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11 L,'~ l;'V,.. .li~,j' (1!11'. [,1,-: h ,~(,.I .,;·.~'.I_'i.11(~~ il\....'_.!l.S.-'.~ ,-.!"\, ..,_,_,, .LIt,.. ) <l~~ ". I I... 'I'!·,']i'_ ll:l..j\.'~'.~:'
:\:.' ., l 't1i;: I '['<JI' to F~lY cid~(;L' a .s~,~ifi"·\.1Tu)i21LY H.:~ p.:p.,Ll.;i:: \\",--::(',~:: g'·;11'~".J or ,l }"~\:,L',:,:,-l 'q_~),_-,i(y

L,!" 8;1 illdcfir,jrc pC~:docJ ,if n') P::\'~'l,t i s su c.l. 1\0 peu.en!. i:";:::;t~~~,:1, a;L'.! 2[l'--:1' P;]yiii~~- l"OY:·J~l'i",:.;

Io r: ';tln!\)~"t 2Q Y(~ci I',~;, tht; liCCil;:';(>1. disconLlnucrJ n;':1:-.::I:~~.;' P'::!YIL·,'it~:·) 0~h.J .'::;C.'~:~;:\i :1 c!.:.:~:lCl.-d~l(,·t.')

ju;J2,~nC:l,t: the-I_t iL,,;> (!g.rec:nlt~l1~ \,,'iLL tl::' inventor \VClS U:1(:'Efljr·C(~d1.11~,: IlY virruc of b~i!:!g rl(..'·-
CTl1r< b:,' the fel1c:1."<:1.1 patent l a.v.. or he naiio!~::.1. pJEcy fa\"~n'in; C('''!~pdi~-i()tl. l

.~
In supporting' the invcntol,ls claim. tha the agrc,:.:ntCllt sl\o~ILJ be e~1f():~'ced) th.::' Go+:.::rn-

mcnt fOCllSCS primarll.y on why such contra 'tual arrangcmcnt s arc co.is tsrcn: with fEidera1.
competition and patent policies. As to those ol ic ies , the brief for the Linitcd Statc~ ]."<2-

aff i rru s the theme I would leave w it h you today. i
I

The federal patent laws, 35 U. S. C. 101 et\ eq., encourage invention, fosterlfull
disclosure of useful discoveries, and ensure that co mmerc i al innovat lons arc availnbl e
tothe public. Kewanee Oil Co. v . Bieron Corp., 5 U.S. 470,480-481, 484. ~eeleral

competition policy, as established principally in theS~erman and Clayton Acts, 2j6 Stat.
209, 38 Stat. 730, as amended, 15 U. S. C. 1 et seq. , al so seeks to encourage thej de"
velopment of, and competition in, new products. The parent and antitrust laws, [aken
together, recognize that a limited period of monopoly wit1"'both encourage discovdr ies
and enable inventors to coordinate the employment of resources in research and <he-

. ',1
velopment; but the employment of the patent monopoly depends' on true inventtveness ,
and in the main "the unrestrained interaction of competitive fo rces wilt yield the pest
alloc atton of our economic resources, the lowest prices, the highest quality and \he
greatest material progress." Northern Pacific Ry. v . United States, 356 U. s. Ii 4.
[End Text] J
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_ • _ n_J -"0 " .•. m_ • - _." •. ••he House Small Business Subcommittee on Antitrust,
Consumers and Employment, Lester A. Fettig, Administrator for Federal Procurement il'ol lcy ,
stressed that the Office of Federal Procurement Policy (an arm of the Office of Management
and !ludget) is committed to Government utilization of small high -technology bustncsses.] In
listing actions reflecting OFPP's commitment, Fettig stated that he has formally issued ~he
"Rabinow Report," which contains recommendations for increasing small firm participa~ion

in federal research and development work. Dated February 24, 1977, the report cites f'indings
by economist William K. Scheirer that small firms have a better record of innovation than large
firms. In spite of these findings, the report also notes that a "striking disparity appears to
exist between the capabilities of small technology-based firms and their utilization by fe~eral
agcnc ics.:" ;

I
f

!

J
GOVERNMENT REPORT NOTES MORE !
INNOVATION IN SMALLER FIRMS ._- . " I
~.- A~:~;='~~~-l-~g~;;:een proposed that would atlow smallbU~"'
obtain patent rights in technology developed with Government funds (see 396 PTC] A-I, Q-l), '""'~
he Admlntstrator for Federal Procurement Policy has called attention to a Government ri,eport

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

~fvitw Senteltiber 2Srh before 1
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subcommittee i~cludes the

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

J
Firms with less than 1,000 employees accounted for almost 1/2 of majnr U.S. innova-

tions during 1953-73. . !
1

in firms with less than 1,000 em
t
i

The ratio of innovations to sales is about 1/3 greater
ployees than in firms of over 1,000 employees.

A - 6

A.summary of the report recently provided to the House
following statements: "

- 0 -

FDA ffiOPOSES ABOLITION OF
"MAN-1:N-THE-PLANT" PRACTICE

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

which is approximately four times greater compared to firms with more th?n 1,000 em-
ployees, !

~

The cost per R&D scientist or engineer is almost twice as great in firm! of over 1,000
employees than in firms with Jess than 1,000 employees. [End Text] I

I
I

Copies of the Rabinow Report and the Scheirer study (OMB/OFPP/CA-77/11) may be
obtained from the Office of Federal Procurement Policy, Office of Management and Budget,
Room 9001, 726 Jackson Place, Washington, D.C. 20503. Telephone: (202) 39;5-3455.
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Res onding to intense pressure from several members of Congress, the[ Food and Drug

Adminl strat n has proposed amending its rules to abolish the practice of allOWing brand -na me
drug. manufac r er s to represent generic drugs as their own by s imply ma inta i mng a "man-In-
the-plant" of a cerier ic manufacturer. .\ I

. I
Concern a~ut the high cost of drllgs sr£a.yked several congressional inq~iries wh i ch in

tu rriIed to angry "nunciations of the "man-ul-tl\e-plant" practice. Senator J'\e}son (D-Wis.)
and others did not _cern to feel there was any safety hazard resulting· from this Ip:ca 0 ice , but

\ i

they \."-,ere irked by ll~;:>substantial rna rk -up in pr ice s charged for goods prudLlcgd by g(2!lcric
manufacnncrs but sO.d under a brand ,,<,1me. See 35;4 PTC] A-15, 392 PTC] A-::]O, 396 PTe]

• . t
}\-]4, 397 PTC] A-14. 1

I
FDA. COIl1iJ.JiSSiO.~'t~r UOili:1]d KC1F,.cdy, and Hea1.Lh, Education, and \Yf':Lf81e Sc c r c tn ry

JosE,ph Cal ifsno, ,'_·l::iJ::U:Lcly pl..:dged to corign~s:~ion'<:ll comru ittcc s ihar l'CgU}8 Li OkOS lkci!!ng with
l 'I . \ 1 - " . .. , .. l ,r 1 . "\'l 1·· ". 1 f'uie ;:::In'-JE-lile p.a nr P},; ct ice \\'C'UJ(l ;}C toruiconung. if:: propOS2JS nu\\' lSSIJ{'(1 rc IC'et

Kt:.~1!·:,-Jyr8 conclusion l];;U 'he [fDA'~] tr:1~l1njn,-the-pl2.nt'policy is no longc;r oppropl·i;JLC
--I" '1 j"'~:--;is; for i( '1-,iil\';"(T'{ I'iT"11 'IS 11, e r,·i"··"r~Cl"I\-,:.r of 2 (r']\T 1I NCL;'~P' tb"l t1:.,6 :'l'~;lic "j"':'>y
< .;:I c •. '''',, , .. ;, ~ JC __ ,~."" ""0 C '\':: < ,_.1;. , .... t.,,· c•. \ .•, .~ .. J .. ~ ,~'. <. ,;.>" .'. J ""'c:>, .'.' -l i.""-'. '.1.'-

!;(~ .n,.i:-::;,>:"d l'·y the L:\lr.-::C~'t [".)1'\'1 1.\..,::;-', ,1:1.).\ ~ays a corsuiuer J.sc~:nt1C'd tu ~l.',(j\V \",'~1en a c!.lmp::,i1y
i,' ":,~'·.·;1'·"1-i:-",··~ ':l';l(T' -- ':'-l n' ". \ ~ •. '1' il' .i:·~ ",/',1' 'I,·,;"d";:l "1';11-, " f,) \.JJ,.\.l -,.'-..i,.' ~~~','::> ,_ 1.-~--0 ,)1. ('" ].',:0 ~~,(_C,.,c •• ~~ _.1 t.: _~._ l'L~'.,·_.-_- C"" ;..,C._ .;

\ r

,,):;~ t, d,,: .'" '(';' ~,;;, ',:C ,:\" ,l (',I.,','), :,',' :'~'i i\ \',: ~; ~f;:,!,','~~ ,:'," y,!,'~,:,:J!:: '~'~ ;'f:~,f,'~si :,:'; i '~fl:;~; -
'-'l:, i!:: :~';L :~~~'i.::I:;-i':'("-I':; \':]';:1.'1-: -_','i'ly "_.: C:·' ,:~'. :'r:, ,'-,U.~-,:--:i~lr;;I,~;, l-,:_:':':i." .'~ ·)l"(1~~··;~C',:)J;',:l,1 ;j)'

'., ,'1: ";':l}':l: t:",,-:,_~::~,\>',. C:, t: ,'.'/ ~,~(. ;;:';; J'_:'!. ":::J'~: l_'~'O·,::'-.!

I,
'f. ,_i''': ,,':- ; i! , ,.,1. ~t t : ',' I , ,
, i : . ~ J" ',- • \', ; l : : \.~

, ' '/ ,.:' ',' , ,-;

.:;(

"

., , ,} .
,
.r

'.L ,11 'I:

; , ~ Y '\ i

: :." I, t.,

:--,;1.'\_ l :


