
very often mean giant mo-

nopolies or gismt monopolis-
tic practices, which fleece

consumers out of billions of

-dollars, .as detailed by the

Senate anti-monopodly sub-

committee over the years.

Freguently big business

forces small business to go~

along with their anti-mo-
nopoly violations.

4. BIG corporations, his-
torically without much of an
innovative recdrd, just as
historically have lunched

off lone inventors or small -
firms. _
-Commerce study in the mid-

A Department of

'60s showed that individuals
were the source of maost
inventions. that helpéd build’

- the economy, not the fabled

corporate laboratories.
In 1964, Donald Frey,
vice president of Ford

Motor Co., noted that auto.

suppliers, not the big auto
companies, were the prime
source of innovation.

5. Big corporations gravi-
tate.toward massive tech-
nolggies because it is more
profitable for them and
mgre expensive for consum-

‘ers. Recently, big technol-
- OgT i_s miore likely ta induce

Sy
P

tax concessions or govern—
‘ment subsidies.

In the quest for cnergy
adequacy, why ‘develop the
abundant agricultural

‘wastes and residues or

other solar energies when
there are more complex,
expensive and government
supported technologies like
nuclear power around?

6. BIG COMPANIES can
resist more strentously the
displacement of their exist-
ing technology by a meore
abundant form of new tech-
nology that is cheaper for
the consumer. AT&T has
preferred underseas cables
at the expense of ‘satellites;
the three television net-
works long opposed cable
TV development with 1ts
dozens of channels.

7. Big companies can con-
trol government and abuse
significant political power
more easily. Du Pont in
Delaware, Union Camp in
deannah ‘Ga., apd U.S.
Steelin Gary, Ind are only
afew of the company states
or company towns where

bigness. becomes virtual

government. It is hard to

think  of small business .
our economy. Or to justify

overthrowmg South Ameri-
can countries,
8. Conglomerate compa-

"nies can afford to ignore

one consumer sector if they

can profitably shift to other

consumer SBCtOI‘S ‘com-

L

'pax:ed to, firms rooted en-

.well, such as the side ef-

-preferred values of indivig-

pressures:
Lgn )

t:rely in a smaller com-
munity. In such a case; only
sm'ﬂl business can flll Ihe ‘
gap. s
9. Largc corporatlons en- ..
courage widespread coth- -
munity rootiessness by ‘re-".
quiring constanit moving of
families between bmnch of-
fices or plants. L

14. Big compames are-_'
more likely to be inefficient =~
than smaller-scale alterna- ..
tives. Prof. Joe Bain has- 73
shown how, 'in “several
major industries, it is plant w.»
size; not company size, that”
determines effxmencses
The steel industry is'a-case
study of that point. - One
giant publisher recently
contracted for a series of
books to a tiny publisher be-
cause it was cheaper than
doing it in-house.

THE WHOLE questmn of
effmlency needs a fresh ra'
view int other contekts &s

fects maintenance costs; of
injuries to consumers. ‘

There need not be are-
verse dogmatism in favor of
all ‘small onterprlses ‘to
Jjustify a critical examina-
tion' of business bigness'in

asking what such bigness is:
doing " to eur society's”

ual initiative, responsibility
andfreedom from the giant
arganizations’ conforming
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By M Lehael ’Vovak

HE DAY 1 HEARD ‘Michael Harrmgtnn say mat-‘
- most libefals: are fcloset - socialists.”. I knew by

““my revulsion that. I had to face an ugly truth about .

- myself.. For vears, I Jad: tried to hide,. even: from_ .

- myself, my uncohscious corvietions. In the intellec- - |-

“-tual cireles T frequent; persons with inclinations like -
‘my own are mocked, considered fo be compromised,
. held at arm's length zs se«..unty r15Ls We are. eas11y-‘

. intimidated. '

~The truth is there are pmbablv mllhons of us. |

', Who knows? Your ‘brother or sister may pe one of ;15 :
_ The fellow teaching in the class next {0 yours; the

olumnist for the rival paper: even the famous liber:
ated paetess—our kind, hiding their convictions eut’
of fear:of retribution, lurk everywhére Lven now' we :

- may’he corrupting your children. .
- * We are the tlnset caphialists ;Now.at East DUz, tlm, -

has eome, The whole wozld is-going socialist. Nearly
118 out of 142 nations” of .the’ world are socialist

. tyrannies. A bare 24 are free-economy democracies.
“'Wé-gre the world's kewest, least iinderstood and Jittle -1

loved minority. IE-is time foT us to begin, everywhere,

orgamzmg cells of the Cap:.tahst Liberation Front. :
T first rea!s:red T was a-capitaiist when all mv-'_' Coa

triends began publicly. declaring 'that. they were -

' socialists, Harrington and John Kenneth Gailbraith
“having called the signal. How T.wished I could be as .-
“left as they: Night after night 1 tried fo persuade

nyself of the coherence of their logic; I did my- best
to go straight. T held up ia the prnaey of my room
pittures of every socialist land known to ‘me: North

|- Kotea, Albania; Czechoslovakiz (land of my grand.
'ps.rent.s) and even Sweden Nothing worked:

"'When I quizzed my socialist- intellectual friends;
T found they didn't like sociallst countries. either.

“They all said to me: “We want-socialism, but not like

Eastern Europe.” I said: “Cuba?™ No suggestion won

“their assent. They didn’t want to be identified with
“_.China {except that the streets seemed clean), Ngr with

. Tanzania. They loved the idea of socialism.

- “But what is it about this particular idea you like?™
+I' asked. “Government control? Will we have a Penta- -
- gon of heavy industry?” Not exactiy. Nor-did they

think my suggestion witty., that under socialism -

“everything weuld function like the Post Office. When,

they began to speak of “planning.” I asked;, who

~ would police the planners? They had enormous faith

~in Mﬁﬁ‘ﬁ’n‘s?’ﬁureaucrats and expens. -Especially'in
- @XDETtS.

“Will Mayor Daley ave ‘clout’ over the planners""

T asked, seeking a little comfort. “Or congressmen .

from Mississippi?”. My friends thought liberal-minded -
persons would make the key decisions. Knowing the

‘mation, 1 can’t feel so sure. Knowing the liberal |. .
_mlnded I'm not so ¢oniforted. -

Since they have’ argued that eil companies are
now too large, I couldn't see how an HEW that in-

cluded Oil would be smaller. My modest proposal.
" was that they encourage monnpnly in every industry,
. and then make each surviving . cmporatwn head. a-
.cabinet officer. .

+See CAPITALISM Page c3 -

Novak i a Cr:thohr- meo{ogrcm 'whose boaks include
"Chuosznq Our qu - : . L




: Pncnwl tllsumiuns se'cmed Desldo the pmnt"
Finally, . I reah:red ‘that sovialismis ‘fot & political
propﬁsa] 1ol ‘an econemic’ plah. Soclahsm is thé res-
idueiof Jguh(-o Lhrlman aith,. withnut retiglon. It

Tace and paradtse on earth:

THATS WIIEN I discovered I was an. mcurabie- =
- & and inveterate, ay well as_secret, sinner. 1 beheve g
i sin, I'm for c'lpitalhm modified and made Intel-
:---llgent and’ pubhc -spiriled, because it makes the world -
Aree for’sinners. It allows haman beings to do pretty .
: mueh what they will. Socialism is a system built on -0 -
: :helief in human goodness; so it never works. Capital--- 7" 7
ism s a system huilt on: belief it human selfishriess;
 glven checks and. balatices, it is nearly. alwavs a

smashing, scandalous success.. Check Taiwan, Japan, .
- West (.-eunzmy, Hong Kovng and-{ene of the newest .-
““pations in“oné of the recently moit: umlerdeveloped. ..
sectors of the world) these United States. Two hupe- |

" dreqd, years ago; thére was a Cliing, and also a Russia.’
- 'The’ United States was only a gIcam m Pairick
',Henryseye R
" Wherever you go in the wond sin thrives Detter L
~undef capitalism. H's presumptuous fo believe that "

God is 'on any human’s side. (Actually; if: capitalism’-
. Werd: godlcsq and_soctilism were deeply religious, = -
the’ roles -of ‘many spukesmen in America ‘would be-
reversed in fascmatmg ways.) But God:. -did make
human E)emgs frée Free to sin. God's heart, may.:
have besn: soclahst- his .design’ was capitalist 25 hell.
There s “an - innate tendency in sotialism . towar: 3
_authontar!.amsm Left to themselves, all human De
' irlgs wont be good most must be concerned. Capxtal— S

“sinner, making even dry wood yield 2 spark of grace,

:’-Inr liberation, . Everywhere else they are hawking

:'ments “banking, industry, " technology. - Mﬂhons are

ed ynder, capitalism. Without our emormous. psychic

S..ed and useless Cot‘fee. bananas, tin, sugar and other

- items. of trade would have no markets.. Capltahsm

- hag made the world rich, mventmg riches other pop-. - -
P ulatipns didn't know- they had, And yleldlng smful'..
- pleasules for the millionis.

ism, aceepting human sin.ﬁ.:l;;éss,"iﬁbs'é:imier'ag.a'iﬁst i
Capitalisii has given the planet ifs présent iripetns
: capltahst jdeas: growth, liberation, democracy, invest- -
alive; and itving loriger, because of medlcme develop- -

) énergy, productivity and’ inventions, "oil would still
- bo lying’ under Sandi Arabm. undxscovered unplimp-

Six per cent of the world's populatlon con.sumes,
they’say, 40 per.cen{ of the world’s goods. The same

-'-,;-B per cent produces more than 50-per cent; far ‘more - .
" than it can consume. No other system cai make such - .
5 statement ‘even in landa more populous. older and e

LIGE FALD) MY frth ¥ onill) WL ALASED Vhame

~ - richer than our own; As everyboriy knows hedomsm .
* ‘requires excess.
Look out, world! The closet capltahstc are com:ng

out. You don't have to love us. We don't negd your - '

love. If we can help you oul, we'll Le glad fo. A" i

", system built on sin is built on very solid ground ifi-

.. 'deéd: The saintlifiess of soclafisni wilt noi Jeed 'h:a

- PoOT. The United States may be;:as many of you say,
- the worthless and despicable prodigal son among the -
_nations Just walt

E.'f thn ‘Twohey—Ths w‘ashinzlon Pmt -

and see who gets the fattc,d cailf
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;. vironment, medicine or anything else,
the” & in.
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A patent gives an inventor a 17-

- year exclusive right to use the inven-

: Yon. Last year, 104,000 patent appli-

1 + cations were filed and 70,000 granted.

44 California ‘was the most inventive

i state last year with 7,603 patents

-?Jssued

i Tosome,the word *inventor” brings

holed up in his basement, but today
Avinventing is big business. Slightly
- =-more than three fourths of all
patents issued last year were as-
" signed 1o corporations. About one-
~third of all applications in 1974 were
_from foreign applicants, compared
: -’Wlth on]y 22%1in 1964, -

- Dann is disturbed. that *courts are

Jhot as friendly as we wish they were”
“in enforcing patent protection. If a
patent is in dispute it is up to the

ieourts, not the patent office, to settlc .

‘*ihe matter.

. ‘LI Kbout 1% of .patents are htlgated

e says, "and about half get knocked
: put.“ '

"Dann's office has taken an’ active

role in promoting energy and en-
. ¥ironment-related inventions. It takes
';;m average of 21 months from the
-%mte anapplication is filed until a pa-
~tent is granted. But Dann hasordered
~priority handling of energy and en-
' -vxronment apphcatlons which ex-
“pedites the process by eight to 10
Tnonths.
% »Since. 1970, about 1400 environ-
1. :menta] patent applications have been

Jgranted priority handling, and 766

. have been issued. Another 4,676 have
s been issued through regu)ar process-
ing.

Priority was given energy patent

apphcatmm in October, 1973. So far-

: | out of 162 applications, 36 have been
+ issued. .

tito mind a picture of an old eccentric

i

The Patent & Trademark Office has

more than 2,800 employes, including

1,200 science and engineering profes-’

sionais. It currently is operating on.a
$76 million budget, compared with
$72 miltion a year ago.

"But most of that increase is infla-
tion," Dann says. Fees paid by appli-
cants cover about 40% of the patent-
ing process, but there are bills in

Congress that would boost fees to'

meet 50% of costs.

The office also processes about 35 -
000 applications for irade-marks each
year and issues about 25,000. It's up .

to the examiner whether a proposed
trademark is confusingly similar to
one already issued.

" Disreptuable companies which
promise to help inventors get patents
and practically guarantee riches are

among Dann's major concerns. Most,

do no more than collect fees from in-
ventors, ,
The Pateni officé has no regulatory

control over these firms and can't .

take action against them. But the

. Federal Trade Commission has

moved against some of them..after
their operations were publicized.

Dann offers this adwce to would -he
invenfors:

' suggest they check with the Beta
ter Business Bureau {to see if the
firm is reputable), check with their
banks and ask to see a list of satisfied
customers—then check with the cus-

tomers to sec to it {hat they really-

are satisfied.

He says that a wvisit to 2 good
patent atlorney might be an even
better move. Dann was chief counsel
of the patent division of DuPont Co

“before he was nominated o his pre-

sent post in 1973,

Dann also recommends that the -
budding inventor visit the Commerce

Department field office in Westwaod,
where patent literature and market

- direclories are available,

1

R e Y LTI L Lo




Govemment

Commerce Department
official urge_s early

- development of federal -
technology policy, also
favors science court

Dr. Betsy Ancker-Johnson has been the
Commerce Department’s assistant sec-

retary for science and technology for three
and a half years, during which period she

--Cormmerce. In the current secretary, Elliot

a partlculariy receptive ear.

interested and is surprisingly well-versed
in questions of science and technology,”

Ancker-Johnson tells CZEN in a recent
interview. (Richardson is a lawyer by
iraining.) Much to her delight, he has

casion. Ancker-Johnson’s delight may
very well be. short-lived, however. This
- being an election year, Richardson’s ten-
ure at the Commerce Department is un-
certain,and Arncker=Johnson is likely to
be reporting to a new boss in a few
months. Nevertheless, she is undaunted
and speaks enthusiastically of the many
things she hopes to accomplish.

~First on Ancker-Johnson’s list is the
development of a U.S. technology policy.
“What we have now is a whole bundle of
*-.strategles—there is no policy as such,” she
" says. But one should be developed
quickly, she adds, because indicators have
shown that the heaith'of U.S. science and

not as good as it ought to be.

has served three successive secretaries of |
Richardson, Ancker-Johnson has found At

“If you scratch, you will rea].ly find him *
a scientist and engineer who is very much

gone to bat for her on more than one oc- -

technology, and especially technology, is

“We are not in a sirong posmon vig-
a-vis our trading partners and competi-
tors that we have been in the past.”
Moreover, Ancker-Johnson points out
that among the series of strategies that
have been called a technology policy is the
practice of compulsory licensing, which
further weakens the health of science and
technology. Under this strategy, she ex-
plains, “we’ve not only had to make

" technology that has been developed in

some place—say - General Elegtric=—
available to other parts of the private
sector but to foreigners, and generally
speaking, free or virtually free. So you
don’t have the royalties coming back to
feed the R&D machine to keep it good

“and healthy.”-

Technology is an economic issue and

must be scrutinized from the industry’s.-
_(or commercially oriented) point of view,

Ancker-Johnson tells C&EN. There are

four options that she believes the Com-.

merce Department should take immedi-

ately to foster technology and in particu- -
lar technological innovation. The latter, .
she notes, should result in an aggregate of

new methods for producing goods and

services that either have not existed be- -
fore or can now be supplied (as a result of -

innovation) using fewer raw materials,
less energy;-and less money.

Taking up these options will mean
adding new functions to some of the six
offices Ancker-Johnson heads—National
Bureau of Standards, Patent & Trade-
mark Office, Office of Product Standards,
National Technical Information Service,
Office of Telecommunications, and Gffice
of Environmental Affairs. Option one has
to do with the fact that “there is really no
competence within the federal govern-

ment (and hence, elsewhere) to analyze
“where we are going with the piecemeal -

strategies that we call a technology poli-

cy,” Ancker-Johnson says. What she .

would like is a small analitic office set up

immediate to her secretariat to analyze -

these various strategies.

~ Option two would be to promote con-
sumer technology and to increase the

Department of Commerce’s ability to
react to market-place desires. An exam-
ple, says Ancker-Johnson, is providing a
standard means of measurement such as

for auto tire durability. NBS would do the-

technical work, and a small office would

be established to handle policy matters.

This way, explains Ancker-Johnson,
“NBS will preserve its credibility as that
absolutely neutral and absolutely reliable-

source of technical mformatmn and 501- :

entific information.”
The third option ‘would be to fund
generic research that is too risky or ex-

are not interested in funding things that

AHGKEI'-JGMSOH aws mews un tecnmmw

pensive for any one company or industry, -
such a8 research on how fo improve the -
wear of cutting tools. If research proves  .©.
. the technology worthwhile, if thencanbe "~
picked up by the commercial sector: “We

arenice to know, but things that willin- = S

"

crease productivity, ;
asserts. The National Technical Infor-

mation Service would administer this -

program of generic research. It would be
responsible for diffusing the technology

“to industry, and to state and local gov- ..
ernments. “Technology transfer must be

done person-to-person and not by ship-
plng papers out the door
sizes.

Option four would be to analyze and.
assess the scientific and technical impli- -

cations of regulations, and their impact on

development of new technology. At a time -

when productivity is low, and compliance
with regulations—some of which may be
unnecessary—is costly, it adds to “our
burden of our not being as competitive in
markets of other countries that do not
regulate their industries as stringently,”

Ancker-Johnson says. “So we must avoid

this helter-skelter making of laws and
regulations.” She cites the case of the
Environmental - Protection Agency S
standards on sulfur oxide emissions. A
well-known epidemiologist recently had
told Ancker-Johnson that despite the
billions of dellars worth of equipment put
in by industries to control sulfur oxides,

it may well turn out that the culprit is the -

H+ ion and it should be controlled, not

. sulfur oxides. Ancker-Johnson has in
_mind the Office of Environmental Affairs

to operate this last option.
Ancker-Johnson is against the patent
bill passed by the Senate. She is the
chairman of the Committee on Govern-
ment Patent Policy, whith is part of the

Sept 6, 1976 CREN 17,
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White House Federal Coordinating
Council on Science, Engineering &
Technology. And the commitiee has
drafied a bill that Ancker-Johnson hopes
will be introduced before the close of this
session of Congress. Essentially, the bill
would make a “major change in patent

policy,” making it the practice rather than -
the exception for the inventor or assignee -

to take title to inventions made with fed-
eral funds. “This will mean that much of
the technology paid for by the taxpayer}s
now will get used by the taxpayers,”
Ancker-Johnson says. "~ -

As one of the sponsors of a “science

" court” experiment, Ancker-Johnson '

thinks'that as the number of science and
technology related issues get bigger and
as society gets more and more complex, it
would help to have such a mechanism as

" ascience courf. Ancker -Johnson does not
like the word “court,”

as it implies that
policies will be made when in fact all the
couri does is to present the facts. Unfor-

_ tunately, she says, the word was picked up -
by the press and now it's useless to “un-

hinge” it. -

What the court would do would be to
bring in scientists and engineers with
different viewpoints to debate on an issue,

‘such as the theory that chloroftuorocar-

bons discharged from aerosols may be

- depleting the stratospberic ozone, These
_ scientists and engineers will ask non-

value-laden questions and agree to what

the facts are today and what further re-

search should be undertaken. They then
would Jeave the decision to policy makers.
The court idea is siill in the discussion
stage and Ancker-Johnson says that a
colloquium to get public input on how to
set up an experiment will be held Sept 20
to 22 in Leesburg, Va. - .- ‘

The fact that she is a woman a.nd one of g

the few female Presidential appointees
doesn’t bother her, but Ancker-Johnson

" admits thatl the Commerce Department

is a male chauvinistic agency. However,
she says, Richardson has done a great deal
to change the tone of the agency. “If he
stays around long enough, I am sure he
will change it a great deal more, hopefully
irreversibly,” she quips. Ancker-Johnson
comes with splendid credentials. Sheisa
solid-state and plasma physicist, and has
taught at the universities of California
and Washington. She also has worked at
Boeing, Sylvania, and RCA. _
Ling-yee Gibney, CEEN Washington

GAO negative on
synthetic fuels

A recent Generé]'Accountihg Office re-

port on the Administration’s plan for de-

‘veloping a commercial synthetic fuels

industry has created quite a stir on Cap-
itol Hill. In no uncertain terms GAQ

~concludes . that federal “financial-assis--
tance for commercial development of

synthetic fuels should not be provided at
this time.” That conclusion came as
something of a Qh(}ck to three House
commlti{.es
" The three commlf;tees, after a year of
work, had just reached agreement on
- provisions of a bill, H.R. 12112, providing
loan guarantees for commercializing
various energy technologies, with the
emphasis on synthetic fuels. The full
House already has rejecied once a federal

loan guarantee program, and fearing a~
repeat performance, the committees in- -
volved swiftly summonad GAO and En- -

ergy Research & Development Adminis-
tration officials to the Hil} last week to
elaborate on or refute the report’s con-
chusions.

The basic premise underlying GAO’s

‘negative conclusion is that the output

from coal liquefaction and gasification

and oil shale plants will not be competi-

tive with domestic and imported oil and

natural gas prices. GAO points cut that -

the estimated regulated price of high-Btu
synthetic gas—$2.61 to $3.02 per thou-

- sand cu ft-—is about double the proposed

Federal Power Commission "domestic
price for new natural gas. Oil'produced
from coal or oil shale.could'cost from $15

to $18 per bbl, far higher than the.current

$12-per-bbl price of foreign oil. Further-
more, GAQ says, the development. of a
synthetic filels technology would require

~creation-of-a substantial industry-infra--

structure to sustain it once it is in place.
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. By RQN S, HEINZEL

Times Stalf Writar

. The-head of the US. Patent &
Trademark Cifice fears that a move-
ment in Congress to give the govern-

- ment exclusive rights to patents aris-

ing from ;edetauy funded researcn

_and dev elopment programs could

‘hamper the Administration’s.attempt

: :to soive the encrgy orisis.

. C Marshali Dann commissioner of

what was formerly the Patent Office,

& Commerce Department unit, said in

'ar interview that President Ford's
Clong-term energy program will large-
Hy utilize techﬂolocf that has ot yet

e developed or co.-nmercialized.

2vew i veu hod a problem to aoive
ich required inventive technical

-soiutions, you would think that in ad-
- dition to” supplying whatever funds
~were available the onz thing you
“would try to do would be to provide
~.all the incentives possible.”

Despife this, Dann says, "there are

S[l‘Ol’l" voices_in COI’“’IG\S more con-_

reernef™with dividing Op tHe i1
uhmwvtf“havc or
VNS “W@Wﬂﬁn‘iﬁ"@ Tiing the
¢ best climale Tor the creation of new
teéﬁﬁﬁlﬁvx

Dann ca‘,fq the Tederal gover nment
~currently . funds more Lhan half the
research and  development (R&D)
tpregrams in the Uniled States and
.gets about 5% of the patents. "But it
_doean't do much with them," he adds.

He says critics want:

~All inventions developed through
federally funded R&D to belong to
the government, excluding the con-
" tractor who did the worle *But this
“tends to discourage participation in
government praograms by the most

competent organizations—the best

i talente aren't attracted.
- =—A ban on cxclusive licensing of
-government-awned * patents. "This
will sometimes mean that the inven-
tion will be used by no one”

—Those -taking on a government
R&D conwract to be required to .
license their “privately  deweloped
ratents and technology vsed as back-
ground for federal programs. "This
tends te insure that the most compe-
tent and experienced firms won't
scek a comtract, since they have
usually invested a greal deal of mon-
cy In acquiring their technology.?

--Comnul<or1 licensing of energy-

ralated patents dexcmpefi With pri-—
vale funds. This would let competi-

“ovg share i the benefits and ‘pro-

es a powerlul dismcentive for any
private concern to do any research at
all in the energy field”

The patent system in this country
is rooted in the Constitution. Article
1, Section 8, gives Congress the pow-
er to "promote the progress of science
and usefu! arts, by securing for limit-
ed times to . . . inventors the exclu-
sive right to their . . . discoveries."

"If the patent system hasany virtue
ard if* it helps achieve the Constitu-
tiona! objective. as-has been supposed
for 183 vears,” Dann savs, then it is
needed in the energy situation, "The
important . the technological

Piease Turn io‘ Page 14, Col. 1

%@@mg Co. P
Higher Earnin

Boeing Co., Seattle, Monday report-
ed net income of 372,432,000 or $3.42
a share for the year ended Dec. 31,
1974, up 41% from ‘2.31.21.3000 or
$2.38 a share in 1973,

. The awrerdaft  manufaclurer i
:\";SS.]_G'.‘S—‘"*"!"'J [ LTt

THE COMMISSIONER —C. Morshdil Dann, commissioner of Pate
Trademark Office, believes propesed: chcnges in U.S. patent pi
couid hcwe an adversg i poct n nc.m‘f’? long-term energy prog

? ﬁ! Iunc plwlo by Joe Ken




ACS divisions’ viewpoint
SIR: The Divisional Officers and Councilors
Caucus agrees with Dr. Henry A. Hill that the

functions of the national divisions are.among the
most important in the American Chemicat So-

are quite specific.

shall be to encourage in the broadest and
liveral manner the  advancement of
in all its branches; the promotion of
hemical science and industry; the

thereby fostering public weifare an:
aiding the development of our count
tries, and adding to the material prospel
happiness of our people.”

There are many of us who feel that the ob-
jective of highest regard in our society should be
the preservation and furtherance of chemistry
as a science. We also believe that to ensure'the
attainment of this objective that it is necessary
that those elements of the society which rep-
resent science, namely, the divisions, be given
a larger voice in council and appropriate rep-
resentation on the board. :

in practice, however, the situation in the so-
ciety is that the council is composed of dele-
as elected by local sections and by divisions
with very large majority—approximately
80% —bwing local section councilors repre-
senting geogkaphical regions. Additicnally, the
directors of the degjety are etected from a region
or at large. No dirébipr s élected as a repre-
sentative of the divisiondgr a major segment of
chemlstry

chemists; we belong to the divisions belause
“they represent our particular fields of chemitry;.
and we support the divisions with our dues a
our time and efforts because the divisions pro-
vide professional contacts and the scientific
content of the national meetings. Our member-
ship in 2 local section is an accident of the place
where we live.

- We, therefore, support the concept of a
Commission on Scientific Affairs which is being
proposed by the Subcommittee on Organization
& Governance as a means of giving the divisions
a farger voice In the affairs of the society without
major changes in the makeup of the council or

: the board.

Despite Dr. Hill, there /s a problem. We can-
“not go along with his “'status quo’ point of
Ciliew. '

One of many relevant points is that the divi-
n and the national meetings of the society are
t supported out of national dues, as are local

ciety, The articles of mcorporatlon of the socuety '

", . "'Sec. 2—That the objects of the | lncorpora- '

sections and regional meetings. The 16 largest

Jocal sections, having a combined membership

approximately equal to the membership of the
28 scientific divisions, receive approximately
$85,000 as a rebate from national dues. The
ivisions receive nothing from nationat dues.
ese same 16 local sections are represented
by 148 councilors, 36 % of the total in council,

society in order to provide
i{ needs,” wa would agree
ste and that there are

a public stance so opposed to what an im,
segment of the society is working toward: ate-
newa! of the American Chemical Society's
commitment to chemistry as a science.
J. Kenneth Craver
Chairman, Divisional Offrcers and Councilors
Caucus, AGS

5 Frederick G Cottrell

SIR: While we enjoyed Arthur L. Norberg'g;‘
© “Chemistry In California™ (C&EN, Aug. 30, page

28), a review of the history of chemistry in that
state would be incomplste without mention of
air pollution control pioneer Frederick Gardner
Cottrell.

Cottrell, inventor of the electrostatic precip-
itator and founder of Research Corp., the New
York foundation for the advancement of science,
entered the University of California, Berkeley,
in 1893 at the age of 16, qualified for a bache-
lor's degree in 1896, and was awarded a fel-
lowship from which he found it necessary to
resign for economic reasons. Cornbining
teaching with study, he later pursued graduate
work in physical chemistry at the universities of
Berlin and Leipzig, receiving a Ph.D. from the
latter institution in 1502.

Benjamin |. Wheeler, in search of the best
possible man to fill the newly created post in
physical chemistry, offered the job to Cottrell at
the urging of Edmond O’Neill and with the
backing of Willard B. Rising—this, as legend has
it, after cabling the scientific capitals of Europe
for other recommendations and receiving a
unanimous vote for O'Neill's candidate.

Although he received a number of attractive
offers, including several from W. R. Whitney of
General Electric Research Laboratories, Cottrell
accepted and chose to remain at Berkeley for
the next nine years, and it was there that the first
experimental precipitator took shape. With
backing provided by O'Neill, Harry East Miller,
a consulting chemist, and attorney E. 8. Heller,
Cofttrell organized a business venture to apply
precipitation to the collection of acid mists, dust,
salts and fumes from early smelters, chemical,
cement, and aother industrial plants.

By 1911, the year that Cotrell heeded the call
to government service with the U.S. Bureau of
Mines, the precipitation venture was on the road
to success. Although it had long been his in-
tention that academic science should benefit
from the business, should it prove profitable—

and with this O'Nefll, Miller, and Hefler were later

to a'greé—-Cottre!E_was faced?with the problem
of finding an agency to receive the infant en-
terprise before he embarked on his new career.

The problem was solved withithe assistance of

Charles D. Walcott, secretary of the Smithsonian
Institution, who helped Cottrell enlist an im-
prassive board of directors for a nonprofit cor-

poration. Thus Research Corp. was chartered

"'to render inventions, patentirights and letters
patent more available and effective in the useful
arts and manufactures and for scientific pur-
poses,” and “to provide means for the ad-
vancement of téchnical and scientific investi-
gation, research and experimentation by con-
tnbu!:ng the net earnmgs of the corporation

Smce its foundlng in 1912 Research Corp.
has contributed some $55 million in grants-in-aid
to approximately 7000 investigators. Addition-

- ally, its patent program has evaluated roughly

10,000 :nventlons made at hundreds of scientific
and educatlonai institutions and successfully
patented and licensed a s:gmf:cant number for
further development in the pu:blic interest.

The foregoing is especially timely in view of
the fact that 1977 will mark the 100th anniver-
sary of the birth of Frederick Gardner Cottrelt,

and, in his honor, a two-day Cottrell Centennial

Symposium will Be held at California State
Coi!ege Stamslaus. next year

Prasident, Research Corp., N__ew York City

Compliments!

SIR: Rebecca L. Rawis and Dermct A O’Sullwan
are to be complimented for their excelfent
techrtigal article “Italy seeks answers following
toxic reélease™ (C&EN, Aug. 23, page 27). Many
chemistsymay not be aware of the chemistry
involved inhis tragedy and the average news-
paper or magazine news release would ignore

pengd
Erie, Pa.

Seveso safety

our Aug. 9 article (page 27)on the ac-
e Seveso, ltaly, 2 4_5 trichiorophenol

to initiate the explosion. The 1968 exp
Coalite Go. in England was caused in thi
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Provisional Patent Applications:
File Early, File Often

BY MICHAEL A. GOLLIN OF KECK, MARIN & CATE

Michael Gollin is a partner in the intellectual
property and technology group of Keck, Mahin &
Cate, a national general practice law firm. He
can be reached at 1201 New York Avenue, N.W.,
Washington, D.C. 20005, phone (202) 789-8921,
Jfax (202) 789-1158, email mgollin@keck.com.

invention is filing a patent application — a

time-consuming, expensive, and sometimes
nerve-wracking event. Fortunately, the new provi-
sional filing system will make it easier for compa-
nies, universities, and individual inventors to file
patent applications earlier and more often. How
can people take advantage of this system, and
what should they watch out for??

The U.S. Patent and Trademark Office began
accepting provisional patent applications on June
8, 1995 under new legislation.! The provisional
filing system provides inventors with a new tool
to preserve patent rights effectively and economi-
cally. In a nutshell, an inventor may now file a
simple, inexpensive application that is not exam-
imed for patentability. Within one year, the appli-
cant may file a regular application based on the
provisicnal application. The principal advantages
of a provisional application are:

One of the first steps in commercializing an

Simplicity, The PTO has stated that it wants to
maintain maximum flexibility for provisional
applications.? The applicant needs to file only a
cover sheet and a specification. There is no
requirement for claims, an inventor’s declaration
or oath, or any particular format. There is no duty
to disclose prior art. The provisional application
will not be examined or published in its initial
form, so the organization and content of the
application may be less polished than with a
regular application.

Cost. The filing fee for a provisional application
is about one-fifth of the fee for a regular applica-
tion — $150 ($75 for a small entity). This low
fee has led one of my clients to nickname the
provisional system “the $75 story.” As with a
regular application, the fee can be paid with the
application or thereafter. There are no expenses
for prosecution in the first year as there are for
regular applications. The cost of preparing and
filing a provisional application will likely he
about 25% to 75% less than the comparable
cost, with prosecution in the first year, for a
regular application.

Patent term extension. The patent term for all
applications filed June 8, 1995 and thereafter
extends 20 years from the filing date, The filing
date of a provisional application does not start
that clock running. In other words, filing a provi-
sional instead of a regular application can extend

the patent term by one year. Meanwhile, the
applicant has created an assignable intellectual
property asset and may use the term “patent
pending” even during the previsional year.

Protecting authors. It often happens that a
researcher realizes the commercial potential of
his or her work just before a conference or publi-
cation date. This is an ideal situation for a provi-
sional application. In the past, the researcher
and patent attorney would have to rush to rework
and expand the manuscript and figures to satisfy
formal and substantive requirements, add claims,
and file a regular patent application. This takes
time and costs money, and given the deadline,
the choice is to do it poorly or not at all, thus
jeopardizing foreign patent rights. Now, the
author may mstead quickly file whatever is being
disclosed (manuseript, transparencies, slides) as
a provisional application, before the conference
or publication date. Even if the provisional appli-
cation is not adequate by itself to support patent
claims, it serves an important defensive purpose:
the publication eannot be cited as a prior art
reference against the patent application, in the
U.S. or abroad, and so the publication results in
no loss of rights.

Flexibility. Provisional applications fit into
many different strategies because of their flexi-
bility, as elaborated helow.

WHAT TO DO AFTER FILING

The provisional application automatically
becomes abandoned afier one year. The appli-
cant has several options before that point; the
key to taking advantage of the provisional system
is to know which option to choose. In many
cases, the best strategy is to preserve the
maximum scope and duration of patent rights at
minimum cost, and to defer costs as long as
possible.

Convert to a regular U.S, application of the
same scope as the provisional. An applicant
who decides to proceed with patent prosecution
may add claims and an inventor’s declaration to
the provisional application, and then refile it as &
regular application, This option makes sense
only if the provisional application satisfies all the
standards of a regular application. That is, the
original specification must (a) enable a person of
ordinary skill to practice the invention, (b)
disclose the best mode of the invention, and {c)
include drawings necessary to understand the
invention.® This situation will most commeonly
arise at comparies with in-house patent staff.

File additional provisional applications
claiming improvements as they are discov-
ered, then combine them in a regular
application. In Japan, it is common to file

_several provisional applications on small
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advances or closely related inventions, then
consolidate them in a regular application one
year after the initial filing. This is now an option
in the U.S.

File a U.S. continuation-in-part application
{CIP) adding new subject matter. If the
invention is developed further after the provi-
sional filing (or if the provisional specification
was inadequate), new matter can be added to the
original specification in & CIP. However, the
ability of the provisional application to defeat
prior art depends on the extent of the original
disclosure. Hence the importance of a good
disclosure in the provisional application — one
that provides support for the claims that will ulti-
mately issue.

File an application under the Patent
Cooperation Treaty (PCT) designating the
U.8. The provisional filing system dovetails
nicely with the system of international applica-
tions under the PCT. Foreign applications made
within one year of an initial U.S. application —
whether a provisional or regular filing — may
claim priority from the filing date of the U.5.
application. A PCT applicant can designate most
countries, including the U.S., for national protec-
tion. National progecution begins as late as 18
months after the PCT filing. Thus, the applicant
can postpone prosecution in the U.S. for a total of
30 months after filing the provisional application,
while preserving all rights and synchronizing
prosecution in all countries,

File a PCT-CIP. An applicant may combine the
previous two approaches by adding new matter to
a provisional application, and filing the CIP as an
international PCT application, designating the
U.S, Where the applicant has improved on the
initial invention, and is in no rush to obtain
issuance of a U.5. patent, this can be a very effec-
tive strategy for global protection.

For example, an inventor files a provisional
application on September 4, 1995, before
presenting the invention at a conference. On
September 4, 1996, the inventor can file a PCT
application claiming priority from the provisional
application, and adding results from research in
the intervening year. National applications in the
U.5. and foreign countries need not be filed until
March 1998, and prosecution begins thereafter.
Minimal costs will he incurred while preserving
global rights for two and a half years.

Let all rights go abandoned. If prospects for
commercialization fade, funding is unavailable,
or the technology is given a low priority, no
further action need be taken. The provisional
application will go abandoned. Little time and
money has been wasted.

CAVEATS

According to one survey,! the most significant
advantages people expected for provisional
applications are: the extra year of protection; the
ability to delay costs in the U.S. and abroad; the
possibility of flexible CIP practice; and the ease
of earlier filing. The most serious concerns

Continued On Page 17
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LANDLORD LIABILITY FOR
TENANT INFRINGEMENTS

Conginued From Page 6

caused the loss to distribute the costs

and to ship them to others who have

profited from the enterprise. In addi-

tion, placing responsibility for the

loss on the enterprise has the added

benefit of creating a greater incentive

for the enterprise to police its opera-

tions carefully to avoid unnecessary

losses.
Polygram International Publishing, Inc. v.
Nevada/TIG, Ine., 855 F.Supp. 1314, 1325
{Mass. 1994}, The COMDEX trade show orga-
nizer, which rented booths to exhibitors, was
subject to vicarious liability where the organizer
exercised authority and control over exhibitors
through rules and regulations “inconsistent with
the usual relationship of landlord and tenant”
and profited not only from renting booth space
but also from charging admission fees to view
the exhibits, 855 F. Supp. at 1329,

CONTRIBUTORY TRADEMARK
LIABILITY FOR FLEA MARKET

In Hard Rock Cuafe Licensing Corp. v.
Concession Services, Inc., 995 F.2d 1143 (Tth
Cir. 1992), the plaintiff sought to impose
liability on the owner and operator of a flea
market for trademark infringements by vendors.
The Court refused to impose viearious liability
on the landlord, recognizing

Secondary liability for trademark
infringement should, in any event, be
more narrowly drawn than secondary
liability for copyright infringement,
955 F.2d 1143, 1150 (7th Cir, 1992). The
Court held, however, that the flea market owner
could be liable for contributory infringement,
relying on tort cases in which a landlord is
responsible for the torts of a tenant on its
premises if the landlord knew or had reason to
know the tenant would act tortiously.
“Contributery infringement” permits the impo-
sition of liability

if a manufacturer or distributor inten-
tionally induces ancther to infringe a
trademark, or if it continues to supply
its product to one whom it knows or
has reason to know is engaging in
trademark infringement, the manu-
facturer or distributor is contributo-
rily responsible for any harm done as
a result of the deceit.

Inwoods Lab’s, Inc. v. Ives Lab’s, Inc., 456 U.5.
844, 854, 102 S. Ct. 2182, 2188 (1982); see
Gershwin Publishing Corp. v. Columbia Artists
Management, Inc., 443 F.2d 1159, 1162 (2nd
Cir. 1971) (copyright liability). The court could
not determine if the flea market contributed to
the infringement by failing to investigate
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suspecled counterfeiting. Hard Rock Cafe, 955
F.2d at 1149,

The trial court actually imposed a duty on
the landlord to seek out and prevent trademark
violations. On appeal, the court held that the
landlord had no affirmative duty te take reason-
able precautions, but could be held liable if,
understanding “what a reasonably prudent
person would understand,” the landlord had
reason lo know the vendors were engaging in
trademark infringement, Perhaps emboldened
by this precedent, Polo Ralph Lauren
Corporation, Rolex Watch USA and Louis
Vuitton reportedly have filed suit alleging
contributory trademark infringement against
commercial landlords of three stores in New
York City’s Chinatown in which tenants have
engaged in ongoing sales of counterfeit goods,

A CONTRARY VIEW

Recently, a District Court in California
refused to find vicarious or contributory liability
for copyright and trademark infringement
claims against the operator of a swap meet,
Fonovisa, Inc. v. Cherry Auction, Inc., 847
F.Supp. 1492 (E.D. Cal. 1994). A district court
in Minnesota has also refused to find a discount
department store operator liable for alleged
patent infringement by a licensee of space.
Maxwell v. K-Mart Corp., 851 F. Supp. 1343
(D. Minn. 1994); Id., 1995 W.L. 104719 (Feh.
27,1995).

Copyright infringement, The Fonovisa court
held contributory infringement did not exist
because “merely renting booth space is not
‘substantial participation’ in the vendors’
infringement activities. ... Any ‘participation’
was passive, at most, and not nearly ‘substan-
tial’ enough to warrant defendants the label of
joint tortfeasors.” Fonovisa, 847 F.2d at 1496.
Vicarious liability for copyright infringement
did not exist because there was neither direct
financial benefit nor “power to supervise the
direct infringers in the general course of busi-
ness, e.g., what to sell, whom to hire, how much
to charge.” Id. at 1496-97.

Trademark infringement. The Fonovisa
court held that a lease of space was not a suffi-
cient coniribution io the infringing activity to
give rise to joint ligbility. Referring to the Hard
Rock Cafe decision, the Court stated

Rather than identify a duty which
originates independently from trade-
mark law, the Court essentially
reasoned that since the swap meet
knew what was going on and might
have done something to stop it, it
should have. This Court refuses to
follow this results-oriented course to
impose liability on third parties who
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have never had a traditional role in
enforcing the Lanham Act.

847 F.5upp. at 1498,

An appeal of the District Court’s decision is
now pending. The International Anti-
Counterfeiting Coalition, Inc. and Recording
Industry Association of America, Inc. have filed
an amicus curize hrief arguing that claims for
contributory trademark or copyright infringe-
ment or vicarious copyright infringement can be
plead against flea market owners.

Patent Infringement. The Maxwell court
held that K-Mart Corporation and Shopko
Stores, which leased space to Melville Corp. or
Morse Shoe, Inc. under a licensing agreement to
operate shoe departments in return for a
licensing fee based on a percentage of revenue
from shoe sales, were not liable for “actively
and knowingly aiding and abetting another’s
direct infringement.” Morse Shoe, Inc. and
Melville Corp. not Shopke or K-Mart sold the
allegedly infringing shoes. Consequently, the
department stores were not liable for actively
inducing infringement by Morse Shoe, Inc. or

Melville Corp.

Proof of actual intent to cause or
encourage the acts which constitute
the infringement is a necessary
prerequisite to active inducement. . .

The patent laws prohibit K-Mart
from infringing or actively inducing
the infringement of another. The
patent Iaws do not impose an affirma-
tive duty on K-mart to stop the
infringement of another. Maxwell has
produced no evidence which tends to
show that K-mart intended to induce
Melville’s alleged infringement of the
Maxwell patent.

851 F. Supp. at 1349.

CONCLUSION

Thus far, the cases have not imposed a duty
on the landlord to police counterfeiting activity,
An authority to police retained by the landlord,
however, might give rise to a duty to exercise
that authority, Where counterfeiting activity
has previously oceurred, the landlord may be
sued based on allegations the landlord should
reasonably be aware of ongoing copyright viola-
tions. The risk that vicarious copyright
infringement liability will eventually be
imposed increases where the landlord’s receipts
can be directly linked to the profits of the sale
of counterfeit goods. In addition, the more
services the landlord provides, in addition to
the space itself, the more likely the intellectual
property owner will argue that the landlord
substantially participated in the infringement.
Without careful consideration of the effect of
lease provisions, a landlord risks suit by simply
“turning a blind eye” to notorious and contin-
uous sales of counterfeit goods on commercial
premises. W
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PROVISIONAL PATENT
APPLICATIONS

Continued From Page 15

people had were the additional cost if one merely
refiles the provisional as a regular application;
and the increased likelihood of producing an
inadequate disclosure, especially if there is no
patent attorney involvement. The following
caveats must be considered in each situation to
decide whether the advantages of a provisional
application outweigh the disadvantages.

B The total cost to obtain a patent may be
slightly higher, even though significant costs
are postponed. In the situation where no new
matter is added after the provisional is filed,
the cosi of filing the provisional application is
added to the cost of filing a regular applica-
tion. On the other hand, if a CIP is filed, filing
a provisional will reduce the total cost.

"M Patent issuance is delayed one year, along

with remedies for infringement. If competitors
are likely to enter the market quickly, it is
desirable to obtain a patent as early as
possible. This consideration is partieularly
relevant for information technologies, where
the first years of protection are far more impor-
tant than the last years.

B The informality of the provisional system may
lull an inventor into a false sense of seeurity.
The value of an application depends directly
on the adequacy of the diselosure. If the initial
disclosure is inadequate, and the applicant

publishes or sells the invention before all rele-
vant information is put in a CIP, commercially
significant claims may be unobtainable or
invalid. It remains crucial to consult with a
patent attorney or agent to be sure that the
enablement and best mode standards are
satisfied for the invention, and that the provi-
sional route is the best choice. Do-it-your-
selfers, beware.

B A provisional application starts the clock
running on the one-year period for foreign
filing. The applicant needs to be prepared
within that time to determine both whether to
add material to the provisional, and where to
file foreign applications.

M A provisional application may not claim

priority from a foreign application {or a prior
1.8, application).

M Inventorship cannot be determined with
certainty for a provisional application because
claims are not required. Fortunately, inventors
can be removed or added when a provisional
application is refiled as a regular application,
so long as there is at least one inventor in
common. Nonetheless, it may be more difficult
to obtain inventors’ declarations and assign-
ments one year after filing the provisional
application.

SUMMARY

Although there is no single answer to the
questions of whether and when to file a provi-
sional application, some generalizations may be

helpful:
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B Where imminent publication, public use, or .
sale of an embodiment of an invention is
imminent, a provisional application should be
filed for defensive purposes.

B Where research related to the invention is
ongoing, improvements are expected within
one year, commercialization is not assured,
and cost delay is desirable, provisional appli-
cations will be preferred, This scenario is
common for biotechnology.

m For discrete, complete inventions, ready for
market, where patent issuance is desired
promptly, it will still be best to file a regular
application. This scenario is more likely for
electronics and mechanical inventions.

The specific sirategies will differ for corpora-
tions, research institutions, and individuals, But
the provisional filing system will no doubt
become an integral part of any comprehensive
strategy for protecting intellectual property. W

ENDNOTES

1 The Umguay Round Agreements Act of 1994 (URAA),
P.L. 103465, codified at 35 US.C. § 111(b).

2 “Questions and answers regarding the GATT Uruguay
Round ard NAFTA changes to U.3. patent law and prac-
tice,” U.S. Patent and Trademark Office (February 23,
1995), p. 24,

33 US.C §112, 71, and § 113,

Konkol, “Provisional applications — To file or not to file,”
Conference on Patent Aspects of GATT, American Bar
Association, Arlington, VA, (February 24, 1995).
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VALUING TRADEMARKS, PATENTS
AND OTHER INTANGIBLES

Continued From Page 9

THREE CASE STUDIES: MACY'S,
WESTERN UNION, KAYSER-ROTH -

Macy's, az a major retailer with substantial
tangible assets, also has a corporate name,
brands and tademark with great value. Because
of the complex nature of the debt and the creditor
interests, the intellectual properly and intangible
assets of Macy’s became the focus of debate over
value — Some creditors wanted minimum value,
others maximum value. Multiple CPA firms and
valuation firms were hired by various groups.
However, no consensus was reached. Finally we
were called in. Specifically we were asked to
help establish the value of the Macy’s name and
brands in their current use, to identify other uses
and extensions of the brand and the trademarks,
1o determine the relative strength of these intan-
gible assets, and the market royalty rates for use
of these assets, in order to establish value. That
value was, in our view, in excess of $400 million.

In the Western Union case, the company
was placed in involuntary bankruptcy by
various outside groups. As the largest provider
of money transfer and credit check services, in
the 1S and foreign markets, Western Union has
a very strong family of intangible assets. The
intangibles were in fact the key assets: The
global Western Union name, was the primary
asset, combined with the international agent
network. Again, we were called on by the Courts
to establish royalty rates and value, as in the
Macy’s case,

The third example is that of the Wingspread
Corporation, in a different situation where the
bankruptey courts were in the process of liqui-
dation of a manufacturing company. Formerly
Gulf & Western’s Kayser-Roth Division, KR
was a long-time manufacturer and marketer of
apparel products. As a manufacturing company
Wingspread’s primary value was in its tangible
assets. However, there were key intangibles,
including brand names that formerly had great

strength and consumer franchises. In addi-
tion there was some proprietary technology
along with key patents and other operating
intangibles.

The exhibit on page 9 illustrates the facts
of each of these cases, and shows the differ-
ences and similarities among them. These
underlying factors vary substantially, but the
basic goal in each case was the same — To
establish market value.

CONCLUSIONS

This brief overview of intangible assets
and intellectual property, and their impor-
tance in reorganizations, bankruptcies and
business, stresses accurate, market based
values. This article is only a summary of a
subject that is complex and increasingly
important. However, there are half a dozen
specific conclusions that we believe are
important.

First, the increasing importance to a corpo-
ration of intangible assels, intellectual prop-
erty and intellectual capital cannot be denied.

Secondly, there is increasing recognition
by bankruptey, tax and other courts of both
the importance and value of intangible assets.

Third, there is a similar increasing recog-
nition by creditors of the importance and
value of these assets.

The fourth conelusion is that there is a new
awareness that intangible assets and intellec-
tual property can be valued accurately.

Fifth, these values can range from the
hundreds of millions of dollars, as in the case
of Macy’s, to less than a million dollars in
many cases.

The final conclusion is that the overall
value of American industry’s intangible
assets is increasing substantially. Fortune
Magazine did not overstate the facts when it
concluded that intellectual assets can be
worth three times the book value of & corpo-
ration’s tangible assets. Ml

COPYRIGHT REGISTRATION

Continued From Page 11

hetween competitors—in.an employee raiding
context or otherwise—liability insurance is
generally not invoked. However, if a copyright
infringement claim is made with regard to Tse
of a trademark and loge, under most commer-
cial general insurance policies an advertising
injury claim may have-been deemed made.2
This may be good or bad from the plaintiff’s:
point of view, but it almost ceriainly changes
the dynamics of litigation. Before, plaintiff may
have faced a defendant which had little money,
either to defend or to pay out in settlement.
Now, plaintiff may face a well-backed defen-
dant but have access to a gettlement fund.
Ingrates will have a different motivation
regarding settlement in another respect as well,
When/if there was little money available to
defend or pay in seitlement, one of the few
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options it had of value to a plaintiff was to agree
to forebear from acting in a certain way. Now
that an insurer is bearing the freight of defense,
and will likely pay a substantial percentage of
any settlement, the inclination to offer anything
other than (largely someone else’s) money will
be reduced. Thus, before embarking down the
road of copyright registration of the logo, know
what your client’s goad is. Is it to get compensa-
tion for wrongs committed and to find a way for
defendant to make payment? Is it, on the other
hand, to coerce Ingrates to refrain from past and
threatened conduct? If the latter, triggering an
otherwise dormant insurance defense will prob-
ably be unwise.

New Remedies

The remedies available in copyright litiga-
tion, and the basis for measurement, go beyond
the straightforward lost profits analysis. Actual
damages at law are presumptively inadequate
for copyright infringement.®® Therefore, prelimi-
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nary and permanent injunctive relief at least
against further use of the trademark logo should
be available. Additionally, an alternative to
seeking Trusting Boss’s lost profits is to claim
an award equal to Ingrates’ wrongful profits.®
However, on either damage basis, Ingrates
would seek to apportion the damages to sepa-
rate out that which was caused by infringement
of the copyright and profits lost or earned which
are not related to infringing activity.

If all other claims fail to carry a right to
recover attorneys’ fees, copyright litigation may .
assist. Under section 505 of the copyright
statute, the court has discretion to award reason-
able attorneys’ fees to the prevailing party.

Finally, there is the unique animal known as
“statutory damages.” The special value of statu-
tory damages is no proof of causation is
required. Not only is copyright infringement a
“strict liability” claim; it is also a “strict causa-
tion” theory as far as statutory damages go.
Section 504© provides that the plaintiff may







The sensor con51sts of an 0pt1cal fiber

| whose tlp is coated w1th a material that
glows in the presence of certain- -other
compounds. The light, which varies in
‘brightness with the concentration of
‘the substance belng gensed, " travels
down the fiber to a detector. Kelsius
plans to use the technique in a blood-
gas monitor; a fiber will be inserted into
the bloodstream, and the flugrescence
will indicate the levels of oxygen, car-
bon dioxide, and pH, says premdent Jay
Schwalde.

Radtech (Albuquerque) a Los Ala-
mos spinoff, is developing systems that
use radio-frequency electrical current
'| to heat and thus reshape the'cornea,
correcting visual defects. The company
. aims-for a one-hour outpatient proce-
‘dare that is simpler, cheaper, and léss
risky than the present surgmal alter-

natives.

Consultlng by lab staff is another

important way to get know-how into

industry. In the past, the national labs '

had discouraged—or prohibited—scien-
tists from marketing the expertise they

_§triction made it difficult, if not impos-
gible, for would-be entrepreneurs to use

laboratory scientists’ skills. But more

‘liberal policies’ have permitted the

start-up of firmy like Atom Sciences
. (Oak Ridge). The company aims to com-

mercialize an ultrasensitive measure-
ment system that uses precisely-tuned
lasers to ionize and then count the at-
oms in gaseous or solid samples. As
little as 0.1 part per hillion is detect-
able, and the system works on any ele-
| ment for which proper laser wave-
lengths are available, says cofounder
Hal Schmidt.

The laser technique was 1nvented
several years ago by Oak Ridge scientist

Samuel Hurst. While remaining on the

._"lab staff, Hurst has been permltted to.
"become a cofounder and vice-president .
‘of Atom Sc1ences, as 'well asa consul- ©
“tant to the firm-—all capacities that had
been off limits for-lab: staff “There. -
aren’t a lot of barriers now” to such

involvement, says Schmidt, recalling

-the stiff opposition heet in 1960 when .-
he and colleagues started Ortec,a mak-"

er of nuclear partlcle detectors. Hurst
concurs; “There is no longer a: percep- ¢

tion that THE entregreneurlal Erocess is-
LH

. aconflict of int
=Tabs are also more wﬂlmg now to
;grant leaves of absence. Amtech, for - -

‘example, was started locally by five

“sclentists on two-year leaves from the -
Los Alamos lab. The company has ac-

‘quired a remote identification-tag tech-

nology that the lab had developed for, = .-
the Department of Agriculture. The -
‘tags are read from a distance by micro-

"' waves; an electronic cucult in‘the tag -
-alters the reflected microwave beam'i n: ‘.
-an easily detected way: DOA’s goal was: -

a label for diseased cattle that would”

- keep them out of the slaughterhouse.

| gained from government work. This re-

But the principal application Amtech
sees, according to R&D vice-president
dJerry Landt, is keeping tabs on ‘the

contents of railroad cars—for example '

‘making sure that all the cars in’a sin-
gle-commedity “unit train” stay' bo-
gether

Although éach national lab is chang- h

mg, noné has pursied technology trans-
fer as aggressively over the past year as
Oak Ridge. The sprawling facility at the
edge of the Smoky Mountains in east-

- ern Tenrnessee is setting the pace for the

“others in the national lab archipelago.
This leadership dates from April 1984,

when ‘the contract for running Oak.
. Ridge went from Union Carbide to'Mar-
tin Marietta; the "aerospace company
beat out "competitors Rockwell vand

| awareofthe R
natwnal labom—~- i




Sandia’s Stromberg (left) says companies
- now “realize it’s worth bothering™ to
awork with national labs. The ailing steel
industry looks to the future by collabo-

. rating with the labs in developing radical
' steel-making methods, says National
Steel’s Dietz {above). Venture capitalist
S:lver {(top) strick an unusual deal: His
new company hired Los Alamos to devel-
op a. marketable product.

DAVE VAN DEVEER

. Westinghouse with a bid that heavily’

emphasized industrial participation
and strengthening the local economy.
“We proposed doing business in a
new and different way,” says Carpenter
ut Martin Marietta Energy Systems;
the subsidiary formed to handle the lab
contract. For example, Martin Mariet-
ta hag asked DOE for ownership of all

patents the company deems to be of’

commercial potential—an “‘advance

" waiver of title” that would let Martin

Marietta act with autonomy. As owner
of the technologies devised at Ozak
Ridge, the company would grant other
firms exclusive licenses to bring the
inventions to market. Although DOE
has not yet granted this waiver, Martin
Marietta has begun negotiating license
agreements with other companies in
anticipation. “When the word comes,
we’ll be ready to go,” says Carpenter.
“We expect to have some home runs.”
Martin - Marietta also strongly en-
courages the Oak Ridge technical staff
to serve as consultants—to “get our
smarts out into the private sector,”

Carpenter puts it. In contrast, Union"

Cadrbide had put a ceiling on how much
a lab scientist was allowed to earn on

the outside; some other national labs, -

particularly Sandia, continue to en-
force tight restrictions on off-hours
consulting.

In another shlft .Oak Ridge now wel-_
comes private sponsorship of proprl-
etary R&D. A number of companies,
mcludmg Cabot (Boston), Homoge-
neous Metals (Clayville, N.Y.), and Uni-

~versal Cyclops (Bridgeville, Pa.), .are
paving the lab to develop a new clas_s of

alloys-with a unique property. Unlike
most metals, which get weaker as they

‘heat up, these “ordered intermetallic
7 alloys,” such as nickel a_lu_mln_ldes, get

_efficiently at higher "temperatures,

“crease ductility and has obtained dra-:

‘allocated 109 of its annual contract fee |

. ments—a product or service on the cut-

‘generating reveniuies of $7-10 million in" |
.5-8 years, and a promlse ‘to locate in-

BFUAN ASKL
stroriger.- This' property is especially’
useful for engines, which operate mogt |
Present nickel aluminides are barred

from structural use by their brlttleness
Oak Ridge is' working on ‘ways to in- |

matic improvements by adding s'rﬂall
amounts of other materlals, such as
boron. .

Martin Manetta has elso made a s1g-
nificant commitment to accelerating.
the growth of the local economy, having

(for runmng the lab) to launchmg new
companies. (The fee ranges from. $5 mil-
lion to $20 million, depending on Mar-"
tin -Marietta’s performance.) In ‘addi--
tion, the company has promised to build:
a 290-acre industrial park near the lab.
The first tenant will be the Tennessee.
Innovation Center, a new subsidiary
that will invest in and “‘incubate” high
tech start-ups. The center is co-owned
by Tran Tech Systems (Salt Lake City),
which runs the s1m11ar Utah Innova-
tion Center. . ..

- The Tehnessee Innovatmn Center,
for—proﬁt organization, identifies prom-
ising technologies -at the national
lab and “does everything necessary to
make them commercially successful,”
says vice-president Melvin. E. Koons.
The center makes equity investments,
typically of $50,000-$150,000, for start-
ups ‘that satisfy several key require-

ting edge of technolagy, potential for:

Oak Ridge. o

The center tries to ﬁnd commermal
uses for inventions geared to spemﬁc
government purposes. For examgle, a
new lead-iron phosphate glass was de-"
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Los Alamos scientists
Charles Gregg (left)
and Gary Salzman are ¢
building a commercial
prototype of their rap-
id-diagnosis system
with private funding.
Aerial view shows the
lab’s main technical
’ aredq.

for encapsulating nuclear waste. It
turng out that the glass has some.un-
usual properties that allow it to be
-poured as a liquid into precisely shaped
molds. An exciting possibility is the

direct casting of lenses, ehmmatlng :

muich of the expensive grinding and
polishing needed for ordinary glass.
The center hopes toinvest in a start-up
to explore further the material’s com-
mercial potential. -

Despite all these efforts to make' the
national laboratories more relevant to
industry; the labs are still largely cut
off from industry scientists. DOE is seek-
ing to remedy this isolation with a new
lab/industry exchange program, Tech-
nical staff from interested companies—
U.S. or foreign—will be able to spend a
year working at a nationallab, with the
government paying part of their gala-
ries and éxpenses; The program’s
$600,000 -budget for this fiscal year

should pay for 20-30 scientists, says -

Richard Stephens, director of universi-

ty and industry programs in DOE’s en-’

- ergy research office. :
‘But whose agenda will the vmtmg
_scientist follow—the company’s or the

lab’s? Stephens emphasizes that work

should benefit both. *We don’t want
simply to augment a company’s R&D,”

_he says. “There. should be a mutualz

-interest.”
The new industrial orientation of the
national-ldbs is not without its critics.

The fostermg of spinoff companies, for -
example, is seen by some as a potential
-distraction. Examples like Mesa Diag-
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nostics at Los Alamos could tempt sci-

entists to “think more of possible com-
mercialization than of the value of their
work to the government,” says Everet
Beckner, vice-president for energy pro-
grams at Sandia Corp., the AT&T sub-
sidiary that runs Sandia National Labs
{Albuquerque).

For instance, an~entrepreneur1ally
minded scientist may devote less atten-
tion to work on classified projects be-

~cause there is Jess potential for com-

mercial spinoff, says Frank Huband,

head of technology policy at the Nation-

al Science Foundation. And he warns
that a “Russian farm” mentality could
arise at the labs. In the Soviet, Union,
farmers are permitted to work a small
private lot for profit; but a frequent
result is that the farmers focus their
energy and ingenuity on making the
private lot more productive, while giv-
ing only minimal attention to the col-
lectiveland. -

In addition, some argue that splnmng
off new companies is an inefficient way
for a lab to help the economy. “People
hear that small companies are the big-
gest job producers, which is true, and
they twist that into the false notion that
start-ups are the biggest job producers,”
says Robert P. Strombetg, manager of
technology transfer at Sandia. Most

- new companies don’t survive long

enough to provide many jobs, he says.
Not surprisingly, then, much of San-
dia’s technology transfer involves es-

tabhshed ﬁrms, such as large 011 and

gas companles

One. effeet'ive way to. éxplbit”na{:idnal_ R

lab R&D. arose: informally, well before
the current programs were conceived,
with . the Federal Laboratory Consor-
tium (FLC). ‘Over 100 labs, including the
eight national labs; belong to what

chairman Eugene Stark of Los' Alamos- o

callsan orgamzed old-boy network.”-A
company in’ need of ‘technical - infor-’ |
mation or -assistance contacts one of |
four regional coordinators, who check.
to see whether any federal lab is work-
1ng oni the topic. Legislation now ‘pend-
ing would make FLC an officially recog-
nized (and- funded) organization,
probably as an arm of NSF. Such & move
would be a boon to technology transfer
because “the FLC guys won’t have to
spend all their time. begging for. mon-
ey,” says one congressmnal staffer. .
Thanks. to the new programs and
FLC's persistent efforts, industry is

-catching on that the national labs have

turned a new leaf. “"Companies are real-
izing that it's worth bothering” to do
business with the labs, says Sandia’s
Stromberg. For many years, says Stark
at Los Alameos, the labs turned down
more requests for visits from the Japa-
nese than they received from U.S. com-
panies. That’s no longer true. And “the
companies involved now,” he says, “are
skimming the cream.”

Herb Brody is a senior editor of HIGH
TECHNOLOGY_. .

For further information see RE-
SOURCES on page 72.
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. therefore contributing insufﬁeiently to

the national good. The Packard panel
recommended that the size of each lab
be “allowed to increase or decrease (to

zero if necessary) depending on mission ' -

reguirements,” adding that “preserva-.
~ tion of the laboratory is not a mission.”

A direct outgrowth of the report, and
a striking example of how the labs can
be channeled to industry’s service, is

- the “steel initiative.” The plan is to use.

the potent scientific and engineering

talents of the national labs to perform

basic research that the ailing steel

_.companies cannot fund themseélves. . -

Becausie of financial hardships, steel

. _"company R&D is “typically geared for
~ results in six months to a year,” ex-
.. plains John Roberts, associate director

of Argonne National Laboratory (Ard
gonne, Ill), which will do. much of

‘the work. The companies recognize the
.magnitude of their plight. The stesl

initiative will look 10-15 years into
the future; says Roberts; it is to be
a collaborative project in which steel
companies like U.S. Steel, Bethlehem,

/National, Armco, and LIV will send
" .. their scientists to work in teams with
: the lab scientists to solve problems
. jointly agreed upon. “Incremental im-
. provements aren’t enough” to restore

the industry’s badly eroded competitive
position, says Reginald Dietz, vice-pres-

- ident for research at National Steel

(Weirton, W.V). “We're going after
‘leapfrog’ technology that will put us a
couple of steps ahead.” The labs will
work not on proprietary projects but on
generic technologies that the entire in-
dustry should share.

-One thrust of the program will be to.

find new ways to convert iron ore into
liguid metal, bypassing the expensive

coking ovens and blast furnaces now

used. Another focus will be on casting

- the liquid metal into.pieces close to
.the dimensions of the fina! product.

One possibility is to use pawerful, pre-

‘cisely shaped magnetic fields to confine
- the molten metal so it can be cast in-

to thin sheets, obviating the need for
strip mills to flatten thick billets. The
technology loosely resembles that being
developed to confine hot hydrogen gas
for controlled nuclear fusion. Qak
Ridge, which has.a long-standing pro-
gram in fusion, will contribute its mag-
net expertise to the problem of castmg
steel.

Shortly after the steel initiative was
orgamzed George A. Keyworth II, Rea-
gan’s science advisor, agked the nation-
al labs to identify other industries that

might benefit from a similar effort. The

result was a propesed project for ap-
plied research on off-road machinery.

In March, Argonne met with several

manufacturers to determine which

technical issues were appropriate for

cooperative action. The resulting list
includes advanced engines, electronic
controls, and continuously variable

transmissions. The lab hopes to begm )

work in fiscal 1987,

Unlike the steel initiative, the off-
road equipment project will aim to de-
velop specific products rather than ba-
sic technology. To make this work, the
labs will have the liberty—unusual for
the government—to keep. proprietary

" secrets. “We. won't have to-tell Deere
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what we're’ doing with Caterpillar,”

says Argonne’s director of technology'

transfer, Brian Frost.
Increasingly, the national labs are

becoming spawhing grounds for tech-

nology-based start-ups. From Oak
Ridge’s inception during World War I
until 1980, about 20 companies started

A glass. devised fo encapsulate nuclébr
waste may be adapted for lens makmg

"by an Oak Ridge start-up

-lab, according to technology transfer

_manager Donalc Jared; in the followmg_ '
four years, he says, there were more -

‘than 30 such spinoffs,

Some of these new companies are

‘formed under arrangements: that

would have been unheard of a short
time ago. Perhaps the most dramatic -

example comes from Los Alamos. Scien-
tists there developed a way to identify
viruses.and bacteria in minutes, rather
than the days or weeks needed with

_existing methods. A laser, illuminates

the sample w1th a beam that alternates
between two kinds of polarmatmn, and
a detector senses the difference in how
one polarization is scattered relative to
the other. This difference, it turns out,
correlates with certain features of the
spec:men s DNA molecule.

The procedure was invented at Los
Alamos in a project funded by the Na-
tional Institutes of Health. NIH had no
interest in commercialization, though,
and ceased its support while the device
was still far from market readiness,
Thelab began looking for companies to
acquire the technology. When David
Silver, a Chicago venture capitalist,
came to Los Alamos in 1983 in search of
technologles ripe for commercial ex-
ploitation, the rapid analyzer stood out.

Silver raised $8.5 million through an |
R&D limited ' partnership with |
Prudential-Bache Securities
(New York) and gave half the
money to the lab to develop a
comimercial prototype. The part-
nership (a tax shelter to encour-
age investment in technology)
acquired full ownership of the
technology and then granted an |
exclusive license to a new compa- |
ny, Mesa Diagnostics (Leg Ala. |
mos). Mesa is wholly owned by

the Santa Fe Private Equity |
“Fund. _ .
It is a curious reversal of con- |
ventional practice, with the big

" government lab working for the

other way around. The partner- | .
ship pays the lab for use of its | .

tants after hours. “It’s cheaper |.
than hiring our own staff,” says-

- John Lonergan, Mesa's ch1ef fi-’
nancial officer and wce-prem- '
dent for marketing. -

- It took two years to put. the
radlcal deal together, according

trlal liaison officer. The main hang-up

~Avas the patent. DOE had to waive 1ts || -
title to the Umiversity of Califfrnia ||

' (whlch operates the lab), atit then the

S _ A '._.umver51ty had to waive its title to Sil-
up with technolog‘y developed at the

ver's partnershlp Eventually, 11 con-
-_tracts were needed to cement the agree-
_ ment accordmg to Sllver

_ ber of cases in which a small companyis
" latmched with national lab tecE]noIogy
tifaTwould not have besim AVAIlable un-
der old policies. For exa.mp_TeTKé‘I’stus :
“tSan Cartos,Tal) bought into the sensor
business -with an.exclusive license to
‘the techiology of remote fiber fluorim-
etry developed at Lawrence Livermore _
.Natlonal Lab.. -

L mq};fmgmmi.bewml_xleas Ca

Silver’s venture capital firm, | = ‘

small company instead of the |

_stafl during regular hours and | .
hires lab scientists as .consul- |

" to Eugene Stark, the lab’s indus- |
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the government ceases its work—ii
makes little sense for a company to
embark on an expensive, risky product
development effort using technology
freely available to its competitors.
Firms are “reluctant to invest the mil-
lions of dollars required to fine-tune
inventions without the guarantee that
a competitor could be precluded from
receiving its own government license,”
explains Jon Soderstrom, director of of
research and technology applications
at Oak Ridge National Laboratory.

As a result, “for decades, what we did
here didn’t matier very much” to the
industrial world, says William Carpen-
ter, vice-president for technology ap-
plications at Martin Marietta Energy
Systems, which operates Oak Ridge for
the Department of Energy {DOE). Tech-
nology that’s available freely to every-
one is “of value to no one,” he contends.

A wave of patent-policy changes be
gan with the passage of the Bayh-Dol
Act of 1980. This act allows small busi-
nesses or nonprofit organizations to
retain title to inventions conceived
during government-spensored R&D. An
amendment to the act, signed last fall,
broadens the government’s waiver of
patent ownership. The new law states
that nonprofit institutions (such as uni-
versities) that operate government labs
under contract can retain title to inven-
tions coming out of these labs. In addi-
tion, former Energy Secretary Donald

Hodel ordered last February that the

wlwmmver
arge, for-profit companies like Martin

Marietta, but as of this writing the rule

had not taken effect.

The attention recently given to pat-
ent policy symbolizes the hew Concern
in Tohgress and the administration
over getfing our money’s worth out of
the national Iabs. Such concern first

ecame prominent in the Stevenson-
Wydler Technology Innovation Act of
1980. The law declares technology
transfer to be an official mission of the
labs and requires that each lab spend
0.5% of its budget on moving the results
of its R&D into industry.

Perhaps more galvanizing than the
Stevenson-Wydler Act, however, was
the sharply critical 1983 report on the
labs by a presidential commission. The
panel, chaired by Hewlett-Packard co-
founder David Packard, urged greatly
increased interaction between govern-
ment labs and industry in order to
make the labg “more responsive to na-
ticnal needs.” It accused the labs of
working without clear purpose, and

Martin Marietta’s Carpenter, shown with
a corroston-resistant hip replacement, is

leading Oak Ridge toward greater com-
. mercial relevance. . . -~ .




. that had made the transition more .

. drift of the times,
Govemnment should take a role in -
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ECONGMlC PLANNING IN THE 80’5

Reagan siHi dden ‘Industnal Poh& IS

.- By ROBERT B, -REICH %

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

1rm~: 1984 Presidential campaign -

Not long ago, several Democratic -

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

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

tiles into high-tech businesses.

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

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

" industries and helping ‘workers re-

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

the meantime the 'United States :

would have lost cut to:other nations

smoothly {notably, Japan).

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

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

- ail the forbidden 'isms." Anyway;

" how could the Government compe- -

tently pick winners -and losers? '

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

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

Shnn.hmg baslc mdustry. Standard-

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

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

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

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

value of the dollar by nmning huge

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

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

ica’s basic industries bas been enor-. .

itidusly :suocesaful. . Since 1981} vmm

“ thevuluenﬂhedollarbeganclimb

recedented levels ay the hudget

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

idea ot industrial policy. To be sure,

. the term appears nowhere in his ora-

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

arnbitious industrial policy than the -

Democrats ever dreamed ot propos-
ing. Consider: :

—

Robert B, Reich, pmféssor at Har-*

vard University’s John F. Kennedy

Schoo| of Gavernment, was an early . .

advocate of mdustnal policy. He is

most recently co-author of ‘New

Deals: The Chrysler Revival and the
American System. o

AT [ R T

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

“mestic capacity, setup-operatlong .i:

abroad (or enter into joint ventures

*-with foreign producers} and divgrsity

mto specialized niches,

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

matter to finish off “‘sunset” indus. -

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

.posed would eliminate any lingering

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

L

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

over the next five years,

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

ambitious plan for shifting America’s

“depradations of big government —

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

‘off far more bluecoliar

the recent years of record growth.

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

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

.. plant and ‘machinery, could be de-

*" preciated; - the present accelerated

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

Promoting “high

‘emerging industries -~ advanced

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

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

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

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

TIR

UT more important r.o hightech =

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

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

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

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

high-technology industries is coming

tech.America's .

- billion has been channeled into new

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

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

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

adapt — through retraining, reloca- - i

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

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

carties a danger that the new ones’ :

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

wmnnyg

,

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

lapse of America’s basic industries is -

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

“ - and simultaneousiy upgrade work.

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

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

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

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

ers’ skills to handle the new manufac. -

turing processes — to render the en- .

. tire indusirial base more- compeﬁ-

tive. )
Ronald Reagan's industrial policy

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

. 'thetoric — that it cannot be done, at

‘least not with such a heavy hand.-

Loan
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THE WASIHI

: State Officials Adreemshed .
To Aid Their Entrepreneurs

Some Experts Favor Cutting Tax Rates and Easmg Regulatzons

. By David 8, Broder

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

Cto smooth the way for the would-be

businessmer around them, :

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

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

- and give 'em a medal.”

=_- Forget about - chasing General

~Motors Corp.'s Saturn project,

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

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

~eration. Don’t get into bidding wars

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

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

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

.. The advice was greeted with 2

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

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

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

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

Alnternatlonal a . consulting group:

o headquartered here. :

.province of Ontario, and West Ger-

=~ many came here hoping for tips on

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

The officials from 27 states, the'

On the first evenmg. economic
consultant Roger Vaughan told

them that they should shift their

focus from the creation of jobs to

the creation of wealth—-and realize

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

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

CSPA project director Barbara

Dyer for the conference, they said

-states should worry less about their

unemployment statistics than the
rate of new business formations.

"Half the jobs created each vear,

they said, come from self-employ-

ment or the formation of new'busi-

niesses.

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

- of something like GM’s Saturn fa-

cilities.
Far better, they satd to be sure

~-that the tax system rewards risk-

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

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

be students and letting them shop.

in the education marketplace.

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

New Hampshire Republican John H,
Sununu.

Sununu, who started his own eri-

_gineering company in college and

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

‘states “are just papering over their

" “leaves me empty . . .

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

gulatory systems that inhibit for-

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

(D), the cosponsor. of the sesgion,

expressed general support for the

‘entreprenenrial approach but said

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

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

“had helped create “s historically

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

government gets into the picture, it

messes it up.”
en-

trepreneurial strategy was no pans | '

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

- utive director - of the Arizona De-

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

ring new business “is the toughest

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

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

she said. . :

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

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

- duced” by the notion of thousands of

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

“nies only at its peril,

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

" burgh (R), said, “This conference

has persuaded me that entrepre.

. neurs have become another interest

group.”




A

Pat. & Tm. Budget

(Continued from page 1)

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

Access To Libraries

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

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

Automation

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

its systems, {(3) properly manage three

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

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

IPO NEWS

Rep. Mike DeWine (R-OH) questio

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

“provisions during the Senate hearing.

Outlook For Bill

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

" claimed the bill could seriously disrupt

funding for automation. IPO maintain-

ed, however, that the bill would not .

have any major effect on the amount of

" money available for automation. With

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

6

ns witnesses at House Authorization hearing.

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

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

IPO Urges Rewrite
of Federal Labs Bills

IPO has recommended modifying or

‘scrapping portions of three bills which

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

The bills as introduced would give

'Federal employee inventors at least 15

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

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

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

private companies how to compensate

their inventors,

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

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

According to the drafters of the

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

-

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

‘noted, however, that managers in the

Federal government already have

~ authority to give cash awards up to

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

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

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

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

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

Quigg Nominated
For 'Commission‘er o_f

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

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

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

During Quigg’s tenture as chief
patent counsel at Phillips, the company

IPO NEWS

Patents & Trademarks

Commissioner-designate Quigg.
7

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

Quigg received the Silver Star as a

* member of the U.S. Army field artillery

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

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

His Senate confirmation hearing is
expected to be held in September.
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Celebrating 25 Years .
Of a Xerox Original

By Michael

Washington Post Staff Wm.er

SUTINE
' You never saw 50 many hlue
smts
- The Xerox 914. COp:er the' orig
mal is 25 years old, anel: ysesterdayg
Xerox - Corp. gave a 914,_to the
Smithgonian.
. It. wasn’t your usualiaxecutive:
lunch: The room was filled.with-the,.
very men who put that gioneenng
machine together, designed’it; and
manufactured and sold it. L
This is one of the more hamrass—
ing sagas of American industry, |
about a modest firm in Rochester,
N.Y., named the Haloid :Co.,. with..
500 employes. and a president
named Joseph C. Wilson who was .
willing to spend—-in perfecting and -

The Xerox
9200,

make two
copies 4
" second.

T
“Joe Wilson: found hunse]f * said-
" See XEROX, B2, Col. 3

which ¢an
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Ready for Business

By Michael Schrage
Washington Post Stalf Writer

AUSTIN, Tex.—With the skill
and savvy that once made him
Washington's consumate high tech-

- nocrat, retired admiral Bobby Ray
Inman has turned his talents from
the classified to the proprietary.

The man who managed this coun-
try's most sophisticated national
security technologies—he ran the
‘National Security Agency from
1977 to.1981 and served as deputy
director of the CiA—has glided
smoothly to. the . private séctor,
where he now bids to become the

unofficial US, ambassador of innq--

vation.

“Much to my surprise, [ haven't
needed to adapt my management
‘style at all,” said Inman, with a dis-
arming deployment of his gap-
toothed grin, “The management
- skills I've acquired through trial and
painful error are serving me well
here.” '

Inman. is-chairman and chief ex-

ecutive officer of MCC—the Micro-
electronics and Computer Technol-
ogy Corp. research consortium—
which presents itself as the Amer-
ican computer industry’s response

to Japan’s highly publicized “Fifth

Generation” computer challenge for
global supremacy in the informa-
tion-processing industry,

‘The creation of- Control Data
Corp. Chairman William C. Norris
in. 1982, MCC was seen as new co-
operative . venture by American
companies to achieve break-
throughs in areas of basic research
crucial to. the evolution of informa-
tion technology. The idea was that
member companies would finance
establishment of the venture, un-
derwrite its research programs, and

lend it some of their top scientists

and engineers. Norris argued that a
combined approach would prove

i
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RETIRED ADMIRAL BOBBY RAY INMAN, BY RAY DRIVER FOR THE WASHINGTON POST -

more cost-effective than any one
company’s individual efforts in this
risky and capital intensive industry.

In many respects, MCC is the
forerunner and model of what may
prove to be the next generation of
industry research and develop-
ment—a cooperative of companies
that share first-level research and
development efforts that later will
become proprietary products. MCC
has about 300 employes and an an-

nual budget approaching $100 mil-

lion but has not disclosed what is
being spent on specific programs.
“Mid- and smail-sized companies
simply don’t sustain long and broad-
scaled research in an industry

where the prospect for technolog-
- ical surprise is high,” Inman said.

 Inman, who had retired from pub-

lic service in July 1982, was assid-

uoﬁSIy wooed by Norris and other

" MCC members. He formally came

on board in January 1983.

A superb politician with an ability
to implement an agenda, he sur-
prised and annoyed many of the
members of his board by consistently
rejecting many of the researchers
initially offered up by the member
companies as simply not good
enough. .

Moreover, although MCC's sev-
en research programs—which
range from semiconductor packag-

ing to new computer architectures

to parallel processing—originally
were supposed to be run by scien-
tists from MCC member compa-
nies, it turns out that six of the sev--
en are independent and highly re-

See MCC, D8, Col. 1
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Copymg
Success

XEROX, From Bl

David T. Kearns, the present chair-
man of Xerox, “in the position of hav-
ing spent money he didn’t have to
build a machine ke couldn’t sell.”

He did, however, think of a way to
sefl it. And created a $27 billion in-
dustry. And also made it economical-
ly feasible, for the first time in his-
tory, to print, just-like that, a single
copy of.anything you wanted on pa-

per. .

And wheh Kearns called the copier
“a marvelously free expressnon of a
free society,” he wasn’t just waving
his teeth, For, as one Xerox veteran

pointed out, in the Soviet Union,

where every sheet from every copier
has to be logged, tagged and ac-
counted for, underground- literature
is reproduced with carbon paper . ,

In the beginning, there was this in- -

ventor.
* His name was Chester Carlson,
and he was a 29-year-old patent at-
torney who spent his weekends in a
small reom over a bar in Astoria, on
Long Istand, trying to build a copying
machine, It was 1938.

Since the word xerography didn't
exist, Carlson went to the public li-
brary and fooked up articles on the
ways that light affects matter. Seek-
ing techniques that the big photo-
graphic companies probably wouldn't
have bothered to explore, he hit upon
electrostatics as a means of picking
up an image and putting it dowm
somewhere else.

- But he was no good at lab work.
'How do you spread melted sulfur on
a metal plate while preventing the
substance from bursting into flame?

Once you get it there, how do you-

give it an electric charge? Things like
that. _

Carlson’s _solution. . was.. radically
simple: From a job ad in a_technical
magazine, he hired d_an_unemployed
physigist Tramed € Otto (ornei to. work
as long as Ciflson could afford him,
Within_three weeks,. on..Qct.. 22,
1938, qugg;ﬂga“qhg‘oduced a glass
plate with “10-22-38 Astoria”-inked
on it, He riibbed it with a silk hand-
kerchief, giving it an electrostatic
charge, then shone light through it.

The light neutralized the charge

except where the inked marks were,

When Kornei dusted the plate with
powder, grains stuck to the charged
areas, and when he laid waxed paper
on the plate, the powdered image
was transferred.

That historic device is already at
the Smithsonian.

Other people had made paper

transfers, of course, There were the

The original Xerox machine and some of its developers, 25 years later.

wet-paper techniques—Thermofax
by 3M, Verifax by Kodak—and there
was carbon paper, which smudged
your fingers, The great thing about
Carlson’s copies was that they weére
on ordinary paper . . . and they were

dry. That’s where the word Xerox

comes from, in fact the Greek xeros
means dry.

Carbon paper, the workhorse of
the office, was about to.become—
like the horse—ohsolete. But it
would take awhile. _

For inventor Carlson, all thumbs in
the lab, also was no salesman.

“He....never,. came.... directly...to
Haloid,” said Horace W. Becker, the
énigineer who helped bring the idea
to the production line. “Tried to sell
it to several large corporations, but

“thiey weren't interested. Then finally,

the "Haloid " peaple. saw. somefhing
about it in a_ magazine, .and in_ 1944
Wilson bought limited ri
What, did Haloid, a manufacturer of
photocopy _paper with sales of $5 mil-
ii"% Year—and particilachy Wilson,

Y dnvmg forge——aee in_a_dry-copy

23]

machine? This is the fascmatmg part: -

Whatever_he _saw, it wasn’t in_sharp
outline. It was. hazy—-ik potential, a
dream, a hunch. Yet Wilson h:
solute, total, out-the-window. faith in
it a machme that d make_ clear,
dry copies o nary. ‘paper must be
useful to somebody.

“When I 'got there in 1959,” Beck-
er recalled, “Wilson asked me to es-
timate what it would cost Haleid to
produce this machine; he’d never
done any market research himself. 1
gave my estimate, and the room
went very quiet. The company had
already spent several times earnings
on the thing. So they tried to find
someone else to build it.”

‘Bell_and _Howell said the idea
would never fly; ‘the,lmage “wauld

“blur. IBM cailed for an Arthur,D. Lit-

tle survey, The survey.showed that
very little copying was done in the
American office, .not enaugh to war-
rant building more than, say,. 5,000
machines. _

“What they didn't ask,” Becker
said, “was: ‘Why?' ”

Why so little copying was done was
that wet-shéet copies were a nui-
sance and cost 19 to 25 cents each.

“What they really researched was

the carbon paper market. Nobody
was looking at the possibility of
coples being made at point of re-
ceipt.”

Nobody, in other words, realized
that the people who received a memo
might want to copy it. In those far-off
days, offices were tyrannized by the
buck slip, a memo with various
names on it that was initialed and
passed along. A buck slip could take
weeks to circulate through a Ia:ge of-
ﬁce staff.

* Wilson pressed on. Over 12 yea
Halmd nt $75 null&n_to_deyeio

% thaoﬂxe_ﬁm.had
spgnt on all of IMMjm 4

ear history, and_twice its earnings
ﬂmﬁm operations in sepsitized .

TS, :
%@@%Wﬂmn had his prod-
ct ready to sell, hie fotind imself pit-

m Koaéng@rﬁu and.3M’
Them:;ofax, both_selling for under
$400 and small_enough fo fit on.a
desk_top... His. new.machine. sold_for
$29,500.and. wag, as big as a desk,
648 pounds o

ilson’s solution was almost as in-
genious as the Xerox machine itself:
He offered.to lease it for.a mere.$95
a month, with the first 2,000 copies
free and additional copies costing 5

: centsd_each Plus, he would make re-

pairs himself, Plus, the. user could
cance} within 15 days

“Nobody bought it at first,” Becker

said, “But there weren’t many can-
cellations, and few repairs. It ran
pretty good. We could have done a
better job if we'd had two more

years, but then there wouldn’t have

been a company anymere,”

In 1960, Haloid . Xerox Inc.f‘

changed its name to Xerox Corp, and
sold its first 914 to Standard Pressed
Steel of Boston, From the first day,
the machine was mobbed by users. In
the first month it made more than
100,000 copies.

Xerox had stumbled on an aston-
ishing fact: A vast, unsuspected mar-
ket was sitting nght under every-

5,000 machines would safurate the
market Within two years, Xerox had
prodiced twice that many; by the end
of the 19605 production passed

200,000, And. copies: Xerox-had-fig-
“ured red maybe 10,000 copies a_month
froi il average machine, Right from
the $tart, machines were turning out
more than 10 times.that number.
Péople in offices all over America
were lining up to make copies. Same
machines made 5,000 copies a day,
and 120,000 a month_was_nothing
special.

Even before the company went on
the New York Stock Exchange in
1961, some of the faithful had bought
stock, But the engineers, as Becker
$ays, though they believed in the
product “saw only the problems; we
weren’t sure the company knew what
it was getting into. The thing
wouldn't feed, the motors wouldn't
work, the relays didn't relay, and
anyway, we were only going to make
5,000 of them,”

As everyone knows, the stock split
and split and zoomed out of sight. A
share of of Haloid Xerox.hought. over
¢ _couinter in. 1959 for about $100

--worth--something _ like
33 150 today.

d Becker: “I didn't buy any; but
my wife Gloria bought some on her
own, without telling._me. I'ma very po-
lite to her now.”

Incidentally, the 914, named “for
the 9-by-14-inch paper.it could take,
ran somewhat hetter than pretty
good. “There are still about 1,600 of
them flailing away,” Becker said. Of
course, at seven copies a minute they
are a mite slow compared with the
120 copies a minute the Xerox 9200
is capable of churning out; and the
gray-scale reproduction has been im-
proved since the 914, as well as pa-
per-handling ability, Today, Xerox
copies can be made for 2.5 cents a
click. But the 914 is still around..

Paul A. Strassmann, a former
Xerox vice president, is considered
the philosopher of copying and has
written a book about it, “One way of
measuring the evolution of mankind,”
he said, “is through communication.
Gutenberg was a watershed in west-
ern civilization, He made everybody a
reader, Before, only priests and a few
others had books. But it didn't come
for free; printing was costly. Five
hundred years after Gutenberg there
were only 200,000 printers in the

“world. S
~*The s:gmf icance of the late Ches-
ter Carlson is that he made every-
body a printer, He brought printing
to the masses, as Gutenberg brought
reading. Suddenly you have 20 mil-
lion printers in the world. This is an
" enormous democratization. Until re-
cently, information was a privileged
possessionr, but after Carlson—and
Wilson’s principle of transaction pric-
ing—information becomes a com-
. modity. Xerography makes informa-
! tion a commodity. Suddenly you can
* buy and sell information.”

' Andthe computer; he says, has ta-
body’'s nose. It was thought that .

ken the process one giant stép fur-
ther. In the next stage, Strassmann
says, beyond Gutenbérg and Carlson,
everybody will be an author. The
prospect is numbing, :




el ST 755;,93

: fro;
21d from m high' energy
g 0;.otlzezf ﬂepartmants get .«
18s: fror a-rmaxonty A
b le: ostal Senpg i




7

Adm. Inman
In Command
At Consortium
-MCC Reséarch Team

- Ready for Business

By Michael Schrage
‘Washington Post Stafl Writer

AUSTIN, Tex.—With the skill
and savvy that once made him
Washington's consutmate high tech-
nocrat, retired admiral Bobby Ray
Inman has furned his talents from
the ciassified to the proprietary.

The man who managed this coun-
try's most ‘sophisticated national
security technologies—he ran the
National Security Agency from
1977 to 1981 and served as deputy -
director of the CIA—has glided
smoothly to ‘the privaté sector,
where he now bids to become the
unofficial U.S. ambassador of inno-
vation. :

“Much to my surprise, I haven’t
needed to adapt my management
style at all,” said Inman, with a dis-
arming "deployment of his gap-
toothed grin. “The management

- skills P've acquired through trial and

painful error are serving me well
here.” _

Inman is-chairman and chief ex-
ecutive officer of MCC—the Micro-
electronics and Compuier Technol-
ogy Corp. research consortitm—
which presents itself as the Amer-
ican computer industry’s response
to Japan's highly publicized “Fifth
Generation” computer challenge for
global supremacy in the informa-
tien-processing industry. -

"~ The creation of Contrel Data
Corp. Chairman William C. Norris
in 1982, MCC was seen as new co-
operative venture by American
-companies to ‘achieve break-
throughs in areas of basic research
crucial to. the evolution of informa-
tion technology. The idea was. that
member companies would finance
establiskment of the venture, un-
derwrite its research programs, and
lend it some of their top scientists
and engineers. Norris argued that a
combined appreach would prove
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more cost-effective than any one
company's individual efforts in this
risky and capital intensive industry.

In many respects, MCC is the

‘forerunner and model of what may

prove to be the next generation of
industry research and develop-

" ment——a cooperative of companies

that share first-level research and
development efforts that later will
become proprietary products, MCC
has about- 300 employes and an an-
nual budget approaching $100 mil-
lion but has not disclosed what is
being spent on specific programs.
“Mid- and small-sized companies
simply don't sustain long and bread-
scaled research in an industry
where the prospect for technolog-
ical surprise is high,” Inman said.
Inman, who had retired from pith-

lic service in July 1982, was assid-
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RETIRED ADMIRAL BOBBY RAY INMAN, BY RAY BRIVER FOR THE WASHINGTON POST

uotsly wooed by Norris and other
MCC members. He formally came
on board in January 1983.

A superb politician with an ability
to implement an agenda, he sur-
prised and annoyed many of the
members of his board by consistently
rejecting many of the researchers
initially offered up by the member
companies as simply not good
enough. _

Moreover, although MCC's sev-
en research programs—which
range from semicenductor packag-
ing to new computer architectures
to parallel processing—originally
were supposed to be run by scien-
tists from MCC member compa-
nies, it turns out that six of the sev-
en are independent and highly re-

See MCC, D8, Cal. 1
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gpected scientists individually re-
%;u;ted by Inman himself. Clearly,

L.

¥ o

man has not lost his Washington-
*Boned touch for assuring a comfort-
sgble level of autonomy.
¥ Flashing the smile, Inman de-

elines to view it that way, saymg'

,;Bnly that “we've been damn lucky”

alh getting the people he's recruited.

5"‘ "I think he's a very effective lead-

'{er " said MCC board member Sam-

*iel H. Fuller, Digital Equipment
Corp.’s vice president for research
and architecture, “He’s strong and
outspoken, and when you're trying
to get 21 corporations to cooperate
on something, that's what you often
need to be,” )

Another board member, who
asked not to be identified, asserted
that Inman liked to create or im-

- pose a consensus rather than seek
one, But he conceded that Inman
was “very, very effective at man-
aging us and managmg our expec-
tatmns

,.,;- Though MCC has been in oper-

Zation for less than three years and

~Bas yet to publish any significant
qj;esearch. -it already has captured

..»gome of the top researchers in com-

~puter science and a reputation as an

«mtellectually exciting place to

~work. Teams of computer scientists

.are exploring futuristic forms of

~éomputer software that would im-

:’Bue computers with a “common

wlense” capability at problem solv-
ing, for example. Other specialists
are looking at computer-aided ap-
+proaches to help crowd hundreds of
millions of circuits on a silicon chip.
Inman unabashedly asserts that
MCC “is clearly a winner.”
vy But MCC's member companies
«and Tnman alt concede that the real
.vest of the consortium is just now
< beginning: Will MCC's research and

;development efforts ultimately

:trans‘iate into innovative products

sand services that give its members

s technical edge in the marketplace?

: “We've completed the start-up

:phase and it's now dewn to the busi-

«ness of research,”

4 Fuller. “The hard problem is going

:to be technology transfer,”

@ "My pr:mary worry is technology

‘transfer,” said Inman. “I can't guar-

4 antee that all these compames will
:use these 1echnologxes

1 In fact, that issue is of such par-
3 amount concern that Inman formed
3an ad hoc committee to force MCC
omembers to address the technolo-

By-transfer questions within their

awn compahies,

Even in the fast-paced high-tech-
: _nology industry, effecting a smooth
- fransfer from basic research to pro-
totype to production model has
; proven to be one of the thorniest
+ probfems. facing American compa-
. pies, Academic .commentators on
industry from Robert Reich to Ezra
: Vogel all comment that Japanese
industry’s skills at quickly bringing’
innovations to market glve it a com-
petitive edge.
* “There's one resource that's
'scar_ce and that's time,” said Palle
Smidt, MCC's senior vice president

more competition out there now.

uct life cycles are down.”

== That creates an inherent tension
#90 MCC, Smidt concedes, As com-
#outer product life cycles shrink with
the pace of technological change,

creasingly difficult.
“long range"

When does
research blur into

cial possibilities?

Inman and Smidt are leaving that
up to the individual companies to
decide.

said DEC's

of plans and programs, “There’s -

Revenue life cycles are down, prod- -

figuring out what constitutes useful -
long-range research becomes ins

something with immediate commer- |

“Our sharehaiders now have un-
inhibited access to the develop-
mental know-how in their pro-
grams,” said Smidt. “And in 12 to
18 months [ think we'll see exper-
imental uses and elements of our
output in commercial use.”

However, Inman concedes that
MCC can succeed brilliantly as a re-
search and development organization
but ultimately faii in its mission if
member companies are unwilling or
unable to accommodate themselves
to the flow of technologies that
emerge from the consortium,

Indeed, Inman and Smidt agree
that, with 21 major organizations
participating, the odds are great
that not al} of them will prove adept
at ‘swiftly assimilating MCC tech-
nology. That could mean that four
or five of the most aggressive cor-
poratiohs with a clear technology
transfer plan reap the commercial
benefits of the investments made by
the other members. In essence, the
slower companies effectively will
have subsidized. their competitors’
advantage, That could lead to sev-
eral companies chogsing to drop out
of the consortium.

In other words, MCC's very suc-
cess could sew the seeds of discord.
Inman says the consortium “could
be viable with 14 or 15 members,”
but he hastens to add that he
doesn’t expect more than two or
three of the 21 companies to drop
out over the near term,

Actually, Inman seems more in-
tent on attracting and keeping key
researchers than mollifying certain
shareholder problems. “T've tried to
give them the feeling that they're
the members of a club—an exclu-
sive group, an elite group,” far
more so than he’s done with his
shareholders, Inman said.

The Austin location has not
proven detrimental in attracting re-
searchers from California or Ivy
League climes, and Inman cleverly
has secured a diversity of sharehold-
ers ranging from Boeing Co. to East-
man Kodak Co. to Minnesota Mining

‘nght on Schedule’

& Manufacturmg Co. to assure that
researchers have a broad market of
companies for their innovations,

A random sampling of researchers
affiliated with MCC reveals that they
are happy with their working envi-
ronment, adequately compensated
and optimistic about the prospects
for the application of their research.

“I think Inman has set the right
tone for this place,” said Doug
Lenat, an artificial-intelligence re-
searcher who came from Stanford
University and the Xerox Palo Alto
Research Center.

However, the tone also includes
an overwhelming concern. for the
proprietary nature of the research.
Elevators are equipped with special
locking devices that prevent indi-
viduals without the appropriate
catd keys from having access to
certain floors at the Austin complex
of black glass buildings. Indeed, the
seven programs are carefully par-
titioned so that companies not fund-

ing certain programs are expressly .

prohibited from receiving mforma-

* tion from them,

Similarly, researchers—who tra-
ditionally have published papers and

-presented their findings in confer-

ences—are reluctant to disclose
anything beyond the sketchiest de-
tails of their work,

indeed, Inman declines to pub-
licly disclose the research mile-
stones of MCC, arguing that, as a
private enterprise, the organization
is under no obligation to do so. Con-
sequently, though, there is no real
external way then of measuring
how well MCC’s disparate research
programs are doing.

DEC's Fuller insists that “It’s at
least as ambitious as Japan's Fifth
Generation” goals and that the 10-
year research program is “right on

schedule.”

Inman visibly bristles at sugges-
tions that this concern for secrecy
reflects his national security back-
ground. He points out that he has a
responsibility to protect his share-
holders’ investments—more impor-
tant, he stresses that the lines be-

~ BOBBY RAY INMAN
.. skills “serving me well here”.

tween basic and applied research

"~ and development have blurred to

the point that more information has
to be considered proprietary and
protected accordingly.

However, it may well be that
MCC—as a consortium—helps de-
fine the new level of proprietary
emphasis as companies increasingly
rely on secrecy as well as innova-
tion to protect a technical edge in
the marketplace,

Rather than see secrecy empha-
sis as a threat to innovation, Inman
sees it as a part of the reality of
intensifying global competition.

The current membership is Ad-
vanced Micro Devices Inc., Allied
Corp., BMC Industries Corp., Bell
Communications Research (Bell-
cor), Boeing, Control Data , Digital
Equipment, Eastman Kodak, Gould
Inc., Harris Corp., Honeywell Inc.,
Lockheed Corp., Martin Marietta,
3M, United Technologies Corp.,
Motorola Inc., NCR Inc., Rockwell
International Corp. and Sperry
Corp. Reportedly, General Motors
Corp., flush with its acquisitions of
Electronic Data Systems Corp. and
Huges Aircraft, also is exploring an
MCC membership.
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kpected scientists individually re-
¢pruited by Inman himself. Clearly,
man has not lost his Washington-
oned touch for assuring a comfort-
s;ble level of autonomy.
¥r Flashing the smile, Inman de-
Eglines to view it that way, saying
dnly that “we've been damn lucky”
aih gettmg the people he's recruited.
k I think he's a very effective lead-
Yer,” said MCC board member Sam-
%iel H. Fuller, Digital Equipment
Corp.’s vice president for research
and architecture, “He's strong and
outspoken, and when you're trying
to get 21 corporations to cooperate
on something. that's what you often
need to be.”
Another board member, who
asked not to be identified, asserted
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that Inman liked to create or im- .

pose a conseénsus rather than seek
one. But he conceded that Inman
was “very, very effective at man-
aging us and managing our expec-
tations.”

wr Though MCC has been in oper-‘

"atlon for less than three years and
-rlﬁas yet to publish any significant
n.xesearch, it already has captured

- J3ome of the top researchers in com-

~Buter science and a reputation as an
«ihtellectually exciting place to
,work Teams of computer scientists
Zare exploring futuristic forms of
"zéomputer software that would im-
<Bue computers with a “common
«%ense” capability at problem solv-
ing, for example. Other specialists
are. lpoking at computer-aided ap-
rpreaches to help crowd hundreds of
millions of circuits on a silicon chip.
Inman unabashedly asserts that
MCC “is clearly a winner.,”
e But MCC's member companies
vand Inman ali concede that the real
.test of the consortium is just now
*beginning: Will MCC's research and
;development efforts  ultimately
atranslate into innovative products
3and services that give its members
22 technical edge in the marketplace?
4 “We've completed the start-up
2 2 phase and it’s now down to the busi-
wness of research,” said DEC's
1 Fuller. “The hard problem is going
t to be techno[og'y transfer,”
4 “My pnmary wOrry is techno!ogy
+transfer,” said Inman. “I can't guar-
Santee that all these compames will
:use these technologies.”

4 In fact, that issue is of such par- .

J amount concern that Inman formed
#an ad hoc committee to force MCC

) omembers to address the technolo- -

“By-transfer questions within their
bwn comipanies.

Even in the fast-paced high-tech-
‘ _nology industry, effecting a smooth
fransfer from basic research to pro-
, totype to production model has
. proven to be one of the thorniest
. problems facing American compa-
. nies, Academic commentators ‘on
! industry from Robert Reich to Ezra
- Vogel all comment that Japanese

" industry’s skills at quickly bringing

- innovations to market give it a com-
| petitive edge.

: “There's one 'tesgurce that’s
; scarce and that's time,” said Palle
$midt, MCC’s senior vice president
of plans and programs. “There's
more competition out there now,

:_uct life cycles are down.”
== That creates an inherent tension
.un MCC, Smidt concedes, As com-
# puter product life cycles shrink with
wthe pace of technological change,
figuring out what constitutes useful
long-range research becomes in-
c‘reasingly difﬁcult. When does
“long range”: research blur into
something with immediate commer-
¥ cial possibilities?
Inman and Smidt are leavmg that
up to the mdwrdua! companies to
« decide.

Revenue life cycles are down, prod- |

“Qur shareholders now have un-
inhibited access to the develop-
mental know-how in their pro-
grams,” said Smidt. “And in 12 to
18 months I think we'll see exper-
imental uses and elements of our
output in commercial use.”

‘However, Inman concedes that
MCC can succeed brilliantly as a re-
search and development organization
but ultimately fail in its mission if
member companies are unwilling or
unable to accommodate themselves
he flow of technologxes that
emerge from the consortium,

Indeed, Inman and Smidt agree
that, with 21 major organizations
participating, the odds are great
that not all of them wifl prove adept
at swiftly assimilating MCC tech-
nology. That could mean that four
or five of the most aggressive cor-
porations with a clear technology
transfer plan reap the commercial
benefits of the investments made by
the other members. In essence, the
slower companies effectively will
have subsidized their competitors’
advantage. That could lead to sev-
eral cornpanies choasing to drop out
of the consortium.

In other words, MCC’s very suc-
cess could sew the seeds of discord.
lnman says the consortium “could
be| viable with 14 or 15 members,”
but he hastens to add that he
doesn't expect more than two or
three of the 21 companies to drop
out over the near term.

Actually, Inman seems more in-
tent on attracting and keeping key
regearchers than mollifying certain
shareholder problems. “I've tried to
give them the feeling that they're

‘the members of a club—an exclu-

sive group, an elite group,” far
more so than he's done with his
shareholders, Inman said.

The Austin location has not
proven detrimental in attracting re-
searchers from California or lvy
League climes, and Inman cleverly
has secured a diversity of sharehold-
ers ranging from Boeing Co. to East-
man Kedak Co. to Minnesota Mining

‘nght on Schedule

& Manm’actnrmg Co. to assure that
researchers have a broad market of
companies for their innovations,

A random sampling of researchers
affiliated with MCC reveals that they
are happy with their working envi-
ronment, adequately compensated
and optimistic about the prospects
for the application of their research.

“[ think Inman has set the right
tone for this place,” said Doug
Lenat, an artificial-intelligence re-
searcher who came from Stanford
University and the Xerox Palo Alto
Research Center.

However, the tone also includes
an overwhelming concern for the
proprietary nature of the research.
Elevators are equipped with special
locking devices ithat prevent indi-
viduals without the appropriate
card keys from having access to
certain floors at the Austin complex
of black glass buildings. Indeed, the
seven programs are carefully par-
titioned so that companies not fund-
ing certain prog'rams are expressly
prohibited from: receiving informa-
tion from them. :

Similarly, researchers—who tra-
ditionally have published papers and
presented their findings in confer-
ences—are reluctant to disclose
anything beyond the sketchlest de-
tails of their work,

Indeed, Inman declines to pub-
licly disclose the research mile-

stones of MCC,  arguing that, as a -

private enterprise, the organization
is under no obligation to do so. Con-
sequently, though, there is no real
external way then of measuring
how well MCC's disparate research
programs are doing.

DEC's Fuller insists that “It's at
least as ambitious as Japan's Fifth
Generation” goals and that the 10-
year research program is “right on
schedule.”

Inman visibly bristles at sugges-
tions that this concern for secrecy
reflects his national security back-
ground. He points out that he has a
responmblhty to: protect his share-
holders' investments—more impor-
tant, he stresses that the lines be-

BOBBY RAY INMAN
.. skills “serving me well here”

tween basic and épplied research
and development have blurred to
the point that more information has

.to be considered proprietary and

protected accordingly.

However, it may well be that
MCC—as a consortium—helps de-
fine the new level of proprietary
emphasis as companies increasingly
rely on secrecy as well as innova-
tion to protect a technical edge in
the marketplace.

Rather than see secrecy empha-
sis as a threat to innovation, Inman
sees it as a part of the reality of
intensifying global competition.

The current membership is Ad-
vanced Micro Devices Inc., Allied
Corp., BMC Industries Corp., Bell
Communications Research (Bell-
cor), Boeing, Control Data , Digital
Equipment, Eastman Kodak, Gould
Inc., Harris Corp., Honeywell Inc.,
Lockheed Corp., Martin Marietta,
3M, United Technologies Corp.,
Motorola Inc., NCR Inc., Rockwell
International Corp. and Sperry
Corp. Reportedly, General Motors
Corp., flush with its acquisitions of
Electronic Data Systems Corp. and
Huges Aircraft, also is exploring an
MCC membership.
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DOE puts patent waivers on hole—

. ByJOECULVER
The Department of Energy's

more liberal patent policy permit-’

- ting patent waivers and licensing

for a fee of patents developed at

- Oak Ridge National Laboratory is

on hold while DOE decides what to

"do about questions raised by Rep.

John Dingell, D-Mich., in letters to
DOE and to the Department of
Commerce. . : .

The liberal patent policy is
regarded as an important element
of technology transfer from ORNL
to  private businesses that might
want to locate along the Tennessee
Technotogy Corridor or in the in.
dustrial park being developed .by
Martin Marietta Energy Systems.

The immediate local result of
DOE's reaction to Dingell’s ietter is
that three patent waivers that were
nearing final agreement are now in
limbo. Wayne Range, local DOE
spokesman, would not identify the
three patents. .

Dingell, in a letter dated April 22,
teils Energy Secretary John Herr-
ington to provide information about

several issues. He also says, ap-

" parently on behalf of the subcom-

mittee on oversight and investiga- .

tions, of which he is chairman, that
the subcommittee “‘expects you to
inform us of any future efforts by
that agency (Commerce) to ‘Tun’
the DOE or to dictate its policies or
to try to dismiss DOE employees.”
Dingell's letter also ecriticizes
DOE’s record in consumer affairs,
and expresses concern that DOE s
developing patent poiicies without

- pubiic input and with only limited

input by the DOE offices of com-
petition and consumer affairs.

‘*‘We had authority from
Washington to permit three patent
waivers,”” Range explained in

response to questions this morning.
“We felt that in view of that letter. .
and particularlv ane nart of the let-

Fﬁefr,Dingfell ,qu'eéfio_né" p‘c._alic.:.y |

‘Ask that nothing be finallzed
(with Martin Marietta patent
walvers)’ 7 .

ter, we should seek additional guid-"

ance from Washington!’ before go-
ing any further with those waivers.
. DingeH requested in his letter to
Herrington that no negotiations be
concluded with Martin Marietta
Energy Energy Systems until the
subcommittee has received a full
reply to the letter, .
DOE entered into a memorandum
of agreement with Martin Marietta
last year on technoiogy transfer.
The agreement is signed by Ken-
tieth Jarmolow, president of Energy
Systems, and Joe -La Grone, man-
ager of DOE’s Qak Ridge Opera-

. tions, .

The memorandum expresses un-
AorctarmAdia= dL -+ . . S

. rapidly assigned withtn the prir

rights and the ability to place t
In the private sector “is a c&
requirement to substantial suc
in the transfer of technology |
the government sector o
private sector.” .

- It also recites that some of
final commitment Martin Mari

.made regarding regional econc

development _was Inade.

sector.

While Dingell’s letter does not
what changes, if any, the
gressman wants, there is a sug:
tion that Dingell is concerned
as Martin Marietta gets more of
patents on inventions at GRNL
will become more difficult for ot
campanies or firms to take adv
tage of technology developed

_ government laboratories.

. Ancther thing that seems to be
major concern to Dingell — it is
first issue raised in his letter —
that DOE seems to be downgrad
its Office of Competition.

He points out that a n
organizational chart for DOE's
fice of Assistant Secretary of C.
gressional, Intergovernmental 2
Public Affairs shows that compt
tion will be included in a new Qff:
of Domestic Issues. *

“Department of Energy offici:
Indicated™ at subcommittee he:
ings in September and in subs
quent correspondence ‘‘that DC
planned to move competition to t
Office of the Assistant Secretary f
Policy and to better utilize that «
fice. The chart appears to aband -
that plan. Please explain why
Dingeil writes. “Why are the cor
petition and consumer affairs fun
tions being further downgrad:
within the DOE?”

He -says he considers tt
reorganizatinn te he a furrthaw -
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tempt “tp de-ernphasize competi-'

tion and consumer affairs in the
DOE, although given DOE's track
record in these areas over the past
few.years, I recognize that it is hard
to imagine how much further these

- functions ‘can really be de-em-

phasized, They are already at or
quite near rock-bottom.”
. Dingeil quotes from a memoran-

dum written in 1982 by the Depart-

ment of Commerce relating to
E's national laboratories, At the

-time the memorandum was.

prepared, the Reagan administra-
tion was trying to merge DOE with
the Commerce Departiment. _
“Left to itself, an independent
DOE has in the last five years
aliocated R&D funds on the basis of
internal anaylses rather than an

‘industrial consensus on needs and
. priorities,”” the memorandum says.

“Precious federal tax dollars have
been spent unprofitably on ail too

many projects that. on their own

e Number 6
Worrel

= From Puge One

A county deputy transporting
Werrel had sought to have him ad-
mitted to Lakeshore on the basis of
an evaluation report from
Ridgeview, Judge Scott explained

this morning. But Lakeshore later '

called the judge and asked for an

-admittance order.

Worrel was finailly taken back to

“Lakeshore after his release from

the county jail about 10 a.m. today.

The facility is to evaluate Worrel
solely to determine his “competen-
cy to stand trial,” according to the
judge. “It's not for the purpose of
treatment,” he said.

Worrel, 277 East Drive, arrested.

Monday afterncon on indictments
Issued by the Anderson County
Grand Jury, was ordered released
on $100,000 property bond Tuesday

‘o Number 7

Pcn‘ent waiver

- From Page one-

'without governnient subsidy, would

not meet the market test. The re-
cent withdrawal of major firms
from shale oil development, when
the DOE grants ended, is a case in
pomt »

Dingell asks- Herrington if he
agrees with those comments, and
asks him to expiain how DOE
allocates research and development
funds.

Continuing to discuss the relation
between Energy and Commerce,
Dingell then quotes a letter from
DOE dated Dec. 27, 1584: “Contrac-
tual provisions requiring reporting
and delivery of information may
meet this concern, if permitted by
the Department of Commerce.”

**What do you mean by ‘if permit-
ted by the Department of Com-
merce’?” Dingell asks Herrington,’
“Under what law, regulation or

‘other instrument does that agency

have power to grant or deny such
permissmn" Who in Commerce has*

after several members of his Oak
Ridge church, First Christian,
posted their property as surety for
his court appearances. .

The grand jury issued the in-
‘dletments during a speecial session
last: Friday, when it heard testimo-
ny about a 12-year-old girl who told
officers that- Worrel had photo-

_ graphed her nude, touched her

genital areas and attempted to use
a vibrator on her, o

County authorities senzed some
1,000 pictures of nude children dur-
lng an April 19 raid at Worrel's res- .
idence, and are continuing a
multi-agency investigation into the
50 or more other depicted children,
both from the local area and
Alabama, where he formerly lived.

¢ Number 3

_— Pafem‘ awards ——--

—From Page One -
the public In ‘general will benefit”

from the new organization.
wmirtivmnllv fram Al'ﬂ‘en-

technique of ““one-atom detection.”
The Golden Acorn recipients are:
Oak Ridge Gaseous Diffusion Plant

LI - S

this role" How is it being exercisc 3
Has DOE shared various do#
ments regarding these matters ¢
negotiations with Commerce
ficials? If yes, please explain why
“In regard to the Martin Maric:
negotiations,” Dingell writes, g
ask only that nothing be finali
until the subcommittee and
General Accounting Office rece:
a full reply to this letter and h: "~ °
reasonable opportunity to cons. "
the matter, particularly if this M
be a precedent for negotiations -
other such contractors.”-
. He asks Herrington to exg
‘“what competitive advantages

‘market concentration possibil

are possible” for Martin Mar
under libera] patent policies.
Dingell says he is not advoc:
any particular change to the p:
policy, but is concerned that p.
within the Commerce Depart
are trying to influence peop .
DOE to get patents waivers.
“We are tak.tng no stance

ing to tell Mr. Hemngton that
problem that needs to be look
s to.'_' oo

. Nt:rttbet 5 :
“Ethiopia

- From Page

discipline those who dis
them, hesaid. . . -

Crocker said at a hearmg t
itol Hill that the evacuation
‘“appalling disaster’’ for
“there was no excuse.”

He said the Reagan admr
tion was trying to determi:
could be done for the refugee

The administration does n
why the evacuation was «
“We have to assume it is a ]
tiative,” Crocker said. “W
hard to believe it is official p

Crocker said he did n
enough information to |
evacuation with Ethiopia’s-
resettling famine victims
drought areas in the st -
southeast.

The Marxist govem:
Mengistu Haile Mariam t

- tained the resettlement g

voluntary and said sim
grams failed in the ps
because force was employ

populations.
LT am 'Mm.mmber more
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DOE Pu?s paien'} waivers on hok""’

. By JOE CULVER
The Department  of Energy's

more liberal patent policy permit--
- ting patent waivers and licensing

for a fee of patents developed at

- Oak Ridge National Laboratory is

on hold while DOE decides what to

"do about questions raised by Rep.

John Dingeil, D-Mich., in letters to
DOE and to the Depart.ment of
Commerce. .

The liberal patent policy is
regarded as an important element
of technology transfer from ORNL

to private businesses that might

want to locate along the Tennessee
Technology Corridor or in the in-
dustrial park being developed by
Martin Marietta Energy Systems.

The immediate local result of
DOQE's reaction to Dingell’s letter is
that three patent waivers that were
nearing final agreement are now in
limbo. Wayne Range, local DOE
spokesman, would not identify the
three patents,

Dingell, in a letter dated April 22,
teils Energy Secretary John Herr-
ington to provide information about
several issues. He also says, ap-

'_ parently on behalf of the subcom-
mittee on oversxght and investiga- .

tions, of which he is chairman, that
the subcommittee “‘expects you to
inform us of any future efforts by
that agency (Commerce) to ‘run’
the DOE or to dictate its policies or
to try to dismiss DOE employees.”

Dingeil’s letter also criticizes
DOE's record in consumer affairs,
and expresses concern that DOE is
developing patent policies without
public input and with only limited
input by the DOE offices of com-
petition and consumer affairs.

‘‘We had authority from
Washington to permit three patent
waivers,”” Range explained in

response {o questmns this morning. .

**We felt that in view of that letter,

and particularlv ona nart of the let-

Fﬁer Dmge!l queshons' pohcy

.DINGELL .
"Ask that nothing be finalized
{with Martin Marietta patent
waivers)’

ter, we should seek additional guid-
ance from Washington' before go-
ing any further with those waivers.

Dingell requested in his letter to
Herrington that no negotiations be
concluded with Martin Marietta
Energy Energy Systems until the
subcommittee has received a fuil
reply to the letter.

DOE entered into 2 memarandum
of agreement with Martin Marietta
last year on technology transfer.
The agreement is signed by Ken-
neth Jarmolow, president of Energy
Systems, and Joe La Grone, man-
figer of DOE’'s Oak Ridge Opera-

ons,

The memorandum ‘expresses un-
rlm-ar-m-' e

-

rights and the ability to place t
in the private sector “is a cet
requirement to substantial suc
in the transfer of technology f
the pgovernment sector to
private sector.”

It also recites that some of"
final commitment Martin Mari

. made regarding regmnal econc

developm : _-

] pldly ass:gned vnt.hxn the pri

sector.

While Dingell's lgtter does not
what changes, if any, the
gressman wants, there is a sug;
tion that Dingell is concerned
as Martin Marietta gets more of

- patents on inventions at ORNL

will become more difficult for ot
companies or firms to take adv
tage of technology developed

‘government laboratories.

. Another thing that seems to be
major concern to Dingell —itis
first issue raised in his letter —
that DOE seems to be downgrad
its Office of Competition. .

He points out that a n
organizational chart for DOE’s
fice of Assistant Secretary of C.
gressional. Intergovernmental =
Public Affairs shows that compt
tion will be mc.!uded in a new Off:
of Domestic [ssues,

“Department of Energy offici:
indicated” at subcommittee he:
ings in September and in subs
quent correspondence “‘that DC
planned to move competition to t
Office of the Assjstant Secretary {
Policy and ta better utilize that «

. fice. The chart appears to aband

that plan, Please explain why
Dingell writes. *Why are the cor
petition and consumer affairs fun
tions being further downgrad:
within the DOE?" '

He says he considers tf
reorganization tn he a furthe= -
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- - Ridgeview, Judge Scott

tempt “to de-emphasize” contpetl— ‘

tion and consumer affairs in the
DOE, although given DOE's track
record In these areas over the past
few.years, 1 recognize that it is hard
to imagine how much further these

" functions ecan really be de-em-

phasized. They are already at or
quite near rock-bottom.””
Dingell quotes from a memoran-

" dum writter in 1982 by the Depart-

ment of Commerce relating to
\DCE’s national laboratories. At the

‘time the memorandum was

prepared, the Reagan administra-
tion was trying to merge DOE with
the Commerce Department.

- “Left to itself, an independent
DOE has in the last five years
allocated R&D funds on the basis of
internal anayises rather than an
industrial consensus on needs and

", priorities,’” the memorandum says.

“Precious federal tax dollars have
.been spent unprofitably on al} too

many projects t.hat. on thetr own

. Number 6 “
Worrel

5 NUrttber 7

Pm‘em‘ waiver -

" == From Page one

without government subsidy, would
not meet the market test. The re-
cent withdrawal of major firms
from shale ¢il development, when
the DOE grants ended, is a case in
pﬂil'.lt." '

Dingell asks- Herrington if he
agrees with those comments, and
asks him to explain how DOE
allocates research and development
funds,

Continuing to discuss the relation
between Energy and Commerce,
Dingeil then quotes a letter from

" DOE dated Dec. 27, 1884: “Contrac-

tual provisions requiring reporting
and delivery of information may
meet this concern, if permitted by
the Department of Commerce.”
““What do you mean by ‘if permit-
ted by the Department of Com-

merce'?” Dingell asks Herrington.’

“Under what law, regulation or

-other instrument does that agency

have power to grant or deny such

permission? Who in Commerce has"

— From Page One

A eounty deputy transportin
Worrel had sought to have him ad-
.mitted to Lakeshore on the basis of
an evaluation report from
explained

this morning. But Lakeshore later
called the judge and asked for an
‘admittance order.

Worrel was finally taken back to
Lakeshore after his release from
the county jail about 10 a.m. today.

The facility is to evaluate Worre]
solely to determine his “‘competen-
cy to stand trial,” according to the
judge. “It's not for the purpose of
treatment,” he said.

Worrel, 277 East Drive, arrested.

Monday afternoon on indictments
issued by the Anderson County
Grand Jury, was ordered released

, ~ on $100,000 property bond Tuesday
. - : * Number 3
L — Pcn‘em‘

“after several members of his Oak

Ridge church, First Christfan,
posted their property as surety for
his court appearances. .

The grand jury issued the in-
dictments during a special session
last Friday, when it heard testimo-

" ny about a 12-year-old girl who told

-officers that- Worrel' had photo-

. graphed her nude, touched her

genital areas and attempted to use
avibratoronher. -

County ‘authorities seized some
1,000 pictures of nude children dur-

tng an April 19 raid at Worrel’s res- .

idence, and are continuing a
multi-agency investigation into the
50 or more other depicted children,

both from the local area and.

Alabama, where he formerly lived.

cwards —_

|- From Page One *

the public in general will benefit™

from the new organization.
=mirimally fenm ATTr-

technique of “one-atom detection.”
The Goiden Acorn recipients are:
‘Oak Ridge Gaseous Diffusion Plant

LI o Y

this role? How is it being exercise:
Has DOE shared various do?
ments regarding these matters ¢
negotiations with Commerce
ficials? If yes, please explain why
“In regard to the Martin Maris

negotiations,” Dingell writes, g
ask only that nothing be finali
until the subcommittee and
General Accounting Office rece
a full reply to this letter and h:
reasonable opportunity to cons
the matter, particularly if this m
be a precedent for negotiations -

other such contractors.” -

- He asks Herrington to exr

“what competitive advantages
‘market concentration possibil

are possibie” for Martin Mar
under liberal patent policies.
Dingell says he is not advoc:
any particular change to the p:
policy, but is concerned that p.
within the Commerce Depart
are trying to influence peop
DOE to get patents waivers.
“We are taking no stanee

ing to tell Mr. Hemngton that
problem that needs to be look :
* to.!I ; . .

. Number 5

thtoplc

— From Page

discipline - those who dis
them, hesaid. . . -
Crocker said at a bearing ¢
itol Hill that the evacuation
“‘appalling disaster” for
“there wasno excuse.’
 He said the Reagan adm
tion was trying to determi:
could be done for the refugee
The administration does n
why the evacuation was ¢
““We have to assume itisa!
tiative,”” Crocker said. “W.
hard to believe it Is official p
Crocker said he did n
enough information to |
evacuation with Ethiopia’s:
resettling famine victims
drought areas in the SC

_ southeast.

The Marxist govem_
Mengistu Haile Mariam t
tained the resettlement p .
voluntary and said sim.
grams failed in the pz
because force was employ

populations.
T oamt mwnrnber more




‘In ‘power. play’. over. OMB ireg. authorlty

Wushmgton ‘
Pub!watmn-

To aV’ert:’t‘::l'aél"i"’WIth'-Admlmstratlon—‘-on-'*corn'ponsatl'on issi

TREASURY: OBTAINS SECRET AGREEMENT TO LIMIT OMB REVlEW UNDER E 0 12498

Regan, sources say the Treasury Dept and Office of Management & Budget worked out an agreement
' Iate last year that vu’tual]y exempts Treasury from most of the newly mstrtuted regulatory revre‘

parently to avoid stirring ]ealousy and controversy. The Memcrandam of Understandifig between il
. Treasury and OMB dramatroally narrows the scope of regulatory authonty OMB has OVver Treasury,
L i L P —

ik m . w4 s -

SENATE COMMERCE TO VOTE GN UNIFORM PRODUCT LIABILITY:BILL

Critics see ‘caving in’ to oil & gas mterests

.+ Senate-Commerce. Commrttee Charrman John, Danforth (R-MQ); in.a mave: IQ avert a.near- terrn~
policy-clash:on product liability. legislation with the Reagan. Administration- and mﬂuentlal business ;
_ groups,:has reportedly decided.te urge his committee to vote out uniform, ‘product. Jiability legislationi(S.
., 100) this month with the provise-that the bill will not be- consrdered on the Senate. floor:until the commit-
tee has. had an. epportunity to hold, hearings on ““no-fault” compensation schemes. that: would provide
economic. relief to persons injured by commercial products. ‘Reportedly, Danforth has struck a:behind-
the-scenes. compromise with the:two major.Senate proponents of product liability compensation legislation

. — committee member Slade:Gorton:(R-WA) and Christopher Dodd (D-CT) —in which both-haye.agreed

- not to attempt to: amend S.100-in. comrmttee in exchange, for a promise from Danforth that-the. bill.won’t

(commued‘ on“pages 7)

- WHITE HOUSE, IN POLITICAL:- CONCESS}ON EYES RETAiNING SPECIAL TAX BREAKS

o ~ Conceding what one source’ described ‘as ““political reality,”” President Reagan and White House

" Chief" of Staff Donald" Regarr«reportedly are weighing a recommendation by Tredsury Secretary James
Baker that the Administration retaifr specral tax breaks for the oil & gas industry, as well-as-continue the
tax-exempt status: of fringe ‘benefits; in-the final overhaul of the Treasury Dept.’s tax reform plan.
Sources say the Administratior is under particularly “‘strong pressure’ from powerful southern and

- midwestern: legislators to continue: to-permit- write-offs for oil & gas exploration, as well as from Senate

Finance Committee Chairman ‘Bob-Packwood (R-OR) not-to-change the tax treatment of fringe benefits.

‘While’'some ‘assert that Baker in*urging these major exceptrons to the tax reform pian is merely

acknowledgmg the reahtres of ‘power ‘politics;” others warn. that such ma}or concessions may tarmsh the

(commued on page '5)

Under pressure from U S grain: dealers

REAGAN *FLIP-FLOPS’ POLICY STANCE ON. CARGO PREFERENCE BILL

“The' Reagan Admtmstratlon, under pressure from:U.S. grain dealers who-are losing business to'-
:forergn competltors this week reversed its- poértron on cargo preference legislation — telling Congress it
will ot flght leglslatlon that would permrt certam farm' export programs to ship on commercial véssels,
‘rather than:comply with existirig'taw and use more costly U.S flag ships. The Administration’s abrupt

policy turnabout directly contrachcts an earlier White House'statément opposing the bill. A recent court
decision effectively overturied 4 fongstanding federal practtce 'of permitting certain agriculture exports to:

7 be shipped on commercial vessels despite existing law that requires federally supported exports to be ship-

‘ped on the more costly U.S. flag ships. The decision, whrch the Justice Dept. is appealing, resulted in im-

weigd
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- ~exporters. whose customers gre choo%ng*forergn»gram suppl,rese wrthecheapeﬁ“shrppm costs.

. ter wm on-the floor: [oLCongress] cause‘--we re sure: as he}l losmg m the ﬁel e

.. nyaicationg
‘ .compllance.mth Reagan, Admmmtrauon patent.. polrcy procedures GAO, in the course of the DOE in-

_’" The White House élgéigniontm}ofjpr ents onitheglegrs}a*yomwnth

"Cotgressdpposing policy statem

agricu Iture: programs, at the same time Transportatron Secretary Ehzabeth Dole said the
: *d%d tooppose a“l%“grﬁiatwe remedy and would instead appeal the colirt decisrorr

meeting at which:it was decrded to oppose ‘the Iegrslatron saymg that the Justice Dept. would appeal the
«court ruling.in an ffosn :to preserve the exemption for agriculture exports, Administration officials said
the White House feared a legislative remedy would provide an “‘uncontrollable rollmg stone for expenswe

' export subsidies’’ that the federal government su‘nply cannot afford.

The Reagan Administration; faced with a growing foss of Businéss:to: S gram éxpofters, 1§ now_"'
willingto run: th,e:,nsk*assoe;ated*wfjth‘mé egisladion, ”accordirrg ta:d: high-level: ofﬁclal whae sdid “we’d}bet-

INGELL CHARGES COMMERCE INTERFERES !N DOE AFFAIRS CONGRESSIONAL DEBATE.

House Energy & Commerce Com rttee Ch@gm@n,
merce Dept. has mterfer:;‘ed,m De 5‘?‘ (E;nagqm;’qt;b Hng p eeklng,te ﬂ% J
ficial with one more’ “frrendly” t6 Cominerce’s view of govérnment patent policy’ Dmge through his *
oversight & investigations subcormmiftéd; claims:Commerce has engaged invabout tialf:a-dozen improper

activities. within the Administration afid-before Congress, and has asked: Comnierce Secretary Malcolm

: I',Baidnge to investigate: the alfegations:. Dingell last week delivered a lengthy niemiorandurh 1o Baldrige, a

mgopy of which was obtained by Friside'the  Administration, charging that Commerce‘officials, séeking to

- develop a. federalipatent pohcy, have sought tonmproperly influeice ' DOE managenient-involved-with for-
mingthat agéncy’s policy on reléase: ‘ofspatents'developed iinder DOE contracts. He also-alleges that~

- ‘Commerce lobbied" Congress Wwithout ‘auth@rization. Baldnge s office this week had 0o comment-on‘the:
‘aliegations except to'say they are beinig looked ar. But other Commerce officials maintained: the’ charges

“arerwithout merit and have no- foundation’ inefact.”* A key Commerce official: claimed Dingell’s:
“‘preference. for contentious issues has provided an easy route for those wantmg to block” Commerce ]
efforts to develop a federal consensus on patent policy. :
The aliegatrons foilow a ]ongstandmg drspute between DOE and Commerce s Office of Productmty,

release of- patents developed wrtlLfederaL funds¢ (OPTI 1tself has been at the center of some Admrmstra—
tion/congressional controyersy,—;the, Adrmmstrat:on proposing, with Baldrige’s assent, to terminate the
offrce, but congressional budgw committees,vated. to restore. FY-86. funding for the program anyway.)

-~ OPTI last year ‘accused. ,DQEf,of not egmplying. with.a Presidential directive to. release the rights to
as. many federally funded _patents.as.possible..DOE has opposed OPTL’s efforts to reform uniform

—.go\gemment -wide patent: pohcy because it woqldvelumnate an-exemption the energy agency has had to ex-
isting Jaw, which zequires. agencresato relinquish as - many. patents as ‘‘possible.” The Commerce-DOE feud

EIEW as: each agency sought to influence the. Administration’s position on legislation, reportedly written by
OPTLand intraduced by Sen- Robert Dole:(R-KS):-The. new: law- establishes a presumption of patent.
ownershlp in favor of private governmerit contractors.

" 'DOE off1c1ais hopmg to preserve the agency’s exemption, hacl wrthout Administration approval

Jobbied Congress last year to reject Dole’s bill. Dole complained- torthie Office of Management & Budget

that DOE’s unauthorized: lobbiinig ontridicted; the Administration’s official support for ‘the bilF'as had’
beemp:;eseniegkrn earlier, Commerce Dep} testimony.. QMB direcied DOE to halt all unauthorized com-
with angress and Dmge IL. cqlled for a; General Accountmg Office: mvestrganon into. DOE

53X

quiry,.reviewed 3 number; of Commerce documents that, Dmgell clarms suggested 1mpropnetles and he
subsequently asked GAO to. examine. mternal Commerce documents
Dingell has also. attacked OPTI’s efforls to win passage.of. another Dole. patent bill that would

iig;:;_,',,strengthen government laborator;res rrghts to. patents developed with, federal funds. Dole, who introduced
. the. measure lasLCongress, [oay, drop his supp,prt (the bnthas not yet been mtroduced this. sessron,) rather

2.0 S ' . INSIDE THE ADMINISTRATION — May 3, 1985

B@gm»g@g@mgmmqﬁ would support. a.bill-to.restorethe, eXemMbumw v
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Bk Ted"Welss (D-NY') is threatemrigﬁw%uﬁﬁoeﬁa dra‘?ft regulatory planning’ dodiitnents fromi four =
Reagan agencies if they don’t comply with: his: demaﬂdxfor THEr docﬁménts'-by Wednesday May 1. Ad‘

. ministration-sources ‘claim: that:the four-ageficiey s 1neh1diﬂ§7the Depis: t6f-Healthi-&-Hifialt Services,
Treasur}f Agricnlture, and ti'te V‘eteran& Adtmmswauen’ -«——~al‘ieac:_t’y3 suBﬁﬁttediihe document% Wetss and

< gonirices: msxst the Admimst:ranon st:ll*hfa notifuﬁweemﬁh Wit , 35
delivered: in:an April24 letter: to- éach departiént 25 theTatest muai-'-éerreﬁéf EﬁeeutWe feglsiatwe' con-

i frontations over the Administration’s néw: Bkécutivé Order 1 Mgsfvaﬁ*répresents the ‘itibst Senous
schatlengerthus: far: to the Administration?s:clainy 6f Execitive pmVﬂ‘eQe‘mfer d}afi" documents s'hbmitte& to
the-Office of Management & Budget under the order. doiees 0T G sshln

' Weiss in a representative letter to HHS Secretary Margaret. Heckler cites-his: subcomnixttee s “‘over~
sight responsibilities’® and asks her to prcwlde cop1e§ oj tl"%‘%&%@{%&?&& § ;keg!_gg}%;&“ ?P{l}gg,ﬁg umens
““as weki as aIl agency memnor q;;res ondegee*“, ‘ aients
“*ihat sourdes s“'a"if‘is‘an 1mplteﬁ? To % ocure &

-ziHion-ig withholding; Weiss wamsz&fat”ﬁll*édoémﬂemssshoui&befsnpphed‘ elose’oﬁibu%mess Mayit “‘to
avoidkunneceisany confrontation; ??eSomcesfsawWemgHsmresmmgtmg H 'd:caibfﬁfba,subcommlttee
~.xote to subpoend docurents if the- AdmminisiEativon:does-not:fullycomply with:the: reqfies% ' 3

3770 OMBiBDiredtor: DavidsStockmai retenitlidirected: -agenciesta dspondite a:mnﬁlar*réquest\from House
- Energy & Commerce Committee: Chdirmani Jehn Dingell: (D-MI):by=reieasing:their-draftiregulatory plans,
but-Stockmanis: April: 19 directive :didraot authiorize releateof cﬁﬁmdd&immiiéadmginp:ﬁwandssupport- :
- ingrthe regulatory planning:documents,-asibequestet! by Weist> NevertheleisioAdfiinistration sources: aﬁ-
parentlyivére surprised at: Weiss’ continuing demarids; :and-somevwere: piizzlédsas to wheit furthier: =1
- decuments: Weiss; wanted:to see::Unlike: Dingell, Weiss is not:asking OMB: w’compﬂe*am!! reieasm
telephone logs of conversations between OMB and department personnef Bt ratheris-asking-for:
background:decuments: that shed light-on:tégilatoky: plans made: uhdeér:the: new: executiverorder: -+

- Alse-unlike Dingell; sources say ' Weiss' semt‘his demands to:thevagencies:directly under: his:subcommit-
tee’s.jurisdiction, and. has been ‘“‘scrupulously avoiding’ any:contact:with-OMBs OMB: Director:Stockman
personally: iregotiated: thie release-af:docunyeiitsirequested by Dingéllls subcommitteg,: aithough OMB later

. insisted- that the decision: to releaserdecuments was: left: entirely: up-to: individual agencies.. Scurces says+:

- Weiss: beliéves as-a matter of*principle: that:thie:dedision to; releasé: documents should be made by: each= in-
dividual agency, and not the more secretive budget office. s

The subcomtnittee’s-threat-to:subpoenasdocuments wilirput. OMB s arlier claim of’ Executive
~-privilege over.interagency:commumnicatidng:to:its«first real test..Sources-say the subcommittee does not
believe OMB can:claim’ Execufive privilegeiombehalf of the Administration,: but rather the decxsnon to.
thhhold documents from Congress;must“be’ made b}ﬁ the Presmlent personally :

' EY MARKE!' CONTROLS

The Offlce‘ of; Mapagement & B}J;lgetsrepontedly is mthhold,mg approval of proposed -auto-theft- -
contro} sregulations,; implementing legislation passed last: .years: pending: decisions on whether to. restrict -
so-called ““grey market’” imports — brand names sold at discount prices in the U.S. without: authorization

. from the lJ.S..trademark owner. The grey:market decision-may. require. deletion of. brand. names for cer-
tain imported-products, and that in-turn may:affect the nature of the auto-theft regulations. But congres-
sional pressureis-increasing for promulgation.ef.the.regs; which will-define what foreign-car, parts are to

“carry identifiable-numbers designed to-help- 1mtraok«mg theft:,}and he:auto industry also wants the regs
issued as soon as possible.

'An official of the National nghway Traffic Safety Admlmstranon whlch submatted the regs for ap-

'provagggﬁg‘g;l\@%dg%said OMB, Qa&g};uepmmmdmatmmasﬁqpyhm itywill gelease the regs:: But-NHTSA:-
Administrator Diane Steed told Congress thns week she is confldent_NHTSA Wi -make the statutory Sept

15 deafififdsiene e oAt

THe Eeagan 'Admmlstratlon is expected 167 rEJect a Commerce mﬁ’ ‘recommendauon ‘that 1t move to
Impose restnctlons on’ grey market 1mports (Inside the ‘Administration; Apnl 26 pl) but OMB sources say
- “any change in chifent policy: could rechrect “tHe d’esired ‘thitist”™ bf"ﬂﬂf auto theft regs Pre51dent Reagan
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the Way

‘the World Works

BY DONELLA H. MEADOWS

HE Limits to Growth, which | wrote with

several co-authors in 1972 to provide a

popular account of the first global com-
puter model, created an uproar that still echoes.
Much of the problem was and remains public con-
fusion about global models. The media depicted
our model, done by the Systems Dynamics Group
at M.LT.—and the models that followed and
sometimes challenged ours—as crystal balls pre-
dicting the future of almost everything and up-

* holding wildly pessmnstlc or OptlmIStIC views of
the world.

In fact, global models are not meant to predict,
do not include every possible aspect of the world,
and do not support either pure optimism or pure
pessimism about the future. They represent math-

-ematically  assumptions about the interrelation-

ships among global concerns such as population,
industrial output, natural resources, and pollu-
tion. Global modelers investigate what might hap-
pen if policies continue along present lines, or if

~specific changes are instituted. For example, par-

ticular models have asked what would happen if
growth continued at its present rate, if the Eu-
ropean Common Market increased grain exports,

or if infinite, free energy became available.

Since the first global model, the discipline has
spread throughout the world. The Japanese have
a global model. The Russians have, as far as I
know, three of them. The World Bank and the
United Nations have produced several models. To
refute those coming from the rich countries, sci-
entists in Latin America produced a model of their
own. The U.S. Joint Chiefs of Staff commissioned
a new version of a global model at a cost of $1.4
million. At a 1981 conference of the International
Institute of Applied Systems Analysis (IIASA) in
Vienna, representatives from 20 global-modeling
groups made presentations. And no one knows
how many other models exist within governments -
and corporations around the world.

Not surprisingly, the initial assumptions of
these various global modelers are incredibly dif-
ferent. First, they disagree on methodology: Is it
better to simulate the world as it exists, or to
construct a model that optimizes it as it might

- be—if, for example, every government made basic

human needs a first priority? Is it better to make
guesses about “soft” factors such as political sta-
bility or to ignore them altogether?

Y;wu h they

made with conflicting zdeologzes n dwe'rse ndtzons
all global models basically agree on how
to improve the state of the world.

(LLUSTRATIONS: MICHAEL CRAWFCRD
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The substantive
dzsag'reemmts among global modelers form
a catalog of the uncertainties

| of our era.

Then, there are substantive disagreements among
the global modelers, which form a catalog of the

"uncertainties of our era. To what extent do free mar-

kets actually exist? How vulnerable, really, is the
ecosystem? Does technology appear unexpectedly or
as a result of social processes that can be controlled?
Do governments act independently, and how much
are they trapped by forces larger than themselves?

Above all, or perhaps I should say below all, be-
cause they are rarely addressed explicitly, are the
divisive moral issues. Is man’s inhumanity' to man
the primary global wrong, or is it destruction of the
environment? What assumptions about human na-
ture and political legitimacy do we who construct
global models inadvertently build into them? What
is our social responsibility: to serve a system or to
challenge it, to raise questions or to provide answers,
to rede51gn social systems or to empower others to
do so? _

The methods and philosophies of global modelers
are so diverse that one would hesitate to call the
models a single body of intellectual work, except
that they are directed toward the same intertwined

- problems: population growth, poverty, resource
~scarcity, environmental deterioration, and interna-

tional instability. Another point of commonality is
that many of the models were made in response—

sometimes heated response—to the ones that came

before. Especially when the discipline first began, a
major purpose of each model was to discredit the
others and show how the whole exercise should be
done. Thus, collectively the global models constitute
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a fascinating international debate. They reveal the
world’s knowledge, uncertainty, and opinion about
global problems.

They do so in terms that are relatively precise and
unemotional, adding a mathematical rigor to dis-
cussions of world issues. Every term must be defined
precisely. Everything that is sold must be bought.
The amounts of energy, labor, and capital allocated
to various sectors of the economy cannot exceed the
total amounts available. Such unremarkable and
even simple-minded requirements allow more ex-
plicitness, complexity, and logical consistency than
can ever be expected from the only other source of
understanding about the world: the models in peo--
ple’s heads.

The world system is enforcing its regularities on

" the modelers. When the Japanese, the Soviets, the

Americans, the Europeans, and the South Americans
step back and attempt to integrate their most trea-
sured assumnptions about the planet, they find them-
selves in substantial agreement. Given the different
starting points, the debate about global issues is lead-
ing to a surprising convergence of opinion.

Action and Reaction

The first global model was developed at the behest
of the Club of Rome, a group of policymakers, ac-
ademics, and managers who met in Bern, Switzer-
land, in 1970 to discuss 66 world problems such as
hunger, pollution, and crime. The problems seemed
interconnected, so Carroll Wilson of M.I.T., a mem-
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ber of the club’s executive committee, had invited
someone he thought could draw the connections: his

~ colleague Jay W. Forrester of M.LT.'s Sloan School

of Management. Forrester proposed constructing a
global computer model. On the way home from the
meeting, he worked out a rough model he called
Worldl on the back of an envelope, and then
amplified it into the first detailed global model, called
World2. A team headed by Dennis Meadows, then
also at: M.L.T., refined this model into World3, the
basis for The Limits to. Growth.

World2 and World3 are intended to answer a sim-
ple question that can be put this way: Population
and capital growth are inherently exponential. The
world’s population is growing at such a rate that, if
it were to continue, it would double in 40 years,
quadruple in 80 years, and increase eightfold in 120
years. The physical growth of capital equipment,
housing, and infrastructure is proceéding even more
rapidly. Forrester asked what might ultimately limit
population and physical growth on this finite planet,
and how the world’s adjustment to its limits might
be smooth and controlled rather than unexpected
and violent. _

He concluded that no process exists that can re-

liably adjust today’s exponential growth to the

earth’s limits, whatever they may be. Delays are too
long, both in the process of making decisions and
the time it takes for results. For example, so many
children have already been born that even if each
couple from now on averaged two offspring, pop-
ulation would continue growing for 70 years.
Though industry might stop polluting, its toxic waste
would linger in the environment for decades. The
world’s: machines are too dependent on nonrenew-
able resources and too long-lived to be replaced
quickly by machines that can use renewable re-
sources. And the value of growth for its own sake
is too deeply embedded in industrial culture for a
different value to be quickly adopted.

Uniess some deliberate process to slow growth is
implemented, Forrester found, the most likely future
will be “overshoor and collapse™—an irreversible
destruction of the resource base followed by a de-
cline in captral and population. However, if societies
design a sustainable, equitable system instead of
trying to correct problems caused by growth with

‘still more growth, there are enough time and re-

sources to provide a desirable standard of living for

- everyone,

The scientific community criticized World2 and
World3 on several grounds, one being that they did
not distinguish among different regions of the world.
Thus, Mihaijlo Mesarovic at Case Western Reserve
University, and Eduard Pestel at the Technical Uni-
versity in Hannover, West Germany, designed the
World Integrated Model {wiM), to explore the same
questions with more regional detail. These scientists
reached similar conclusions, except that their warn-
ings were expressed in even more urgent and dlre
language.-

Over the years wiM has been modified, updated
and made more detailed at the behest of numerous
clients, including several U.S. agencies and countries
such as Mexico and Iran (during the shah’s regime).
This is the model that is being adapted for use by
the U.S. Joint Chiefs of Staff,

Another criticism of World2 and World3 came
from citizens of the Third World, who read into The
Limits to Growth the implication that growth must -
stop in such a way as to freeze poor nations into an
eternal state of poverty. They responded with the
Latin American World Model, made at the Funda-
cion Bariloche in Argentina. This model is con-
structed around an exphcu: value: meeting basu:
human needs.

According to the model, the world could work
well with that priority. Latin America and Africa
could meet the basic needs of their entire populations
through their own efforts by the year 2000. Asia
would take longer and require outside aid. The rich
countries would not collapse or even stagnate, and
as human needs were met everywhere, the pc)pula-
tion would stabilize.

The Bariloche group did not explicitly model en-
vironmental and resource problems. But the model-
ers say that the planetary stresses of a just society
would be much less than those of the greed-and-
growth-oriented world of today. They estimate that
decent living standards could be achieved for all with
per capita economic outputs a third to a fifth as great
as those needed if present inequities persist.

The modelers write that *‘the economically under-
developed societies cannot leave their state of back-
wardness following the development patrerns of the
already industrialized—but not necessarily devel-
oped—societies. Even if it were possibie, it is not.
desirable, as it would mean to follow the same road
which led to the present situation of wasteful and
irrational consumption, accelerated social deterio-

. TECHNOLOGY REVIEW, 57




ration, and increasing alienation.”
A coalition of agronomists from Wageningen Uni-

versity and economists from the Free University of .

Amsterdam constructed a model to see if adequate
food could be produced for the expected doubling
of the world population—up to 6 billion by the year
2000. They discovered quickly that there 1s already
enough food for 6 billion people, so they changed
the focus of their investigation to examine why it is
that in a world with more than enough food, hunger
persists.

The sophisticated model that emerged, called the
Model of International Relations in Agriculture
(MOIRA), represents food production, consumption,
and trade for 106 nations. Each has 12 income
classes and a government that may interfere with
internal pricing and trade flows to satisfy political
priorities. As each nation tries to maintain its do-
mestic food supplies and prices at desired levels, it
dumps its shortages or excesses onto the world mar-
ket. The result is systematic amplification: a small
fluctuation in wheat production in Kansas can be-
come a major wave in consumption in Ghana. Large,
rich countries can buffer their interface with the
world market at considerable expense but small,
poor countries cannot, and fluctuations in the world
market sweep into their domestic markets. As the
‘Dutch modelers say, “He who has the lowest dam
gets the whole flood.”

Hunger in this model results primarily from ine-
quities in income distribution, both among families
and among nations. These inequities are exacerbated
by the impersonal workings of the world marker.
Measures such as food aid can have adverse effects,
since they lower food prices in countries receiving
_ the aid and discourage farming. However, two kinds
of policies do help eliminate hunger: changes that
give poor people the resources to earn a decent in-
come, and efforts by the rich countries to keep food
exports and imports constant so as to keep world
‘prices stable and relatively high. . _

When President Carter asked Gerald O. Barney at
the U.S. Council on Environmental Quality to study
global prospects for the year 2000, Barney gathered
existing models and forecasts of various government
branches. These included population projections
from the Census Bureau, food projections from the
Department of Agriculture, and so forth. The result,
called the Global 2000 model, was not only a rich
. collection of information about the world, but a fas-
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cinating comment on the state of global understand-
ing of one of the world’s most information-eich
governments. The separate forecasts had never be-
fore been coordinated, and their makers often were .
not even aware that other projections existed. The
assumptions and methods of these forecasts were not
necessarily consistent. Indeed, the study concluded
that “‘at present the executive agencies of the United .
States Government are not capable of presenting the
President with internally consistent projections of

‘world trends in population, resources, and the en-
_vironment for the next two decades.”

Even though these projections were not internally
consistent, they were consistently gloomy. Global
2000 has become famous for that gloom, as if the
study itself rather than separate government offices
had produced the forecasts. The summary statement
reads: ““If present trends continue, the world in 2000
will be more crowded, more polluted, less stable
ecologically, and more vulnerable to disruption than

~ the world we live in now. Serious stresses involving

population, resources, and the environment are
clearly visible ahead. Despite greater material out-
put, the world’s people will be poorer in many ways
than they are today.

“For hundreds of millions of the desperately poor.
the outlook for food and other necessities of life wiil
be no better. For many it will be worse. Barring

revolutionary advances in technology, life for most .

people on earth will be more precarious in 2000 than
it is now—unless the nations of the world act de-
cisively to alter current trends.”

The Global 2000 staff’s own contribution to the
bad news was to point out thart the various forecasts
are probably too optimistic because they were made
independently. The energy forecasts assumed that
enough capital would be available, the capirtal fore-
casts assumed that there would be enough energy,
and the agriculture forecasts assumed that there
would be enough of both. Because the sectors were
not linked, as they are in’ most global models, they
did not set up any of the truly ditficult trade-offs
that must be made in the real world.

These are but a tew examples to 1llustrace the va-
riety of the global models. Each model asks a par-
ricular question and focuses on one aspect of global
complexity, each expresses the cultural and meth-
odological viewpoint of its makers, vet each is con-
strained by mathematical rigor and the world

database. However interesting the individual models




The media depicted
the early global models as crystal balls
predicting the future of almost
everything. '

are, I think their real value is in their juxtaposition.
As each explicit representation of the world is added,
the collection begins to hint at common insights into
how the complex global system behaves and how it
can be better managed.

The Common Ground

The common conclusions among the world models
are both unsurprising and revolutionary. At some
level nearly everyone understands how the world
works, yet governments and people do not often
operate in accordance with their understanding.
While knowing that the world is an interdependent,
tichly varied system, we act daily as if it were made
up of simple, separate pieces. Knowing that coop-
eration works better than competition, we continue
to compete. Knowing thar short-term results often
differ from long-term ones, we go for the short-term
payotf. Knowing that the environment flows through
us with every breath, drink, and meal, we still think
of nature as distinct from humanity.

I have chosen common conclusions from the

global models and have expressed them in my own
words. But [ believe each global modeler would agree
that his or her work supports these conclusions, or
at least does not contradict them:

O Existing resources and known technologies can
support all the needs of the world’s people today
and for some time to come. People’s needs are not
being met and resources are being degraded because
of inequities, wastefulness, and mismanagement, not
because of any immediate physical scarcity.

The models illustrate this point with resounding
unanimity. MOIRA shows how the world trade sys-
tem transforms more than enough food for everyone
into hunger for one in five. The [IASA Energy Model
emphasizes how many technical options actually ex-
ist to supply energy. World3 shows how it is possible
to make a transition to an economy that uses re-
newable resources to sustain high living standards
for everyone.

The earth is a diverse, abundant planet. However,
the assumption that most pervades decision making
in our era is that there is scarcity. The reaction is to
hoard and try to increase short-term production,
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The world 5ysteni
s forcing its patterns on
the modelers.

This reinforces the perception of scarcity in the short
run and can create actual, though unnecessary, scarc-
ity in the long run through wastefulness and deg-
radation of resources.

O Population and physical capital cannot grow for-
ever on a finite planet. Though overall scarcity does
not now exist for the global society, it can be gen-
erated if rapid growth continues.

All the models recognize problems connected with
population growth, even though some modelers be-
gan with strong reactions against the “anti-natalist
bias” of World2 and World3. Agreement on the need
to limit physical growth (of capital goods, infrastruc-
ture, and housing) is less unanimous, chiefly because
some models represent the economy only as a flow
of money rather than a stock of physical equipment.
"They do not account for the fact that physical equip-
-ment, like population, takes up space, requires a
constant stream of energy and raw materials, and
continually emits wastes.

A steady growth of electrical generating plants,

factories, or any other capital equipment at 3.5 pet-
cent per year, a typical goal for industrial societies,
implies a 32-fold multiplication in a century. It is
not surprising that real growth rates rarely stay thar
high for that long. It is only surprising that so many
people believe they should. The important questions
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are not how to promote all kinds of physu:al growth
everywhere, but rather what kinds of growth should
be encouraged in what places for how long to shape
a sustainable and desirable way of life for everyone.
[0 No reliable, complete information is available

about the degree to which the earth’s environment

can absorb the wastes created to meet human needs.
The global models have mostly tried to quantify en-
vironmental stresses—such as how much carbon
dioxide or sulfur pollution is dumped into the at-
mosphere—but they have not studied the ecosys-
tem’s reactions to those stresses. And even the effort
to measure the stresses has shown that the data are
totally inadequate. No reliable data exist on soil ero-
sion, groundwater pollution, or disposal of radio-
active waste. The makers of the U.N. World Model
and wiM gave up on their environmental sectors for
lack of information. Specific environmental effects,

such as the death of forests in Europe, are only now

beginning to be modeled seriously,

A conclusion of “we don’t know™ may not sound
like much of a conclusion, but it is useful information
in a world where policy is dominated by the belief
that we do know, and that the limits to how much
stress the environment can absorb are centuries
away. :

[:] If continued, present polzczes w:ll [ead to an in-




creasing gap between rich and poor. The world eco-

nomic system is structured to behave exactly the way

it is now behaving. Further operation of the system
will not all of a sudden produce equity or eliminate
poverty.

The models show that even fairly massive adjust-
ments, such as vastly increased foreign aid, would
not significantly redress global inequities. For ex-
ample, in the IIASA Food and Agriculture Program
model, 30 million tons of “free grain from outer
space” were added to the world market annually.
The result was that meat consumption in the rich
countries rose, but hunger in the poor countries did
not decline, The world system is replete with subtle
mechanisms that capture any gains made in less-
powerful parts and redistribute them to more-pow-
erful parts. However, several models suggest that
conscious policies to improve the lot of the poor can
succeed without major sacrifice by the rich.

(O Technology can help but is not the answer. No
set of purely technical changes tested in any of the
models was enough in itself to bring about a desir-
able future. This is epitomized by the finding that
providing infinite, cheap energy, with no other
change, simply exacerbates inequality, population
growth, and environmental problems. Providing
land or education for the rural poor in several models

was much more beneficial to them than providing

technologies that increase agricultural yields.

In the process of making a global model, one has

to discard fuzzy mental-model concepts of technol-
ogy as either the cost-free solution to all problems
or the source of all evil. From a systems point of
view, technology looks more like a tool to achieve
goals. If a society’s goals are to maximize material
possessions, resolve conflicts through military
aggression, and maintain hierarchies of power, its
technologies—no matter how powerful—will not
suddenly produce peace, justice, or environmental
quality. ' '
[ The interdependence among peoples and nations
is much greater than commonly imagined. Actions
taken at one time and on one part of the globe have
_ far-reaching and long-term consequences that are
impossible to predict intuitively.

The models constantly surprise even their mak-
ers—as when MoIraA found that a small change in
Kansas wheat production can undermine Nigerian
food policy. A Japanese world model showed that

that country’s economy rises or falls with the welfare
of its poorer Pacific-basin neighbors. When modelers
simulated what would happen if all trade barriers

_ were lifted, the results were very complex. Some na-

tions benefited greatly while others lost badly, and
it was surprising to see which nations fell into which
groups, Free trade is neither the panacea nor the

“disaster that its advocates and opponents portray.

The results of economic shocks such as the 1973
oil price rise reverberate not only among all nations

but also over decades of time. Some models indicate

that the economic system still has not settled down
from the turbulence caused by the first oil price
shock, much less the later ones,

Most governments, especially of large nations, still

assume that they can win while others lose. They
believe they can act independently, without creating
political, economic, or environmental repercussions
outside their borders that will return to haunt them.
When the repercussions come, they will continue to
be surprised. .
O .Policy changes made soon are likely to have more
impact with less effort than the same changes made
later. By the time the need to face a problem becomes
obvious, there may be no easy solution.

Resource pricing provides one of the classic ex-
amples of this principle. According to wWiM, steady,
slow oil price increases, well in advance of any actual
physical depletion, benefit both producing and con-
suming countries. Gradually rising prices induce
consumers to adopt alternatives to oil in a way that
does not disrupt their economies, while producers’
revenues are maintained. [n contrast, the current bat-
tle between the oil cartel and the market produces
disruptive price cycles in the short term and too-
abrupt, too-late signals of scarcity in the long term.

Most kinds of environmental damage, such as
desertification and contamination of groundwater,
are thousands of time cheaper to prevent than repar.
In India alone, bringing the birth rate down to two
children per couple in 1995 instead of 2005 can
make a difference of 300 million people. Creating
equitable distribution systems is far less painful while
there is still an abundance to distribute. But poli-
cymakers systematically postpone all such decisions
as long as possible.

O Many complex international programs and agree-

ments are based on inconsistent assumptions. Poli-

cymakers debate plans that are simply impossible to
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E xponential growth
cannot continue forever on a
finite planet.

achieve while failing to no-
tice real opportunities.

For example, several
global-modeling teams have
tried to find ways to meet
the Lima targets developed
by the U.N. Conference on
Trade and Development,
which specify what shares
of world industrial output
the Third World should i
provide by the year 2000.
However, these targets were stated so vaguely that
the teams could not represent them gquantitatively
without further interpretation. After representing
them as best they could, the teams found the targets
essentially unmeetable.  And when they forced mas-
sive, unrealistic changes on the system so the goals
could be met, the modelers found them not even
desirable. For example, the Latin American World
Model found that for Africa to produce the stipu-

lated amount of manufactured exports, food pro- -

~ duction, education, and housing would have to
decline.

If global models had no other use, they would be
worth the price of making them just to impose clarity
on the terms of international demands and agree-
ments, and to save the trouble of arguing for con-
ditions that are patently impossible to achieve. One
case where a model has been used successfully for
just such a purpose is in the Law of the Sea nego-
tiations. Professor J. Daniel Nyhart of M.L.T. de-
veloped a model of the costs and returns of undersea
mining that was used to debunk initial assumptions
that this technology would yield a bonanza. The
model enabled the negotiators to agree on interna-
tional licensing and taxing systems.

A New World

Although something within us knows better, our
mental models and those of our leaders cling des-
perately to the assumption that the future will not

be very different from the present. Or that the future.

will be some smooth extrapolation of the present.
Or at least that the future is to be predicted, not to
be shaped by human decisions.

It is not possible ro maintain those assumpnons
while contemplating the long-term trends of the
world. Global models produce thousands of differ-
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ent sirnulated futures under
thousands of possible sets of
policies. None of those sim-
ulations proceeds far past
the year 2000 without
showing significant changes
for better or worse. ‘A
smooth continuation of
present trends can be ruled
out as physically impossible.

One hardly needs a com-
puter model to discover cur-
rent trends that are far from sustainable. The world’s
use of nonrenewable resources such as petroleum
cannot continue indefinitely. The amount of carbon
dioxide in the atmosphere—up 30 percent since
preindustrial times—cannot continue increasing
without disrupting the global climate. Each year 20
million acres of tropical forest disappear, and there
are 80 million more people to feed. Each minute the
world spends $1 million on armaments and 24 peo-
ple starve, most of them children.

The range of real possibilities includes some nearly
unimaginable outcomes, including on the one hand
nuclear winter and the end of everything, and on the
other a world at peace in which everyone’s physical
needs are met sustainably. Both these futures are, as
far as our present knowledge can tell, very possible,
and the difference between them will be determined
by the way the world’s people understand their op-
tions and the way they act.

The global models have not given us the key to
full understanding of our compiex world. We will
probably never have that key. What the global
models have done, at least for those of us most
closely involved with them, is to be what Stuart Bre-
mer, director of a global-modeling group at Science
Center Berlin, calls a “creative irritant.” They have
forced us to stand back and look ar all the com-
plexity, admic it, be humbled by it, and yet continue
to keep confronting it. When we do, we sce far too
many negative trends to be complacent and far oo
many positive trends to be hopeless We mainly see
a lot of work to do.

DONELLA H. MEADOWS. adjunct professor of eavrronmental and
policy studies at Dartmouth College, worked in the System Dynamics
Group at M.LT. on the first global model. She 1s coanthor of Groping
in the Dark {Wiley & Sons, 1982), a description of the first seven globul
models, and is a research scholar of the International Institute of Applied
Systems Analysis in Laxerzburg, Ausiria.
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‘ideas into p.r_oﬁts
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BY SABIN RUSSELL

Inventors are Iearmng from
entrepreneurs how to turn

“

In American mythology, independent inventors fit
right in with apple pie, motherhood, and Old Glory.
From garages and barns, back shops and base-
ments, these lonely geniuses are said to build the
stuff of the American Dream. So the story goes.

Inreality, the American economy largely ignores
the backyard inventor, Only 17% of patents issued
this year will be assigned to individual inventors. In
1954 individuals accounted for 37%. “The notion of
the individual inventor making it.happen is increas-
ingly more myth than fact,” says 0.]. Krasner, a
professor of management at Pepperdine University
in Malibu, Cafif. “More and more, it takes an entre-
preneurial team.”

Increasingly, mventors are dlscovermg that the

entrepreneurial route—frequently in the company -

of a business partner—is not only potentially more

lucrative than the traditional paths, but sometlmes :

is the only option.

Robert Henry, the inventor of a new method of -

blood analysis, brought in a partner to turn his idea
into an immunoassay business with projected sales

_of $500,000 its first year. Jerry Stubblefield, who
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designed a new athletic shoe, saw his company go
from near bankruptey to $8 million in sales when

professional managers took over. R.M. “Rusty”

Hammond, the inventor of a fold-away barbecue, is

determined to run his business at arm’s length. “In--
ventors are better off turning it over to someone.

else. They get too protective,” he says. - .
- The entrepreneurial route is not for every inven-
tor, “It has always been the dream of the mventor

James Caccavb‘ icture Group

Partners Gardner
Martin (foreground
‘abova]} and Nathan
Dean thought of their

invention before they

thought of starting a
business. Without
outside management
help, sales of Easy

" Racers’ recumbent
bicycles have been
slow ’

‘who recognizes h.IS own hmltatlons and starts &
_assemble a team.”

' gther entrepreneurs, inventor-entrepreneursofies

-beyond the first few years. But the transition sy

that his idea be the nucleus of a business he nuns
himself,” says Larry Udell, former president of the
National Congress of Inventor Organizations.
“Only one out of a thousand has the ability to be a
inventor-entrepreneur. It's the intelligent inveator

As others who've started compames have d-
covered, entrepreneurship isn't an easy road. Lic

have to take a back seat in management if the com-
panies they found are to.sustain their initial suces




want to go through, " says Herbert Keirulff, profes-

sor of entrepreneurship at Seattle-Pacific Univer- -

sity. Like other entrepreneurs, the inventor-entre-

preneur is likely to achieve big success only on the

second—or- ]ater—try, sometlmes with a com-
pletely different invention.

And inventors have found that the network of

. financiers and consultants that has grown up to help

new businesses ish’t always suited to their needs.
Venture capital doors are usually closed to the inde-

. ship as a route to licens-

marketed the product
vourself,” he advises.

facturing his latest in-
vention, which he is

take place even more quiékly fot the inventor than
for the average entrepreneur. “That’s a wrenching ..
personal experience that a lot of inventors don't -

pendent inventor. As New York financial constltant
. Burt Alimansky observes: “Investors don't invest
in inventions. They invest in businesses. 1t'’s the- :

organization that is going to attract the money.”

Holder of 81 patents, Calvin MacCracken quali-

fies as one of America’s most prolific independent
inventors. (His A Handbook for Inventsrs, Charles
Scribner’s Sons, 1983, tells howit's done.) In 1947
he founded Calmac Mfg., Englewood, N.]J., after
co-developing the jet engine at General Electric.
Launched in business by a $150,000 stake from

American Research & Development Corp., one of

the nation's earliest venture capltal firms, Mac-
Cracken has developed
and sold eight major
product lines, ranging
from solar swimming
pool heaters to the Roll-
a-Grill, the hot dog
cooker at sports arenas,
which slowly spins the
dogs as they cook on a
bed of heated rollers.
MacCracken collects
royalties from exclusive
licenses on product
lines he's relinquished.
But he tells inventors to
consider entrepreneur-

ing. “You don’t get very
much for your invention
unless you've made and

Right now Mac-
Cracken is busy manu-

marketing in partner-
ship with his 30-year-
old son, Mark. Dubbed ¢
Levload Ice Banks, the

system is designed to cut uperatmg costs for com-
mercial air conditioning in half. The device makes
ice during night hours when electricity prices are

. Biil Kelly

lower, stores it, then uses it to cool buildings during
the day when prices shoot up.

MacCracken anticipates earmngs of about
$300,000 on sales of $2.5 million for Calmac in

1984. About 80% of that comes from Ice Banks. -
.The company has invested .close to $1 million to

bring Ice Banks to market, most of that from the

sale in 1981 of his solar collectors to Besicorp for
1.2 million shares of Besicorp-stock. - .
“Our barbecue is to other barbecues as the hlde- :

Hoilder of 81 patents,
Calvin MacCracken

- {above) reaped $2

million in sales from
Levioad Ice Banks.
“T'he big secret to
starting a small
business and having

" It succeed is hirlng

the right people”
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.
Even though he’d
headed a corporate
R&D effort, Bruce’
Vorhauer {ahove)
knew no venture
capitalist would
back his idea for a
contraceptive
sponge. His
company, VLI Corp.,
completed a $26
million public
offering in 1983

Gordon

Gordon
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‘headed for the U.S. But he found that even anin- -

a-bed is to a couch ” says Rusty Hammond, a Fort_ '

Worth, Tex., inventor-entrepreneur. In 1982 Ham-
mond_revved up Leisure Mfg. in Des Plams, IIL., a
company. he'd mothballed from one of his earlier
ventures, to produce the $995 folding grill. Despite
a minimum of advertising, sales have reached $2

- million, Hammond says. Unsatisfied, Hammond has -

_Hammond s an experienced businessman, he

enlisted the help of six “business angels who are

now preparing to invest $1.2 million in a plan to
boost sales to $50 million in five years. Although

“wants to run Leisure Mfg, at a distance. =
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Jerry Stubblefield learned Hammond's lesson the

AT O AR R

hard way. Aformer high school phy'sics.teac‘her and
basketball coach, he invented-a radically different

_ athletic shoe, featuring a shock-absorbing, “cantile-

vered” sole in 1977. After nearby Nike Inc, twrned -
him down, he licensed the technology to Osaga, 2
shoe retailer backed by Japanese giant Mitsubishi.
When Osaga foundered in 1980, he canceled the
license, located a pair of business partners, and -
raised $850,000in convertible debentures to launch

. .Pensa Inc. in Tigard, Ore.

Eighteen months later, just as the firm was ready
to ship its Avia basketball shoes, Stubblefield's part-
ner announced the company was broke. “I under-
stood what the athlete wanted in footwear, but I
didn’t understand business,” he shrugs.

In September, 1982, Pensa was bailed out by a
personal $250,000 infusion of funds from venture
capitalist Henry Hillman, who took over the helm -
and recruited sales help from Nike. Stubblefield
took a back seat as vice-president for R&D. With the
aid of an additional $2.5 million in venture capital,
Pensa’s sales rose to $8 million this year from $1.8
million in 1982, The firm is now profitable, and Hill-
man expects sales of $20 million in 1985. Stubble-
field keeps a 25% stake in Pensa. “Most inventors
would like to become entrepreneurs,” he says, “but
what it takes is organization—marketing, sales, fi-
nance—and most inventors can't do it alone.” |

Robert Henry, the inventor of a new blood test,
didn't try to do it alone. He got help from both a
venture capital company and an outside partner.
Henry was general manager of Union Carhide's Eu-
ropean medical products division in France when
the business was sold in 1981. He left and soon " -
devised a technique to identify aniibodies in the
blood using dye polymers—giant molecules that
can signal the presence of a disease by changing-
color in solution. Current techniques in the $400
million immunoassay business require use of mildly
radioactive substances or costly enzymes to iden-
tify antibodies. o

Once he had estabhshed the- concept, Henry -

. ventor with excellent credentials has a hard time -

getting a hearing from venture capitalists. After one

year of pounding the pavement, he raised $750,000 .-

in equlty money from 2 team headed by cw Ven-

“tures in New York and an additional $800,000
through an R&D partnership in April, 1983, Henry's =

Photec Diagnostics Inc, of Little Falls, N.J., plans .
torelease its first clinical product in the first quarter
of 1985 and expects sales. for the year to top
$500 000. - o
Henry says he understood from the beginning -
that he would need a partner. Through cw Ven- -
tures, he found Jim Mongiardo, a 10-year veteranof -
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Schering-Plough Corp., who had been responsible
for U.S. marketing. Since joining Photec as presi-
dent last March, Mongiardo has assumed control of
marketing and administration, freemg Henry to
handle r&D and production.’

cw Ventures is one of the rare venture firms that
backs lone inventors. Crosspoint Venture Partners

is another. The Palo Alto, Calif., firm manages $58 -

million in funds and nurses young startups in an,

11,000-sq. -ft. incubator, where new companies can -

rent office space for one-tenth the going rate, ac-
cording to partner John Mumford. One engineer,

William Cargile, has been made a Crosspoint gen-
eral partner. For a five year period, ending in 1979,
Cargile had tried unsuccessfully to selt an electronic
device that tested automobile shock absorbers, ob-
livious to a lack of demand for his product. “The big
issue is marketing, not engineering,” says Cargile.

“That’s what brought this inventor back to earth.”
With $400,000 seed funding from Crosspoint, - |

Cargile turned another idea into Software Security
Corp. in November, 1983. The company manufac-
tures an electronic lock designed to keep unauthor-
ized users away from sensitive computer data.
Without a $10 key that reads signals from the com-
puter screen and translates them into a type-in ac-
cess code, an information thief would have no
chance to tamper with the software. Operation of
the young company, recently renamed Gordian

Systems Inc., has been passed to newly hired presi-. .
“dent Richard Otte. “The ideal situation for the in-

ventor is to be in there for as long as he has to, and.

then to get the hell out before he fouls it up,” says

‘Cargile, who remains as chairman of the venture,

In the end, however, the independent inventor’s
most likely source of finance remains the small pri-
vate investor who can be pursuaded to pony up
$10,000 to $50,000.. -

These business angels, says leham Wetzel,
professor of finance at the Wl'utter_nore Schoel of
Business and Economics at the University of New.
Hampshire, are more likely than a venture capitalist
to back an inventor because they tend to be willing
to wait longer for a payback. In a.1981 Small Busi-

_ ness Administration-backed study of business an-
gels, Wetzel found that a quarter of a sample of 133"
were willing to wait more than 10 years for a return -
or simply felt the length of time did not matter. .

. (Venture funds, on the other hand, look for a return

within 5 to 7 years.) With a small grant, Wetzel has

launched a pilot program to identify business angels
~ and match their investment interests with potential:

entrepreneurs. Entrepreneurs are charged $100 to

. sign up for this pilot computer matching service.

Since the program was launched in May of this vear,
“the volume of actlwty has outstnpped our expecta—

&
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Inventor John

. Kleppe (above) is

using government
contracts, a

$750,000 private

placement, and the
sale of a prior
business to get
Scientific

Instruments off the
ground. Kleppe's
invention bounces
radio signals off the
tails of meteors

tions,” Wetzel says.
Angel  Echevarria

_relatives to launch a fur- -
niture "ticking business -
17 years ago. The busi-
ness venture served as
- the springhoard for his

terbed mattress mar-
keted as the Somma,
which has boosted an-
nual sales of privately
held Angel Echevarria
Co. Inc. to $36 million,
. Patented in 1978, the
mattress contains seven
water-filled cylinders
that run from the head
to the foot of the bed -

and use only three
inches of water instead
of the standard 10. The
Los Angeles business-
man was able to get his
invention started with .
the help of a $250,000 .

GN0JIE) DINDIA/UDSIIA] BOUET

most
Echevama has been his own angel.: .
Bruce Vorhauer, the inventor of a contraceptwe ‘
polyurethane sponge, needed business angels to-

‘get his business off the ground and to rescue the- .
company five years later. Vorhauer, a vice-presi-'.

dent for research and development at American:
Hospital Supply, quit the company in 1975. It took.
$300,000 from a friend to launch vLI Corp. and two

years of experimentation in 2 Newport Beach, Ca-

lif., kitchen before others began to take notice. The -
Ford Foundation backed initial clinical tests in Mex-~
ico City, and in late 1977, drug giant G.D. Searle '
loaned vLI $400,000 interest free in exchange for

. rights to buy the company. Beset with internal

* problems, Searle dropped the project, but in 1979°

Schering-Plough signed- a - similar * deal. for a -

$180,000 loan. In early 1980 Schering- Plough S

" dropped out. :
“Two big drug compames had dropped me, re- . |

calls Vorhauer. “By the third quarter. of 1980, -

things were grim.” Butinlate 1980 a group of physin‘ .
cian friends raised $500, 000 in an R&D partnershipin -

-exchange for a 20% stake in the company. vir'sfirst
round of venture capital financing, $2 million worth, ..~
followed in 1981 from Golder, Thoma & Cressey, "
Continental Illinois, and the Sprout Group. Anaddi- -
* tional $3 million came through in 1982, and after the

borrowed $35,000 from .

own invention, a wa- .

sBa loan, but for the . -
part, AngEI S



Inventors dream of
running theirown -
companies. It’s hard fo_r'__ei::._

showed a small loss on sales of $110,000, and Mar-

- DA appfove‘d Vorhauer’s sponge in April, 1983, vLI
.- completed a $10 million private placement, The firm
‘netted another $26 million in a public offering under-

written by L.F. Rothschild, Unterberg & Towbin,
N.Y., that October. VLI today is engaged in a major

‘assault on' the contraceptive market, having
" launched a $5 million national advertising campaign
" for its Today sponge. VLI showed a loss of $2.9
million on sales of §8 mllhon through the first three .

quarters of 1984,
Not all inventors are ready to surrender control
or take a back seat. Inventors interested in keeping

* control and willing to pass up fast growth are likely
-to turn  to bootstrapping—generating capital from- .
"internal operations. Gardner Martin has boot-
+. strapped the production of his recumbent bicycle,
~which retails for $850. Martin's idea for the Tour

Easy developed out of his work with a cult of engi-
neers who design aerodynamic shells for bicycles
that race at Indianapolis and other speedways.

Aided by his wife and a partner, Martin subcon-’
" tracts manufacturing of the bicycle components and.
- assembles them in a Watsonville, Calif.,, barn

Founded in 1980, Easy Racers Inc. earned $30,000

on sales of $100,000 in ry 1983, and Martin didn't =

pay himself a salary. In Fy 1984, Easy Racers

o i

~them to step _a__s_sgdg _

tin did draw a paycheck. He's explonng the posmbll- §
ity of forming a limited partnershxp OF securing an’
sBA loan to finance a plan aimed at quadrupling sales.

“We're in a position now, that if we want to borrow 3

some money, we probably can,” he says. “I'm gomg p
to try to make $1 million in sales next year.”

R_ELY_ING ON HUSTLE

- For other inventors, like Boston’s John Adams, e

bootstrapping is a way of life. Adams’ career asan -~

inventor began when he was a student at Harvard. -

15 years ago. Adams is the inventor of an array of - - -
products, including book holders for bathtubs, fold-- -

able luggage carts, and a plastic grabber to protect .
fingers from Brillo pads. Adams Products and Re- -

search Co. incorporated in 1975, generates reve-: -

nues of “under $200,000” annua]]y from the manu-
facture and sale of the inventions, Adams says that .

he has made hundreds of thousands of dollars on.. - - § .
-some of his ideas, but “if you love mventmg, you »

find it gets eaten up with new projects.”. =~ .~ .
No millionaire; Adams relys on hustle to finance
his projects, cutting deals with banks, subcontrac--

tors, and business angels. He survives, he says, by.. )

constantly inventing new products and because of

+ the good will of those “who do not call in their.\

loans.”
To sell his patent, John Yount mventor of a -
method to chemically strip scrap fiberglass of its
resins, had to get the attention of a prospective
hcensee. 8o he wound up starting his own company.
Five years ago, Yount, now president of ].W. Yount
Corp., a distributor of chemical degreasers and
cleaners, in tiny Bullock, N.C., first tried to sell the
idea to 0wens~Cormng Flberglas which buries
25,000 Ibs. of scrap a day at a plant in Aiken, S.C.
“They told me to take a flying leap,” he says. Un-
daunted, he invested $25, 000 of his own money and
built a pilot plant himself. He began clearing $600 a

il day selling recycled fiber to such Owens-Corning

customers as GAF, That brought Owens-Corning
running The company paid him $15,000 for an op-
tion on the patent and built a large pilot facility in
Aiken for further testlng '
Bootstrapping isn't necessarily either smalt or
simple. John Kleppe's Scientific Engineering Instru-
ments Inc, has supported its R&D phase through a
combination of government contracts, corporate
R&D work, and the proceeds from the sale of one of
Kleppe’s former companies. The Sparks, Nev.,
company builds components for a remote data ac-
quisition network that relies on bouncing radio sig-
nals off meteorite trails. “Meteorburst” communj-
cations is, in fact, a little known but proven -
technology pioneered in the 1950s by military re-
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Most venture'eapita‘l: i

~ funds don’t welcome . .
inventors. Investors don’t*

. ;_""“-put money in ideas, says
' one consultant, they 8

searchers, The earth's atmosphere is bathed in bil-

lions of dust-size meteors, whose fiery arrivais on

earth leave ionized trails that can amplify a radio

" signal. In effect, meteor trails can do for free whata -

$150 million commmumcatlon satelhte is desngned
to do.

Crucial to Kleppe's network is a system of trans- '

" mitters that fire signals at randoinly timed intervals,

Called Popcorns, they transmit data up to 100 miles -

from the sites of remote sensors to a central station
that can then use meteorburst to send the informa-

tion anywhere within a 1,200-mile radius. Sales of -

- the five-year-old research firm were only $133, 000,
mostly from R&D contracts, in Fy 1984, but Kleppe
says he is angling for a $4.5 million contract with the

" Egyptian government to report water levels along

the Nile River. In July, 1984, the company raised

$750,000 in a pnvate placement “The problem
with marketing this,”
that it sounds so bizarre.” Still, Kleppe expects

sales to reach $21 million by 1987.

Increasingly inventors can go to Uncle Sam in- -

stead of near relations for funds. Several new gov-
ernment research programs have increased funding
for independent inventors.  But competition is in-
tense and some of the programs are slanted toward
inventors with established research facilities rather
than backyard tinkerers. Here, too, it seems inven-
tors are more likely to succeed in gettmg a grant 1f
_ they're part of a company. .

REFAVING FIGHWAYS

One government program sponsored by the Na-

tional Bureau of Standards and the Dept. of Energy

is aimed at lone inventors whose ideas might yield
energy savings. Out of 20,000 applications
screened by the NBs since 1975, 180 have received
grants totaling $14 million, says George Lewett,
NBs chief of the federal Office of Energy Related
Inventions. A study by Mohawk Research Corp.,
" Lake Forest, Iil., found that every dollar put into
the program generated $17 in sales and follow-on

private risk capital, The program has abudget of $5

million for Fy 985.

Among the beneficiaries of the federal grants is -

Dick Jeppson, a Carmel, Calif., inventor and entre-
preneur who has developed a vehicle to resurface
highways by melting the pavement with micro-
waves, remixing the asphalt, and rolling it out again.

“You can make a new highway with the materials .

already there,” says] eppson; who shares his patent

with Micro Dry Corp., a microwave drying equip- .
ment maker he founded in 1962 and subsequently .
sold. Jeppson's Microwave Pavement Heating Sys-
tems Corp. has used two federal grants totalmg.
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Kleppe acknowledges, “is

_._mvest m busmesses

$89,000 to refine the concept, ‘andhe is now seek- -

ing $3.3 million in venture capltal to develop afull- ;-

. scale prototype. - T AT
With passage of the Smail Business. Innovatnon e e e
and Development Act in July, 1982, the stage has- . = . '
been set for substantial increases in government. - -7
“funding of independent inventors. Small Business

Innovation Research (sBIR) grants totaling $125 mil- .~
lionwere awarded through 12 government agencies .
in Fy 1984, and the figures will rise to $450 miilion -

annually by Fy 1987, A National Science Foundation' = . - -
SEIR pilot program, launched with §1 millionin 1977, - - .- = .
yielded $8 of private investment for every federal .

doliar spent. Initial grants of $50,000 are designed

to fund proposals for six months. Second phase '
_ grants run up to $500,000. But program administra- - . . -
tors look for an equal commitment of third-party .

money before awarding a second phase grant.

. The government programs aren,t:dESigIled_ fm- SR
the backyard tinkerer. According to Roland Tib-

betts, SBIR Program manager at NSF, only 19% of his

-agency's grantees to date are one- or two-person . - EH
. firms. “If you don’t have a good research facility, - ..
forget it,” says Tibbets. “We >Te aiming at high risk, :

university-quality researc]

The SBIR program helped former IBM engineer . -

John Bates get his invention off the ground, but,

again, it took outside management to turn the idea-

into a substantial business. A $30,000 grant in 1981
helped the Endicott, N.Y., engineer build a model of
his voice recognition system, which he had devel-

oped at home for nearly a decade, The most signifi-. . " S
'+ cant contribution may have been the SBRR-spon-. .
sored seminar he attended in June, 1982, wherehe =~ "

met the speaker, businessman Peter Vollers.

Seven months later, Bates and Vollers founded -

Vois Inc. Through Vollers’ connections, the com- -
pany raised $100,000 with the sale of a nonexclu-. . -
sive license, and the firm expected to close a $2.5°

.rm]honR&Dpartnershlptobnngﬂleproducttomar e

ket in 1985. “Without strong professnonal and finan-

clal management help, he would still be in his base- .
‘ment,”

says consultant Burt Alimansky, who
helped arrange the financing.

- Today's entrepreneurial chmate bodes well for‘ &

the inventor, but i does not guarantee success. -
“The opportunities for an inventor to realize deliv-
ery into the marketplace have certainly increased,”
says Pepperdine’s Krasner, “but the potential of
that process contributing much more is great.”
“The greatest need in the process of innovation is

. practical education for inventors on how to get their . =

ided to market,” says the Bureau of Standards”

. George Lewett. “We can 0ut-mvent the rest of the

world,” says Udell, “but you've got to get people

. turned on—-—-there s got to be mcentwe. L O




By Seweryn Bialer

IKHAIL GORBACHEV has come to

M power in Moscow at a time of grave

crisis in the Soviet Union, The situa-

~ tion cries out for créative and forceful lead-

ership. But will Gorbachev be able to provide

it? Will a new Soviet leader really be able to
make a difference?

Gorbachev has inherited a non-competi-
tive Soviet economy that is in a terrible
state. A cumbersome system of central plan-
ning produces shoddy goods, and discour-
- ages any sort of creativity or technological
. innovation. The Soviet economy is simply in-
capable of participating in the high-tech,
electronic age.

The economic crisis is compounded by a
"social crisis, manifest in a catastrophic de-
cline of the work ethic and of discipline
among Soviet workers and managers. Cor-
ruption and drunkenness are rampant, Up-
ward mobility for the children of the Soviet
working classes, once a major stabilizing fac-

-tor in society, is declining precipitously. -

Workers’ children no longer can expect to
get higher education and better jobs than

their parents.
A pofitical crisis has also been obvious in
.the .paralysis of leadership of the last half
dozen years, when old leaders have proven
incapable of meeting the- many challenges
before them. Crisis is also evident in ideol-
- ogy. Marxism-Leninism has degenerated
into familiar, but irrelevant, sloganeering.
. With rare exceptions, Soviet books, movies
and plays are dreary representations of a
make-believe world of heroic workers and
selfless officials that few citizens even pre-

" tend to recognize as real.

" The most intriguing option available to
. Gorbachev and his colleagues under these
circumstances would be radical reform — a
‘broad and thorough overhaul of the economy

~
' ™~
b S
\

CAPITALIS M ,__._.D
@ (OMMUA#;:JM

Seweryn Bialer, professor of political science
at Columbia Unipersity, travels often fo the
Soviet Union.

and political institutions that would change
the fundamental operating principles of the

Soviet system. It would involve not a change .

in the system but of the system.

But logical as such an initiative might
seem to Western eyes — and tempting as it
may be for the new leadership in Moscow —
such sweeping change would face formidable
opposition from within the system. Radical
reforms can be attempted only by a brave,
seli-confident leader who is ready to assume
major risks, and can convince his coalition

¢
1

i i
that these risks ar&necessary.

To enter on sucH a road Gorbachev wouid
have to be as ruthiess and single-minded as
Joseph Stalin was With his “revolution from
above” in the 1930s, and as adroit a politi-
cian as was Nikita! Khrushchev in the first
seven years of his anti-Stalin campaign. For
while almost evefyone in Russia speaks
about the urgent need for reform, a radical
reform program in fact lacks a constituency
from below.

Nevertheless, the pessibility that Gorba-
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chev and his closest collaborators will at-
tempt radical changes cannot be excluded.
In the event they do, their policies are
likely to borrow from Hungary's successful
“new economic mechanism” or Yugoslavia's
“market socialism.” Those countries are
now ahead of other communist societies in
overall economic ~performance, consumer

satisfaction, ability to absorb Western tech--

nology and ability to adjust to changes in the
international marketplace.

. 8ee GORBACHEV,E2,Col 1




ment. The non-Russian naticns of
the Soviet Union wili not rebel. The
Soviet professional and middie
classes will not endanger their ca-
reers by dissent. The Soviet party
will not abdicate its dominant role.
The Soviet military will not plot-to
take over power. Yet the crisis of
the Soviset system is very real and if
the trend is not reversed it may lead
“in the future to an authentic crisis of
survival,

Assuming that a radical reform is
not i the cards for the 1980s, how
much can the Soviet domestic sys-
tem improve under Gorbachev? Gor-

- bachev need not transform the
Soviet Union to be a successful lead-
er, at least in the short term. For
the last seven or eight years, Russia
has been muddling down, Gorbachev
will be a success if he can merely
get the Soviet behemoth to muddle
up.

Outside of radical new policies,

there .are at least four other ap-
proaches that Gorbachev can consid-
er,

The first is the easiest — to
shake up the system by reinstituting
strong, vigorous, demanding central
leadership. This is already happen-
ing. The top decision-making and ex-
ecutive bodies, the politburo, the
Communist Party secretariat and
the council of ministers will - be
purged of the old or inefficient, who
will be replaced by the younger and
‘energetic of proven talent.

The authorities will crack down
on lax work habits and appeal to pa-
triotism and pride to cajole a better
performance out of the workforce,
They will revive the policy initiated
in the short-lived regime of Yuri An-
dropov of prosecuting cases of
brazen and large-scale corruption,
And they will try to teach modern
managerial technigues to many of
the nation's managers.

The second option is to reorder
national priorities and redistribute
existing resources.

Tinkering of this kind could have a
real impact, as one example — that
of energy — suggests. The major
thrust of the existing Soviet energy
program is to increase (despite soar-
ing costs) petroleum production in

the forbidding conditions of western -

Siberta, and to convert Soviet indus-
tnal consumers from oil to gas.

But, as we have learned in the in-
dustrial West, the most promising
and least costiy way to deal with the
energy problem is to promote con-

servation. In Russia, that would re- /

quire rewarding managers of indi-
vidual enterprises for using less
energy. But such an incentive would
be almost a contradiction in terms
for the Soviets, for whom more has
always meant better.
Changes in policy are also likelv in
agriculture. Chernenko announced
:‘&e_xtensive program to reclaim
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vast areas of margina) farmland, But
there is good reason to doubt the ef-
fectiveness of this policy, and Gorba-
chev could radically alter.it in favor
of intensifying production and im-
proving efficiency on existing farm-
land.

As much as 20 percent of the
average Soviet harvest is wasted for
want of adequate roads, trucks, raii-
road facilities, grain stlos and fertil-
izer storage. I expect Gorbachev to
concentrate on this problem,

make changes in Soviet or-

A ganizations and the bureauc-

racy. Near the end of his career,
Khrushchev tried to radically reor-
ganize the Communist Party's huge
bureaucracy. Other party officials
resisted, and Khrushchev’s tinkering
was used against him by those who
removed him from power in 1964.
Khrushcehv's “harebrained
schemes” are now iamous in the
Soviet Union, and their bad reputa-
tion will discourage Gorbachev from
doin ch in this realm.

third option would be to

might concentrate on the agencies
and organizations that deal with new
technology and foreign trade. The
Soviets have never been able to get
branches of the Academy of Science
that are concerned with new tech-
nology toe work closely with govern-

Manager actually resists in-
troducimg new_technology, because

he can fulfill his gquotas with the
eqy@%n_t_zm/_e_m.mdmm_af @ the injzoduck]
new and more efficient technology

sOr  machinery  would just mean

V higher guotas,

Gorbachev may also try to break
down the the sharp divisions be-
tween the civilian and military

If Gorbachev does tnker—Hh ~ell‘

-

economies, 50 the better-organized
military sector can heip the civilian
side become more efficient. He
could have military factories manu-
factureconsumer durables such -as
appliances. Or he could have the
more talented military production
managers help civilian factories.

In agriculture, Andropov sent
agricultural contract brigades to
many collective farms, particularly
in the important farming areas of
Georgia and Armenia, Relatively
smalt groups of collective farmers
are assigned plots of land and agri-
cuitural implements. They sign
praduction contracts with the gov-
ernment and are guaranteed re-
wards when they exceed quotas.
This system could be improved and
expanded. '

A fourth option is to allow a little

- private enterprise,

- Inadequate services in cities, from

plumbing to shoe repair to small res- .
taurants, could use a dose of private .

initiative, The poor quality of these
services, which has given rise to a
large illegal (or semilegal) “second
economy,” conftributes to inflation-
ary pressures and frustrations in
everyday life. Allowing private serv-
ices would depart from traditional
communist ideologically. But such
businesses would only exist at the

margins of the economy, and would .

not endanger the party and state's
political control over the economy as
a whole.

he timidity of Soviet leaders
has prevented such reforms in

the past, This failure is an ex-

ample of the psychology of Soviet
functionaries. for whom the concept

‘of “spontaneity™ is still a taboo, and

who are aghast at the idea that any-
thing could exist in Russia which is
not entirely under their control.
Breaking out from these psychologi-
cal restrictions s a necessary
precondition for reform.

‘Nevertheless, I would not dismiss
all the reform steps that the new
leader may undertake as mere cos-
metic changes. Their cumulative ef.
fect may improve the Soviet domes-
tic situation and even arrest the de-
clining performance. :

To a decisive degree, their effec-
tiveness will depend on the strength
of will, persistence and vision of
Gorbachev himself, and particularly
on his ability to shape a coalition
within the Soviet hierarchy that is
committed to reforms, both because
of its loyalty to Gorbachev and be-
cause of its conviction that change 1s
what Russia needs,

The outcome of Gorbachev’s bat-
tle with bureaucratic inertia, politi-
cal conservatism, ideological exhaus-
tion and the present mood of pessi-
mism will define to a large degree

not only the Soviet domestic situa- .

tion. but also its international
standing and aspirations.




Will Russia Dare Clean Up Its Economic Mess?

By Seweryn Bialer

power in Moscow at a time of grave
crisis in the Soviet Union. The situa-
_tion cries out for creative and forceful lead-
ership. But will Gorbachev be able to provide
it? Will a new Soviet leader really be able to
make a difference?

Gorbachev has inherited a non-competi-
tive Soviet. economy that is in a terrible
state. A cumbersome system of central plan-
ning produces shoddy goods, and discour-
- ages any sort of creativity or technological
. innovation. The Soviet economy is simply in-

capable of participating in the high-tech,
- electronic age.

The economic crisis is compounded by a
social crisis, manifest in a catastrophic de-
cline of the work ethic and of discipline
among Soviet workers and managers. Cor-
ruption and drunkenness are rampant. Up-
ward mobility for the children of the Soviet
working classes, once a major stabilizing fac-
tor in society, is declining precipitously.
Workers’ children no longer can expect to
get higher education and better jobs than
their parents.

A political crisis has also been obvious in
the paralysis of leadership of the last half
dozen years, when old leaders have proven
incapable of meeting the many challenges
before them. Crisis is also evident in ideol-
ogy. Marxism-Leninism has degenerated
into familiar, but irrelevant, sloganeering.
* With rare exceptions, Soviet books, movies
and plays are dreary representations of a
make-believe world of heroic workers and
selffess officials that few citizens even pre-
tend to recognize as real.

The most intriguing option available to
Gorbachev and his colleagues under these
circumstances would be radical reform — a
- broad and thorough overhaul of the economy
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Seweryn Bialer, professor of political science
at Columbia University, travels often to the
Saviet Union.

and political institutions that would change

the fundamental operating principles of the

- Soviet system. It would involve not a change

in the system but of the system.

But logical as such an initiative might
seem to Western eyes — and tempting as it
may be for the new leadership in Moscow —
such sweeping change would face formidable
opposition from within the system. Radical
reforms can be attempted only by a brave,
self-confident leader who is ready to assume
major risks, and can convince his coafition

e

Mmoo, o

that these risks arénecessary.

To enter on sucH a road Gorbachev would
have to be as ruthless and single-minded as
Joseph Stalin was Wwith his “revolution from
above’ in the 1930s, and as adroit a politi-
cian as was Nikital Khrushchev in the first
seven years of his anti-Stalin campaign. For
while almost evefyone in Russia speaks
about the urgent rieed for reform, a radical
reform program in.fact lacks a constituency
from below.

Nevertheless, the possibility that Gorba-

BY MARIS EISHOFS FOR THE WASHINGTON POST

chev and his closest collaborators will at-
tempt radical changes cannot be excluded.

In the event they do, their policies are
likely to borrow from Hungary's successful
“‘new economic mechanism” or Yugoslavia's
“market socialism.” Those countries are
now ahead of other communist societies in
overall economic performance, consumer
satisfaction, ability to absorb Western tech-
nology and ability to adjust to changes in the :
international marketplace,

"See GORBACHEV, K2, Col. 1




ment. The non-Russian nations of
the Saviet Union will not rebel. The
Soviet professional and middle
classes will not endanger their ca-
reers by dissent. The Soviet party
will not abdicate its dominant role.
The Soviet military will not plot to
take over power. Yet the crisis of
the Soviet system is very real and if
the trend is not reversed it may lead
in the future to an authentic crisis of
survival,

Assuming that a radical reform is
not in the cards for the 1980s, how
much can the Soviet domestic sys-
tem improve under Gorbachev? Gor-
bachev. need not transform the
Soviet Union to be a successful lead-
er, at least in the short term. For
the last seven or eight years, Russia
has been muddling down, Gorbachev
will be a success if he can merely
get the Soviet behemoth to muddle
up.
Qutside of radical new policies,
there are at least four other ap-
proaches that Gorbachev can consid-
er. :

The first is the easiest - to
shake up the systemn hy reinstituting
strong, vigorous, demanding central
leadership. This is already happen-
ing. The top decision-making and ex-
ecutive: bodies, the politburo, the
Communist Party secretariat and
the council of ministers will be
purged of the old or inefficient, who
will be replaced by the younger and

" energetic of proven talent,

The authorities will crack down
on lax work habits and appeal to pa-
trictism and pride to cajole a better
performance out of the workforce,
They will revive the policy initiated
in the short-lived regime of Yuri An-
dropov - of prosecuting cases of
brazen and large-scale corruption,
And they will try to teach modern
managerial techniques to many of
the nation's managers,

The second option is to reorder
national. priorities and redistribute
existing resources. .

Tinkering of this kind could have a
real impact, as one example — that
of energy — suggests. The major
thrust of the existing Soviet energy
program is to increase (gespite soar-
ing costs} petroleum production in
the forbidding conditions of western
Siberia, and to convert Soviet indus-
triai consumers from oil to gas.

But, as we have learned in the in-
dustrial West, the most promising
and least costly way to deal with the
energy problem is to promote con-
servation. In Russia, that would re-
quire rewarding managers of indi-
vidual enterprises for using less
energy. But such an incentive would
be almost 2 centradiction in terms
for the Soviets, for whom more has
ahways meant better,

Changes in policy are also likely in
agriculture. Chernenko announced

%&xtepswe program to reclaim
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vast areas of marginal farmland. But
there is good reason to doubt the ef-
fectiveness of this policy, and Gorba-
chev could radically alter.it in favor
of intensifying preduction and im-
pro(}fing efficiency on existing farm-
land.

As much as 20 percent of the
average Soviet harvest is wasted for
want of adequate roads, trucks, rail-
road facilities, grain silos and fertil-
izer storage. | expect Gorbachev to
concentrate on this problem, -

third option would' be to
make changes in Soviet or-
ganizations and the bureauc-
racy. Near the end of his career,
Khrushchev tried to radically reor-
ganize the Communist Party’s huge
bureaucracy. Other party officials
resisted, and Khrushchev's tinkering
was used against him by those who
removed him from power in 1964,
Khrushcehv's “harebrained
schemes” are now iamous in the
Soviet Union, and their bad reputa-
tion will discourage Gorbachev from
doi ch in this realm. o
If Gorbachev™ does tnkar~Te
might concentrate on the agencies
and organizations that deal with new
“technology and foreign trade. The
Soviets have never been able to get
branches of the Academy of Science
that are concerned with new tech-
nology to work closely with govern-
ments ministries concerned with
running t my.

$ matters ] €
) manager actually resists in-

troducing fiéw_technology, because

he can fullill his quotas with the
eqw dthe introduct]
néw and more efficient_technology
/or “MAcRErY would just  mean
nigher quotas,

Gorbachev may also try to break
down the the sharp divisions be-
tween the civilian and military

-

econamies, so the better-organized
military sector can help the civilian
side become more efficient. He
could have military factories manu-
factureconsumer durables such -as
appliances. Or he could have the
more talented military production
managers help civilian factories.

In agriculture, Andropov sent
agricultural contract brigades to
many collective farms, particularly
in the important farming areas of
Georgia and Armenia. Relatively
small groups of coliective farmers
are assigned plots of land and agri-
cultural implements. They sign

- praduction contracts with the gov-

ernment and are guaranteed re-
wards when they exceed quotas.
This system could be improved and
expanded,

- A fourth option is to allow a little
private enterprise.

Inadequate services in cities, from
plurnbing to shoe repair to small res-
taurants, could use a dose of private
initiative, The poor quality of these
services, which has given rise to a
large illegal {or semilegal) “second
economy,” contributes to inflation-
ary pressures and frustrations in
everyday-life. Allowing private serv-
ices would depart from traditional
communist - ideologically, But such
businesses would only exist at the
margins of the economy, and would
not endanger the party and state’s
political control over the economy as
a whole.

[ he timidity of Soviet leaders
‘§ has prevented such reforms in
the past. This failure is an ex-

ample of the psychology of Soviet
functionaries for whom the concept

‘of “spontaneity” is still a taboo, and
who are aghast at the idea that any-

thing could exist in Russia which is
not entirely under their control.
Breazking out from these psychologi-
cal restrictions is ‘a .necessary
precondition for reform.
Nevertheless, | would not dismiss
afl the reform steps that the new
leader may undertake as mere cos-

metic changes. Their cumulative ef- .

fect may improve the Soviet domes-
tic situation and even arrest the de-
clining performance. !

To a decisive degree, their effec-
tiveness will depend on the strength
of will, persistence and vision of
Gorbachev himself, and particularly
on his ability to shape a coalition
within the Soviet hierarchy that is
committed to reforms, both because
of its loyalty to Gorbachev and be-
cause of its conviction that change is
what Russia needs.

The outcome of Gorbachev’s bat-
tle with bureaucratic inertia, politi-
cal conservatism, ideological exhaus-
tion and the present mood of pessi-
nusm will define to a large degree
not only the Soviet domestic situa-
tion but alse its international
standing and aspirations.




By Seweryn Bialer

IKHAIL GORBACHEY has come to

power in Moscow at a time of grave

crisis in the Soviet Union. The situa-
tion cries out for creative and forceful lead-
ership. But will Gorbachev be able to provide
it? Will a new Soviet leader really be able to
make a difference?

Gorbachev has inherited a non-competi-
tive Soviet economy that is in a terrible
state. A cumbersome system of central plan-
ning produces shoddy goods, and discour-
ages any sort of creativity or technological
innovation. The Soviet economy is simply in-
capable of participating in the high-tech,
electronic age.

The economic crisis is compounded by a
social crisis, manifest in a catastrophic de-
cline of the work ethic and of discipline
among Soviet workers and managers. Cor-
ruption and drunkenness are rampant. Up-
ward mobhility for the children of the Soviet
working classes, once a major stabilizing fac-

tor in society, is declining precipitously.-

Workers' children no longer can expect to
get higher education and better jobs than
their parents.

A political crisis has also been obvious in
the paralysis of leadership of the last half
dozen years, when old léaders have proven
incapable of meeting the many challenges

before them. Crisis is also evident in ideol- -

ogy. Marxism-Leninism has degenerated

into familiar, but irrelevant, sloganeering. -

With rare exceptions, Soviet books, movies
and plays are dreary representations of a

" make-believe world of heroic workers and

selfless officials that few citizens even pre-
tend to recognize as real.

The most intriguing option available to
Gorbachev and his colleagues under these
circumstances would be radical reform - a
broad and thorough overhaul of the economy
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Seweryn Bialer, professor of pelitical science
at Columbra University, travels often to the
Soviet Union.

and political institutions that would chaiige
the fundamental operating principles of the

Soviet system. It would involve not a change

in the system but of the system.

But logical as: such an initiative . might
seem to Western eyes — and tempting as it
may be for the new leadership in Moscow —
such sweeping change would face formidable
opposition from within the system. Radical
reforms can be attempted only by a brave,
self-confident leader who is ready to assume
major risks, and can convince his coalition

E A

that these risks ar necessary.

To enter on sucia road Gorbachev would
have to be as ruthless and smgle -minded as
Joseph Stalin was with his “revolution from
above’” in the 193(Qs, and as adroit a politi-
cian as was Nikita] Khrushchev in the first
seven years of his anti-Stalin campaign. For
while almost evéfyone in Russia speaks
about the urgent rieed for reform, a radical
reform program in.fact lacks a constituency
from below,

Nevertheless, thee possibility that Gorba-
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chev and his closest collaborators will at-
tempt radical changes cannot be excluded.

In the event they do, their policies are
likely to borrow from Hungary s successful
“new economic mechanism” or Yugoslavia's
“market socialism.” Those countries are
now ahead of other communist societies in
overall economic performance, consumer
satisfaction, ability to absorb Western tech-
nology and ability to adjust to changes in the
international marketplace,

‘See GORBACHEV, K2, Col. 1
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Risks of Reforming Russia

GORBACHEV, From K1

The most recent, dramatic exam-
ple of radical reform in progress is
‘the People’s Republic of China,
-where collective farms have been
dissolved and peasants are working
on their own farms, and where in-
dustry is being reformed to give
more independence to factory man-
agers, make prices more realistic,
reduce government subsidies and
accept more foreing investment,

However, domestic and interna-
“tional conditions in the Soviet Union
are different from those in Hungary
-or China, where non-Hungarian or
.-non-Chinese minorities compose
-only a-small percentage of the popu-
‘lation. The Soviet Union, by con-
‘trast, is a collection of diverse na-
tionalittes.. Almost half the popula.
-tion is non-Russian-and could be ex-
pected to take advantage of any eco-
-nomic decentralization to gain more
political independence, The possibil-
ity of such loss of central controf
aver the Soviet Union's non-Russian
people raises risks few Russians are
prepared to entertain. -
© Often in the West the foes of re-
form are identified as the top eppa-
ratchiki, the high-level party lead-
ers, while the supporters of reform
are identified as the managers of
" factories and collective farms, and
the professionals within the system.,

It is my opinion that such a pic-
ture is greatly distorted. As Ger-
trude Schroeder, a leading U.S. ex-
pert on the Soviet economic system,
has remarked: “After 60 years of
experience with the socialist econ-
omy run by government agencies

. . nearly everyone seems to have
-found ways to turn its shortcomings
~to individual advantage.” ]

Soviet managers can hardly be de-
scribed- as supporters of radical re-

fornt, T entire education, ex-
perie it pertise has prepared

them T¢ work within the system as.it
ig and to exploit for personal benefit

its_looph and irrationalities. A
change of the system would nullify
their entire expertise anﬁﬂupardu' e
thelr very jobs ifl TaVor of the young-
er, the better-educated and more
adroit. .

“ The government bureaucracies
ar A ¥e1r local units would lose their
r.ason to exist’and would Shrink in
sizé. They would be reduced to ac-
cotnfing rather than Jeading. The
lower- _and middle-level bureau-
crats would see their power dimimn-
ished in favor of the poawer of the

Moreover, the experts who advo-
cate economic reforms. are divided
about the kind of reform they would
like to see, a fact that could neutral-
ize their influence. If the profes-
sional groups continue to speak in a
divided wvoice, both proponents and
opponents of radical reform within
the leadership will be able to find
and mobilize experts for their re-
spective positions.

he most serious obstacles to

radical reform are political,

To adjust the prices of goods

and services to realistic levels, for

example, the enormous state subsi-

dies of basic food items, apartment

rents and transportation will have to
be abolished or cut drastically.

This would require the imposition

of a harsh austerity regimen on the

Soviet pecple long before any major

beneficial results of the reform were
tangible. The lessons of Poland and
its free-trade union “Solidarity”
movement — which arose when the
government tried to raise prices of
basic goods such as food to realistic
levels — probably teach the Soviet
leadership to be extremely wary of
such changes,

Finally, radical reform could affect
the stability of Eastern Europe.
Radical changes in the Soviet Union
would encourage all reformers and
liberals there to press for greater
(and politically more dangerous)

changes in their own countries.

Even if he is determined to do
something radical, Gorbachev could
only act after painstaking and time-
consuming preparations. Sweeping
changes would -be more likely in the
1990s than in the remainder of this
decade.

Considering all these barriers, a
revolution may wel] be easier than a
reform -— or a radical reform might
become the equivalent of a revolu-
tion, Recognizing this, many in Rus-
sia and the West who are skeptical
about the chances that even a new,
young and energetic leadership will
embark on such a potentially dan-
gerous enterprise, often speak of a

~ “partial”’ radical reform,

But a radical reform cannot he
partial; it cannot be successful when
introduced in small, gradual steps,
The courage — and the wisdom —
of the present Chinese leadership-is.
reflected in their decision not to plan
a piecemeal reform'but to opt for
comprehensive change of the ece-
nomic system as a whole.

he magnitude and variety of

domestic problems besieging

the Soviet Union lead some
Western commentators to proclaim,
if not the imminent demise of the
Soviet system, then at least the
growing probability of a revolution-
ary crisis, But I am deeply convinced
that their judgment about the nature
of the Soviet domestic crisis is
faulty.

The Soviet Union is not threat-
ened with coliapse, Soviet survival is
not in doubt; Soviet effectiveness is.
Decline can still be slowed or even
reversed. This is a far cry from
recapturing a new and lasting Soviet
dynamism, but it is also far removed

- from any danger of disintegration.

The Soviet Union is not, and will
not soon be, in a prerevolutionary
situation, The Russian working ctass
will not create a ‘‘Solidarity” move-




-ment. : The non-Russian nations of
the Soviet Union will not rebel. The
Soviet professional and middle
classes will not endanger their ca-
reers by dissent. The Soviet party
-wilt not - abdicate its dominant role,
The Soviet military will not plot to
take over power, Yet the crisis of
the Soviet system is very real and of
the trend is not reversed it may lead
in the future to an authentic crisis of
survival,

Assuming that a radical reform is

not in the cards for the 1980s, how -

-much can the Soviet domeéstic sys-
tem improve under Gorbachev? Gor-
bachev. need not transform the
Soviet Unjon to be a successful lead-
er, at least in the short term. For
the last seven or eight years, Russia
has been muddling down, Gorbachev
will be' a success if he can merely
get the Soviet behemoth to muddle
up, ' ‘
Qutside of radicai new policies,
there are at least four other ap-
proaches that Gorbachev car: eonsid-
er, -
The first is the easiest — to
shake up the system by reinstituting
strong, vigorous, demanding central
leadership, This is already happen-
ing. The top decision-making and ex-
ecutive; bodies, the politburo, the
Communist Party secretariat and
the council of ministers will be
purged of the old or inefficient, who
will be repiaced by the younger and
energetic of proven talent.

The authorities will crack down
on lax work habits and appeal to pa-
triotism.and pride to cajole a better
perfarmance out of the workforce.
They will revive the policy initiated
in the short-lived regime of Yuri An-

dropov - of prosecuting cases of

brazen and large-scale corruption.
And they will try to teach modern
managerial techniques to many of
the nation's managers.

" The second option is to reorder
national pricrities and redistribute
existing resources.

Tinkering of this kind could have a
real impact, as one example — that
of energy — suggests. The major
thrust of the existing Soviet energy
program is to increase (despite soar-
ing costs) petroleum production in
the forbidding conditions of western
Siberia, and to convert Seviet indus-
trial consumers from oil to gas.

But, as we have learned in'the in-
dustrial West, the most promising
and least costly way to deal with the
energy problem is to promote con-
servation. In Russia, that would re-
quire rewarding managers of indi-
vidual enterprises for using less
energy. But such an incentive would
be almost a contradiction in terms
for the Soviets, for whom more has
always meant better, '

Changes in policy are also likety in

agriculture, Chernenko announced
_,gxtensive program to reclaim

-
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vast areas of marginal farmland. But
there is good reason to doubt the ef-
fectiveness of this policy, and Gorba-
chev could radically alter.it in favor
of intensifying production and im-
pro;ing efficiency on existing farm-
land.

As much as 20 percent of the
average Soviet harvest is wasted for
want of adequate roads, trucks, rail-
road facilities, grain silos and fertil-
izer storage. I expect Gorbachev to
concentrate on this problem,

third option would be to
make changes in Soviet or-

ganizations and the bureauc-
.racy. Near the end of his career,
Khrushchev tried to radically reor-

ganize the Communist Party’s huge.

bureaucracy, Other party officials
resisted, and Khrushchev’s tinkering
was used against him by those who
removed him from power in 1964.
‘Khrushcehv's “harebrained
schemes™ are now iamous in the
Soviet Union, and their bad reputa-
tion will discourage Gorbachev from
doi ch in this realm.

might concentrate on the agencies
and organizations that deal with new
technology -and foreign trade. The
Soviets have never been able to get
branches of the Academy of Science
that are concerned with new tech-
nology to work closely with govern-
ments ministries concerned with
running t .
s matters =

a Mmanager actually resists In-
troducing new _technology, because

he can fulfil his quofas with the
eqwm g The introducyi
néw ang more efficient technology
(Or ~machinery  would just mean
higher guotas,

If Gorbachev does Tn 37|

Gorbachev may also try to break .

down the the sharp divisions be-
tween the civillan and military

-

economies, so the better-organized
military sector can help the ¢ivilian
side become more efficient. He
could have military factaries manu-
factureconsumer durables such *as
appliances. Or he could have the
more talented military production

. managers help civilian factories.

In agricutture, Andropov sent
agricultural contract brigades to
many collective farms, particularly
in the important farming areas of
Georgia "'and Armenia. Relatively
small groups of collective farmers
are assigned plots of land and agri-
cultural. implements. They sign
preduction contracts with the gov-
ernment and are guaranteed re-
wards when they exceed quotas.
This system could be improved and
expanded.

A fourth option is to allow a little
private enterprise,

Inadequate services in cities, from
plumbing to shoe repair to small res-
taurants, could use a dose of private
initiative, The poor quality of these
services, which has given rise to a
large illegal (or semilegal) “second
economy,” contributes to inflation-
ary pressures and frustrations in
everyday life. Allowing private serv-
ices would depart from traditional
communist ideologically. But . such
businesses would only exist at the
margins of the economy, and would
not endanger the party and state’s
political control over the economy as
a whole,

he timidity of Soviet leaders
has prevented such reforms in

the past, This failure is an ex-

ample of the psychalogy of Soviet
functionaries for whom the concept

‘of “spontaneity’” is still a taboo, and

who are aghast at the idea that any-
thing couid exist in Russia which is
not entirely under their control.
Breaking out from these psychologi-
cal restrictions
precondition for reform. ‘

‘Nevertheless, I would not disiniss
all the reform steps that the new
leader may undertake as mere cos-
metic changes. Their cumulative ef-
fect may improve the Soviet domes-
tic situation and even arrest the de-
clining performance.

To a decisive degree, their effec-
tiveness will depend on the strength
of will, persistence and vision of
Gorbachev himself, and particularly
on his ability to shape a coalition
within the Soviet hierarchy that is
committed to reforms, both because
of its loyalty to Gorbachev and be-
cause of its conviction that change is
what Russia needs. _

The outcome of Gorbachev's bat-
tie with bureaucratic inertia, politi-
cal conservatism, ideological exhaus-
tion and the present mood of pessi-
mism will define to a large degree
not only the Soviet domestic situa-
tion but alse its international
standing and aspirations.

is a necessary




Will Russia Dare Clean Up Its Economic Mess?

By Seweryn Bialer

power in Moscow at a time of grave

crisis in the Soviet Union. The situa-

_ tion cries out for creative and forceful lead-

ership. But will Gorbachev be abie to provide

it? Will a new Soviet leader really be able to
make a difference?

Gorbachev has inherited a non-competi-
tive Soviet economy that is in a terrible
state. A cumbersome system of central plan-
ning produces shoddy goods, and discour-
ages any sort of creativity or technological
innovation. The Soviet economy is simply in-
capable of participating in the high-tech,
electronic age.

The economic crisis is compounded by a
soctal crisis, manifest in a catastrophic de-
cline of the work ethic and of discipline
among Soviet workers and managers. Cor-
ruption and drunkenness are rampant. Up-
ward mobility for the children of the Soviet
working classes, once a major stabilizing fac-
tor in society, is declining precipitously.
Workers’ children no longer can expect to
get higher education and better jobs than
their parents.

A political crisis has also been obvious in
the paralysis of leadership of the last half
dozen years, when old leaders have proven
incapable of meeting the many challenges
before them, Crisis is also evident in ideol-
ogy. Marxism-Leninism has degenerated
into familiar, but irrelevant, sloganeering.
With rare exceptions, Soviet books, movies
and plays are dreary representations of a

M TKHAIL GORBACHEV has come to

- ~make-belteve world of heroic workers and’

selfless officials that few citizens even pre-
tend to recognize as real.

‘The most intriguing option available to-
Gorbachev and his colleagues under these .

circumstances would be radical reform — a
broad and thorough overhaul of the economy
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" Seweryn Bialer, professor of political science
at Coiumbia University, travels often to the
" Sopiet Union.

and political institutions that would change
the fundamental operating principles of the
Soviet system. It would invelve not a change

.in-the system but of the system.

But logical as such an initiative rmght
seem to Western eyes — and tempting as it
may be for the new leadership in Moscow —
such sweeping change would face formidable
opposition from within the system. Radical
reforms can be attempted only by a brave,
self-confident leader who is ready to assume
major risks, and can convince his coalition

£SO

To enter on sucl a road Gorbachev would
have to be as ruthless and single-minded as

.that these risks arﬁ:ecessary

.. Joseph Stalin was: ﬁl_ith his “revolution from

above” in the 193Qs, and as adroit a politi-
cian as was Nikita| Khrushchev in the first
seven years of his anti-Stalin campaign. For
while almost evetyone in Russia’ speaks
ahout the urgent fieed for reform, a radical
reform program in fact lacks a constituency
from below.

Nevertheless, the possibility that Gorba-

BY MARIS BISHOFS FOR THE WASHINGTON FOST

chev and his closest collaborators will at-

tempt radical changes cannot be excluded.
In the event they do, their policies are

“new economic mechanism” or Yugoslav:a s
“market socialism.” Those countries are
now ahead of other communist societies in
overall economic performance, consumer
satisfaction, ability to absorb Western tech-
nology and ability to adjust to changes in the
international marketplace. -

‘See GORBACHEV, K2, Col. 1

likely to borrow from Hungary’s successful
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The most recent, dramatic exam-
ple of radical reform in progress is
the People’s Republic of China,

-where collective farms have been

dissolved and peasants are working
on their own farms, and where in-
dustry is being reformed to give
more independence to factory man-
agers, make prices more realistic,

reduce - government subsidies and

accept more foreing investment,
However, domestic and interna-

.tional conditions in the Soviet Union
-are different from those in Hungary
ror China, where non-Hungarian or

non-Chinese minorities compose

-only a'small percentage of the popu-
‘fation. The Soviet Union, by con-
‘trast, is a collection of diverse na-
-tionalities.  Almost haif the popula-
“tion is non-Russian-and could be ex-

pected to take advantage of any eco-
nomic decentralization to gain more

-political independence. The possibil-
ity of such loss of central control -

over the Soviet Union’s non-Russian
people raises risks few Russians are
prepared to entertain.

Often in the West the foes of re-
form are identified as the top eppa-
ratchiki, the high-level party lead-
ers, while the supporters of reform

_are identified as the managers of

factories and collective farms, and
the professionals within the system.
It is my opinion that such a pic-

ture is- greatly distorted. As Ger-
. trude Schroeder, a leading U.S. ex-

pert on the Soviet economic system,
has remarked: “After 60 years of
experience with the socialist econ-
omy run by government agencies

. nearly everyone seems to have
found ways to turn its shortcomings
to individual advantage.”

Soviet managers can hardly be de-
scribed: as supporters ol radical re-
oWentxre EdnTation,  ex-
peTiENtE an 1€ has prepare

efm {0 Wor| within the system ag,it
ig and to &xploit for personal benefit

its_tooph and irrat] jes. A
change of the system would nullify
thelr entire expertise and f@opardize
their very jobs i tavor of the young-
er; the better-educated and more
adroit.

The government bureaucracies
ar AT local units would [0se their

r.ason to exist and would shrink in

sizeé. They would be reduced to ac-
counting rather 11
lower- iddle-tevel bureau-
crats would see their power dimin-
ished in favor of the power of the

Moreover, the experts who advo-
cate economic reforms are divided
about the kind of reform they would
like to see, a fact that could neutral-
ize their influence. If the profes-
sional groups continue to speak in a
divided voice, both proponents and
opponents of radical reform within
the leadership will be able to find
and mobilize experts for their re-
spective positions,

he most serious obstacles to

radical reform are political.

To adjust the prices of goods
and services to realistic levels, for
example, the enormous state subsi-
dies of basic food items, apartment
rents and transportation will have to
be abolished or cut drastically.

This would require the imposition
of a harsh austerity regimen on the
Soviet people long before any major
beneficial results of the reform were
tangible, The lessons of Poland and
its free-trade union “Solidarity”
movement — which arose when the
government tried to raise prices of
basic goods such as food to realistic
levels — probably teach the Soviet
leadership to be extremely wary of
such changes,

Finally, radical reform could affect
the stability of Eastern Europe.
Radical changes in the Soviet Union
would encourage all reformers and
liberals there to press for greater

(and politically more dangerous)

ng. lne’

Risks of Reformmg Russia

changes in thelr own countries.

Even if he is determined to do
something radical, Gorbachev could
only act after painstaking and time-
consuming preparations. Sweeping
changes would be more likely in the
1990s than n the remainder of this
decade,

Considering all these barriers, a
revolution may well be easier than a
reform — or a radical reform might
becorhe the equivalent of a revolu-
tion. Recognizing this, many in Rus-
sia and the West who are skeptical
about the chances that even a new,
young and energetic leadership will
embark on such a potentially dan-
gerous enterprise, often speak of a
“partial” radical reform, :

- But a radical reform cannot be

partial; it cannot be successful when
introduced in small, gradual steps.

The courage — and the wisdom —

of the present Chinese leadership-is

reflected in their decision not to plan

a piecemeal reform but to opt for

comprehensive change of the eco-

nomic system as a whole,

he magnitude and variety of

domestic problems besieging

-the Soviet Union lead some
Western commentators o proclaim,
if not the imminent demise of the
Soviet system, then at least the
growing probability of a revelution-
ary crisis. But I am deeply convinced
that their judgment about the nature
of the Soviet domestic crisis is
faulty.

The Soviet Union is not threat-
ened with collapse. Soviet survival is
not in doubt; Soviet effectiveness is.
Decline can still be slowed or even
reversed. This is a far cry from
recapturing a new and lasting Soviet
dynamism, but it is also far remaved
from any danger of disintegration,

The Soviet Union is not, and will
not soon be, in a prerevolutionary

- situation, The Russian working class

will not create a “Solidarity’ move-




ment. The non-Russian nations of
the Soviet Union will not rebel. The
Soviet professional and middle
classes will not endanger their ca-
reers by dissent. The Soviet party
will not abdicate its dominant role,
The Soviet malitary will not plot to
take over power. Yet the crisis of
the Soviet system is very real and
the trend is not reversed it may lead
in the future to an authentic crisis of
survival,

Assuming that a radical reform is
not in the cards for the 1980s, how
much can the Soviet domestic sys-
tem improve under Gorbachev? Gor-
bachev need not transform the
Soviet Union to be a successful lead-
er, at least in the short term. For
the last seven or eight years, Russia
has been muddiing down, Gorbachev
will be a success if he can merely
get the Soviet behemoth to muddle
up,
Outside of radical new palicies,
there are at least four other ap-
proaches that Garbachev can consid-
er, .

The first is the easiest — to
shake up the system. by reinstituting
strong, vigorous, demanding centraj
leadership. This is already happen-

_ ing. The top decision-making and ex-

ecutive bodies, the politburo, the
Communist Party secretariat and
the council of ministers will be
purged of the old or inefficient, who
will be replaced by the younger and
_energetic of proven talent,

The authorities will crack down
on lax work habits and appeal to pa-
triotism and pride to cajole a better
performance out of the workforce,
They will revive the policy initiated
in the short-lived regime of Yuri An-
dropov of prosecuting cases of
brazen and large-scale corruption.
And they will try to teach modern
managerial techniques to many of
the nation's managers.

The second option is to reorder
_national priorities and redistribute
existing resources,

Tinkering of this kind could have a
real impact, as one example — that
of energy — suggests. The major
thrust of the existing Soviet energy
program is to increase (despite soar-
ing costs) petroleum production in
the forbidding conditions of western
Siberia, and to canvert Soviet indus-
trial consumers from oil to gas.

. But, as we have learned in the.in-
dustrial West, the most promising
and least costly way to deal with the
energy problem is to promote con-

servation. In Russia, that woulg re- /

quire rewarding managers of indi-
vidual enterprises for using less
energy. But such an incentive would
be almost a contradiction in terms
for the Soviets, for whom more has
always meant better. _
Changes in policy are also likely in
agriculture. Chernenko announced
-%ﬁxtenswe program to reclaim

cor " machinery  would just

higher guotas,

MIKHAIL GORBACHEYV

vast areas of marginal farmiand. But
there is good reason to doubt the ef-
fectiveness of this policy, and Gorba-
chev could radically alter.it in favor
of intensifying production and im-
proving efficiency on existing farm-
land.

As much as 20 percent of the

average Soviet harvest is wasted for
want of adequate roads, trucks, rail-
road facilities, grain silos and fertil-
izer storage, I expect Gorbachev to
concentrate on this problem.

make changes in Soviet or-

A ganizations and the bureauc-

racy. Near the end of his career,
Khrushchev tried to radically reor-
ganize the Communist Party's huge
bureaucracy. Other party officials
resisted, and Khrushchev's tinkering
was used against him by those who
removed him from power in 1964,
Khrushcehv’s ““harebrained
schemes™ are now 1amous in the
Soviet Union, and their bad reputa-

doi ch in this reatm.

If Gorbachev RET,
might concentrate on the agencies
and organizations that deal with new
technology and foreign trade. The
Soviets have never been able to get
branches of the Academy of Science
that are concerned with new tech-
nology to work closely with govern-
ments ministries concerned with

Manager actually resists in-

tion will discourage Gorbachev from

oes  tin irs

third option would be to

troducing fiew_technology, because
he can fulfill his quotas with the.

w@%gt_in,__ﬂ_mmmw d the 1
new and more efficient technology
mean
Gorbachev may also try to break

down the the sharp divisions be-
tween the civilian and militare

economies, so the better-organized -

military sector can help the civilian
side become rmore efficient. He
could have military factories manu-
factureconsumer durables such “as
appliances. Or he could have the
more talented military production
managers help civilian factories,

In agriculture, Andropov sent
agricultural contract brigades to
many collective farms, particularly
in the important farming areas of
Georgia and Armenia. Relatively
small groups of collective farmers
are assigned plots of land and agri-
cultural implements, They sign
production contracts with the gov-
ernment and are guaranteed re-
wards when they exceed quotas.
This system could be improved and
expanded, ' :

A fourth option is to allow a little
private enterprise.

Inadequate services in cities, from
plumbing to shoe repair to small res-
taurants, could use a dose of private
initiative. The poor quality of these
services, which has given rise to a
large illegal {or semilegal) “second
economy,” contributes to inflation-
ary pressures and frustrations in
everyday life. Allowing private serv-
ices would depart from traditional
communist ideologically, But such
businesses would only exist at the
margins of the economy, and would
not endanger the party and state's
political control over the economy as
a whole. '

he timidity of Soviet leaders
has prevented such reforms in
the past, This failure is an ex-

ample of the psychology of Soviet
functionaries for whom the concept

‘of “*spontaneity”” is still a taboo, and

who are aghast at the idea that any-
thing could exist in Russia which is
not entirely under their control.
Breaking out from these psychologi-
cal restrictions is a necessary
precendition for reform.

‘Nevertheless, I would not dismiss
all the reform steps that the new
leader may undertake as mere cos-
metic changes, Their cumulative ef-
fect may improve the Soviet domes-
tic sityation and even arrest the de-
clining performance.

To a decisive degree, their effec-
tiveness will depend on the strength
of will, persisterice and vision of
Gorbachev himself, and particularly
on his ability to shape a coalition
within the Soviet hierarchy that is

. committed to reforms, both because

of its loyalty to Gorbachev and be-
cause of its conviction that change is

what Russia needs. -

The outcome of Gorbachev's bat-
tle with bureaucratic inertia, politi-
cal conservatism, ideological exhaus-
tion and the present mood of pessi-
mism will define to a large degree
not only the Soviet domestic situa-
tion but also its international
standing and aspirations.




Will Russia Dare Clean Up Its Economic Mess?

By Seweryn Bialer

power in Moscow at a time of grave

crisis in the Soviet Union. The situa-
tion cries out for creative and forceful lead-
ership. But will Gorbachev be able to provide
it? Will a new Soviet leader really be able to
make a difference?

Gorbachev has inherited a non-competi-
tive Soviet economy that is in a terrible
state, A cumbersome system of central plan-
ning produces shoddy goods, and discour-
ages any sort of creativity or technological
innovation. The Soviet economy is simply in-
capable of participating in the high-tech,
electronic age.

The economic crisis is compounded by a
social crisis, manifest in a catastrophic de-
cline of the work ethic and of discipline
among Soviet workers and managers. Cor-
ruption and drunkenness are rampant, Up-
ward mobility for the children of the Soviet
working classes, once a major stabilizing fac-
tor in society, is declining precipitously,
Workers® children no longer can expect to
get higher education -and better jobs than
their parents,

A political crisis has also been obvious in
the paralysis of leadership of the last half
dozen years, when old leaders have proven
incapable of meeting the- many challenges
before them. Crisis is also evident in ideol-

M IKHAIL GORBACHEY has come to

ogy. Marxism-Leninism has degenerated

into familiar, but irrelevant, sloganeering.
With rare exceptions, Soviet books, movies
and plays are dreary representations of a
make-believe world of heroic workers and
selfless officials that few citizens even pre-
tend o recognize as real.

The most intriguing option available to
Gorbachev and his colleagues under these
circumstances would be radical reform — a
broad and thorough overhaui of the economy
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Seweryn Bialer, professor of pelitical science
at Columbia Universily, travels often to the
Soviet Union,

and’ political institutions that would change
the fundamental operating principles of the
Soviet system. It would involve not a change
in the systern but of the syster.

But logical as such an initiative might
seem to Westerii eyes — and tempting as it
may be for the niew leadership in Moscow —
such sweeping change would fice formidable
opposition from within the system. Radical
reforms can be attempted only by a brave,
self-confident leader who is ready to assume
major risks, and can convince his coalition

-

that these risks az:iiecéssary.

!

To enter on sucf a road Gorbachev would
have to be as ruthless and single-minded as
Joseph Stalin was With his “revolution from
above” in the 1939s, and as adroit a politi-
cian as was Nikitaj Khrushchev in the first
seven years of his anti-Stalin campaign. For
while almost evetyone in Russia speaks
about the urgent rteed for reform, a radical
reform program in fact lacks a constituency
from below. ‘ :

Nevertheless, the possibility that Gorba-

M. BrsHOF 3§
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chev and his closest collaborators will at-
ternpt radical changes cannot be excluded.

In the event they do, their policies are
likely to borrow from Hungary’s successful
"“new economic mechanism” or Yugoslavia's
“market socialism.” Those countries .are
now ahead of other communist societies in
overall economic performance, consumer
satisfaction, ability to absorb Western tech-
nology and ability to adjust to changes in the
international marketplace.

‘See GORBACHEY, K2, Col. 1
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The most recent, dramatic exam-
‘ple of radical reform in progress is
‘the People’s Republic of China,
~where collective farms have been
‘dissolved and peasants are working
‘on their own. farms, and where in-
-dustry ‘is. being reformed to give
-miore independence to factory man-
.agers, make pricés more realistic,
‘reduce - government subsidies and
*accept more foreing investment,

However; domestic and interna-
-tional conditions in the Soviet Union
‘are différent from those in Hungary
-or China, where non-Hungarian or
-non-Chinese- - mirlorities compose
“only a'small percentage of the popu-
“fation, The Soviet Union, by con-
‘trast, is a collection of diverse na-
-tionalities.. Aimost half the popula-
“tion is non-Russian-and could be ex-
" pected to take advantage of any eco-
- nomic decentralization to gain more
-political independence. The possibil--
ity of ‘such loss of central control
-over the Soviet Union's non-Russian
people raises risks few Russians are
‘prepared to entertain, -

Often in the West the foes of re-
form are identified as the top appe-
ratchiki, the high-level party lead-
ers, while the supporters of reform
are . identified as the managers of
factories and collective farms, and
. the professionals within the system.

It is my opinion that such a pic-
ture is greatly distorted. As Ger-
trude Schroeder, a leading U.S. ex-
pert on the Soviet economic system,

.has remarked! “After 60 years of

experience with the socialist econ-
omy run by government agencies
. nearly everyone seems to have
found ways to turn its shortcomings
to individual advantage.”
Soviet managers can hardly be de-
scribed as supporters of radical re-
form.” it entire educarion, ex-

 pETIENCE and expertise has prepared

thém to work within the system as it

is ana to exploit for personal benefit

its looph and_irrationafities. A
change of the system would nullx.fy
thelr entire expertisé ai

their very jobs in Tavor of the young-
er-_the better-educated and more

adroit.

“ The government bureaucracies
ar, I'TEir local units would 1osé their -

r.ason to exist and would shrink in
size. They would be reduced to ac-
counting_rather The
lower- a middle-level- bureau-
crats would see their power dimin-
ished in favor of the pawer of the
“invisible hand” of the market. -
Moreover, the experts whe advo-
cate economic reforms are divided
about the kind of reform they would
like to see, a fact that could neutral-

ize their influence. If the profes---

sional groups continue to speak in a
divided voice, both proponents. and

opponents of radical reform. within

the leadership will be able to find
and mobilize experts for their re-
spective positions.

he most serious obstacles to .
radical reform are political,

To adjust. the prices of goods
and services to realistic levels, for

example, the enormous state subsi-

dies of basic food items, apartment
rents and transportation will have to
be abolished or cut drastically,

This would require the imposition
of a harsh austerity regimen on the

Soviet people long before any major

beneficial results of the reform were
tangible, The lessons of Poland and
-its free-trade union ‘‘Solidarity”
movement — which arose when the
government tried to raise prices of

basic goods such as food to realistic.

levels — probably teach the Soviet
leadership to be extremely wary of
such changes.

Finally, radical reform could affect
the stability of Eastern Europe.
Radicat changes in the Soviet Union
would encourage all reformers and
liberals there to press for greater
(and politicaily more dangerous)

changes in their own countries,

Even if he is determined to do
something radical, Gorbachev could
only act after painstaking and time-
consuming preparations. Sweeping
changes would-be more likely in the
1990s than in the remainder of this
decade,

Considering all these barriers, a
revolution may well be easier than a
reform — or a radical reform might
become the equivalent of a revolu-
tion, Recognizing this, many in Rus-
sia and the West who are skeptical.
about the chances that even a new,
young and energetic leadership will
embark on such a potentially dan-
gerous enterprise, often speak of a
“partial” radical reform,

" But a radical reform cannot be
partial; it cannot be successful when™
introduced in small, gradual steps.
The courage — and the wisdom —
of the present Chinese leadership is -

-reflected in their decision not to plan

a piecemeal reform but to opt for
comprehensive change of the eco -
nomic system as a whole.

he ‘magnitide and variety of

' domestic problems besieging

. the Soviet Union lead some
Western commentators to proclaim,
if not the imminent demise of the
Soviet system, then-at least the
growing probability of a revolution-
ary crisis, But [ am deeply convinced:

‘that their judgment about the nature

of the Soviet domestic crisis is
faulty.

The Soviet Union is not threat-
ened with collapse, Soviet survival is
not in doubt; Soviet effectiveness is.’

~ Decline can still be slowed or even

reversed, This is a far cry from
recapturing a new and lasting Soviet
dynamism, but it is also far removed
from any danger of disintegration,
The Soviet Union is not, and will
not soon be, in a prerevolutionary
situation, The Russian working class
will not create a "Solidarity” move-




ment. The non-Russian nations of
the Soviet Union will not rebel. The
Soviet professional and middle
classes will not endanger their ca-
reers by dissent. The Soviet party
will not abdicate its dommant role.
"The Soviet military will not plot to

take over power. Yet the crisis of

the Soviet system is very real and if
the trend is not reversed it may lead
in the fitture to an authentic crisis of
survival,

Assuming that a radical reform is
not in the cards {or the 1980s, how
much can the Soviet domestic sys-
tem improve under Gorbachev? Gor-
bachev need not transform the
Soviet Union to be a successfu] lead-
er, at least in the short term. For
the last seven or eight years, Russia
‘has heen muddiing down, Gorbachev
will be a success if he can merely
get the Soviet behemoth to muddle

QOutside of radical new policies,
there are at least four other ‘ap-
proaches that Gorbachev can consid-
er, \
The first is the easiest — to
shake up the system by reinstituting
strong, vigorous, demanding central
leadership, This is already happen-
ing. The top decision-making and ex-
ecutive bodies, the. politburo, the
Communist Party secretariat and
the council of ministers will be
purged of the old or inefficient, who
will be repiaced by the younger and
energetic of proven talent.

The authorities will crack down
on lax work habits and appeal to pa-
triotism and pride to cajole a better
performance out of the workforce,
They will revive the policy initiated
in the short-lived regime of Yuri An-
dropov of prosecuting cases of
brazen and large-scale corruption,
And they will try to teach modern
managerial techniques to many of
the nation’s managers.

The second option is to reorder
national priorities and redistribute
existing resources,

Tinkering of this kind could have a
real impact, as one example — that
of energy — suggests. The major
thrust of the existing Soviet energy
program is to increase {despite soar-
ing costs) petrofeum production in
. the forbidding conditions of western
Siberia, and to convert Soviet indus-
trial consumers from oil to gas.

- But, as we have fearned in the in-
dustria] West, the most promising
and least costly way to deal with the
energy probiem is to promote con-

servation. In Russia, that would re- /

quire rewarding managers of indi-
vidual enterprises for -using less
energy. But such an incentive would
be almost a contradiction in terms
for the Soviets, for whom more has
always meant better.

Changes in policy are also likely in
agriculture. Chernenko announced

:ﬁﬁextensive program tc reclaim

higher quotas,

_ tween the

MIKHAIL GORBACHEV

vast areas of marginal farmland, But
there is good reason to doubt the ef-
fectiveness of this policy, and Gorba-
chev could radically alter.it in favor
of intensifying production and im-
proving- efficiency on existing farm-
land.

As much as 20 percent of the
average Soviet harvest is wasted for
want of adequate roads, trucks, rail-
road facifities, grain silos and fertil-
izer storage, I expect Gorbachev to
concentrate on this problem.

third option would be to
make changes in Soviet or-

ganizations and the hureauc-

.racy. Near the end of his career,

Khrushchev tried to radically reor-
ganize the Communist Party’s huge
bureaucracy, Other party officials
resisted, and Khrushchev’s tinkering
was used against him by those who
removed him from power in 1984,
Khrushcehv's “harebrained
schemes” are now amous in the
Soviet Union, and their bad reputa-
tion will discourage Gorbachev from
doi ch in this realm. )

If Gorbachev does tnKer, Te
might concentrate on the agencies
and organizations that deal with new
technology and foreign trade. The
Soviets have never teen able to get
branches of the Academy of Science
that are concerned with new tech-
nology to work closely with gavern-
ments ministries concerned with

Tranager actually resists in-
treducing néw_technology, because

he can fulfill his uotas with the

equ d th
new and more efficient technology

or ~machifery would just mean

Gorbachev may also try to break
down. the the sharp divisions be-
civiban and militarv

an

econamies, so the better-organized
military sector can heip the civilian
side become more efficient. He
could have military factories manu-
factureconsumer durables such ‘as
appliances. Or he could have the
more talented military production
managers help civilian factories.

In agriculture, Andropov sent
agricultural contract brigades to
many collective farms, particularly
in the important farming areas of
Georgia and Armenia. Relatively
small groups of collective farmers
are assigned plots of land and agri-
cultural implements. They sign
production contracts with the gov-
ernment and are guaranteed re-
wards when they exceed quotas.
This system could be improved and
expanded. .

A fourth option is to allow a little
private enterprise. :

*. Inadequate services in cities, from
plumbing to shoe repair to small res-
taurants, could use a dose of private
initiative. The poor quality of these
services, which has given rise to a
large illegal (or semilegal) “second
economy,”’ contributes to inflation-
ary pressures and frustrations in
everyday life. Allowing private sery-

ices would depart from traditional

communist ideclogically. But such
businesses would only exist at the
margins of the ecogomy, and would
not endanger the party and state's
pelitical control over the economy as
a whole.

he timidity of Soviet leaders
has prevented such reforms in
the past. This failure is an ex-

ample of the psychology of Soviet -

functionaries for whom the concept

‘of “spontaneity’” is still a taboo, and

who are aghast at the idea that any-
thing could exist in Russia which is
not entirely under their control.
Breaking out from these psychologi-
cal restrictions is a necessary
precondition for reform.

‘Nevertheiess, 1 would not dismiss
all the reform steps that the new
leader may undertake as mere cos-
metic changes. Their cumulative ef-
fect may improve the Soviet domes-
tic situation and even arrest the de-
clining performance.

.To a decisive degree, their effec-
tiveness will depend on the strength
of will, persistence and vision of
Gorbachev himself, and particularly
on his ability to shape a coalition
within the Soviet hierarchy that is
committed to reforms, both because
of its loyalty to Gorbachev and be-
cause of i{s conviction that change is
what Russia needs. .

The outcome of Gorbachev's bat-
tle with bureaucratic inertia, politi-
cal conservatism, ideological exhaus-
tion and the present mood of pessi-
mism will define to a large degree
not only the Soviet domestic situa-
tion but also its international
standing and aspirations. :




~ letter: to' the report, Robert M. White,
- president of: the: engineering academy,
noted that “Without a complementary
move to provide such. support, cross-

dlsmplmary research w0uld be sapped at |-

its roots.’ .

Suh says the fears are groundless :
“The rumot ‘mill is charning out lots of
* wrong information,’” he’says: It is true
that new initiatives are claiming a grow- -
ing share of the engineering directorate’s
budget, but even so, support for individ-
ual researchers has risen from $82.9 mil- -

. lion in fiscal year 1983.to $95.4 million in
1985, he notes. **So far it hasn’t been the
case [that individual research awards
have been 'squeezed]', and I don't intend
to make it the case.’

Members of the fluid mechanics dele-
gation say they came away from their 17
December meeting with Suh greatly re-
assured. In essence, he told them that
the engineering centers program would
not be ailowed to grow at the expense-of
existing programs, and that he hoped to
secure sufficient growth in the engineer-
ing directorate’s overall budget to ac-
commodate the new initiative.

Indeed, securing major growth in the
directorate’s budget is Suh’s chief priori-
ty. The foundation’s expenditure on en-
.gineering is “‘totally inadequate,”
told Science, noting that it has su

the basic sciénces nervous about t
slice of the foundation’s pie. -

In particular, Suh says he would like
to increase support for projects involving
multiple investigators, expand the Presi-
dential Young Investigator Awards pro-
gram—a program begun last year that
provides a flexible support to young re-
searchers—and encourage more re-
search in fields such as design that do not
now have a strong science base.

‘He has already begun to put his stamp
on the engineering directorate by with-

_holding 10 percent. of the directorate’s
budget for this year for possible repro-
. gramming into priority areas. He has told
. program managers that the money will
be available for high-risk; high-return
. projects, _

As for the grumbling in the communi-
ty, Suh says ““It is what you expect when
" you do thmgs drﬂ'erently :

! - —CotiN NORMAN
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| Europeans AdoptR&D Plan

‘European Economic Community (EEC) agreed on 19 December to a major
- ‘shift in the focus of their joint research efforts aWa_y from topics such as
‘nuclear power and radiation protection-—which have dominated these
"+ efforts since the community was established in the 1950’s—toward techno-
.logical fields that are likely to strengthen Europe’s ablhty to compete
‘commercially with the United States and Japan.

The shift is embodied in a 5-year, $1-billion package of research projects
which was approved by the ministers largely at the urging of the outspoken
commissioner for industry and research, Etienne Davignon, who has just

. reached the end of his 4-year term of office.
Davignon was largely responsible for one of the most 51gn1ﬁcant develop-
ments in European technology policy in recent years, the EEC’s strategic
program in information technology (ESPRIT). The program, which will cost
$1.3 billion over 5 years, will be jointly finahced by the commission and
European companies and is a direct response to the challenge from U.S. and
Japanese computer industries. Full funding for the second year's operation
of ESPRIT was approved at last week’s meeting.

The broader research package represents an attempt to apply thé same

from materials processing to biotechnology. The biggest new element in the
package, for example, is a program known as basic research in industrial

. together from universities, research institutes, and industrial laboratories to
work on topics of industrial interest in more than one EEC member country.

design. According to Cyril Sllver head of the EEC’s new techno!og
division who is responsible for the BRITE program, the aim is to adapt to a
European setting many of the ideas that have been exploredin the United
States in the past few years on ways of stimulating innovation in strategical-
~ ly important fields wuhout requiring massive govemment~d1rected mterven-
tlon
"Other new initiatives included in the package are a $45-rmlhon 4-year
_program to support efforts in biotechnology, primarily for research and
training activities in national institutions, and a $50-million program aimed

* at stimulating greater cooperation between research groups in differen
EEC countries.,

Working within severe budgetary limitations, the ministers we
cut some of their existing research activities t
new programs, into the safety of
which was previously a separate project, is now to be made the responsibit-

- ity of the EEC’s Joint Research Center at Ispra in Italy, but w1thout any
extra funding being provided to the center,

The largest single cut will come in the fusion program by far the biggest

the next 5 years, but the ministers cut this back to $690 million, which wll

. mean a reduction in the EEC’s overall fusion efforf. About half of this sum
' will be spent in the next 2 years zlone, allowing full operation .of the Joint
Europearnt Torus {JET) at Culham in the United Kingdom, The cuts will be

" absorbed by stretching out the technology research programs that are
directed by the next step after JET.

- The overall package. of .$1 billion over a 4- to S-year period was
considerably smaller than the commission of the EEC had originally asked
for, largely as a result of pressure from the British and German govern-
ments. However, the ministers agreed that almost héx_lf of this sum will be
-spent in the first 2 years; a review will be carried out at the end of this period

to assess whether increased support is Justified. —Davib Dickson

: Brussels. Research miniéters from the: ten member countries of the '

approach to a variety of precompetitive research projects in fields ranging

technologies for Europe (BRITE), which aims to get résearch workers

The minist eed & : 'ommumty s research
get to BRITE over 1he next 4 years. Fields in Wth i

reactors, for example, -

item in the total package. The commission had asked for $790 million over _

ok
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