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THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

Industrial innovation —- the development and commercialization
of new products and processes ~- is an essential element of a
strong and growing American economy. It helps ensure economic
vitality, improved productivity, international competitiveness,
job creation, and an improved quality of life for every American.
Further, industrial innovation is necessary if we are to solve o
some of the Nation's most pressing problems -- reducing inflation, -
providing new energy supplies and better conserving existing

-~ supplies, ensuring adequate food for the world's population, L
protectlng the environment and our natural resources, and ' cL

-_1mprov1ng health care. ' o : e i

Our Natlon S hlstory is filled with a rlch tradltlon of
_ industrlal innovation. America has been the world leader in
. developlng new products, new processes, and new technologies,
.-and in ensuring their wide dissemination and use. We are still
‘the world's leader. But our products are meeting growing
competition from abroad. Many of the world's leading industrial
.countries are now attempting to develop a competitive advantage
through the use of industrial innovation. This iIs a challenge
we cannot afford to ignore any longer. To respond to this
‘challenge, we must develop our own policies for fostering
the Nation's competitive capability and entrepreneurial spirit
..in the decades ahead. This Message represents an 1mportant
'flrst step 1n that dlrectlon.- : : :

I am ‘today announc1ng measures whlch w1ll help ensure our -}"flfT'

country's continued role as the world leader in industrial-
1nnovat10n. These 1n1t1at1ves address nlne crltlcal areas-

; SRR 'T-1o 'fﬂEnhan01ng the Transfer of Informatlon -
© "‘IncreaSLng Technlcal hnowledge 7?€e,;"

o_'ijtrengthenlng the Patent System w .g

o Clarlfylng Antl trust Pollcy

o -f Fostering the Development of Small Innovatlve Flrms B T
'e o_:  Opening Federal Procurement to Innovatlons R
o Improv1ng Our Regulatory System | _ B
o Facllltatlng Tabor/Management AdJustment to Technlcal
. (Chamge R
'o:'f Maintaining a Suppohtive Climate for Ihnoﬁatidh.'

~ more
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'1._'Enhancing'the Transfer of Infonmation."Often, the
information that underlies a technological advance is not
known to companies capable of commercially developing that

- advance. I am therefore taking several actions to ease and

encourage the flow of technical knowledge and information.

These actions include establishing the Center for the Utilization
of Federal Technology at the National Technical Information -
Service to improve the transfer of knowledge from Federal '
laboratories; and, through the State and Commerce Departments,
1ncrea51ng the avallablllty of technlcal 1nformatlon developed

- “in foreign countrles.‘

2. Inorea31ng_Techn1cal Knowledge. We have'alreedy made f

~significant efforts to assure an adequate investment in the
basic research that will underlie future technical advances.

This commitment is reflected in a 25 percent growth in'funding:'

- during the first two years of my Administration. I am taking

some additional steps that will increase Federal support for

i researoh and development'

Flrst, I will establlsh a prOgram to cooperate w1th 1ndustry o

in the advancement of generic technologies that underlie the
operations of several industrial sectors. This activity will

‘broaden the $50 million 1n1t1at1ve I announced in May to further

research in automotive research. Second, in order to help

- harness the scientific and technological strength of American
universities, I have directed a significant enhancement in.

support of joint industry-university research proposals.
This program will be modeled on a successful program at the

-National Science Foundation, and I have set a target of $150

million in Federal support for 1t.

'3;. Strengthenlng the Patent System._'Patents cannprovide- 

- a vital incentive for innovation, but the patent process has =~ =
- become expensive, time-consuming, and unreliable. Each year,

fewer patents are issued to Americans. At my direction, the

" Patent and - Trademark O0ffice will undertake a major effort

‘to upgrade and modernize its processes, in order to restore

the incentive to patent -- and-ultimately develop —-- inventions.t '

I will also seek legislation to provide the Patent and Trademark'_'
Dffice with greater authority to re-examine patents already c

issued, thereby reducing the need for expensive, tlmevconSUmlng R
',11t1gatlon over the valldlty of a patent. _ |

‘For over thlrty years the Federal agenoles supportlng R

._researoh and development in industry and universities have e
had conflicting policies governing the disposition of pertinent T
- rights resulting from that work. This confusion has serlously

inhibited the use of those patents in industry. To remove -
that confusion and encourage the use of those patents I will

support uniform government patent legislation. That 1eglslatlon:;ti?f'

will provide exclusive licenses to contractors in specific
fields of use that they agree to commercialize and will permit
the government to license firms in other fields. If the _
license fails to commercialize the inventories, the govern-- -
ment will retain the right to recapture those rights. I will
also support the retention of patent ownership by small o
“businesses and universities, the prime thrust of legislation
now in Congress, in recognltlon of thelr speclal plaoe in

our soc1ety -
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anti-trust policies can provide a stimulant to the development
of innovations. In some cases, however, such as in research,
industrial cooperation may have clear social and economic
benefits for the country. Unfortunately, our anti-trust laws
are often mlstakenly viewed as preventlng all oooperatlve
activity. : :

The Department of Justice, at my direction, will issue a
guide clearly explaining its position on collaboration among
firms in research, as part of a broader program of improved

; - communication with industry by the Justice Department and the
i ‘- y Federal Trade Commission. This statement will provide the.

‘ ' .first uniform anti-trust guidance to industrial flrms in the
area of cooperation in research :

C ‘ 5. Fosterlng the Development of Small Innovatlve Flrms.

; - Small innovative firms have historically played an important

3 - role in bringing new technologies into the marketplace. They .

: _ - . are also an important source of new jobs. Although many of L

; , “the initiatives in this Message will encourage such companies, .
I will also 1mp1ement seve"al initiatives focused partlcularly

on small flrms.g : S

Flrst 1 propose the enhancement by $10 m1111on of the
Small Busxness Innovation Research Program of the National
Science Foundation. This program supports creative, high-
risk, potentially high~reward research performed by small

‘other agencies in implementing similar programs, with total
Federal support eventually reaching $150 m11110n per year. -
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Second, in order: to exper1ment w1th ways to ease the
ability of small firms to obtain start-up capital, I will
‘help establish two Corporations For Innovation Development
to provide equity funding for firms that will develop and _
market promising high-risk innovations. These not-for-profit
firms will be established with State or regional capital and
the Federal government will provxde eaoh w1th matchlng loan
funds up to $4 m11110n. - :

6. Openlng Federal Procirement to Innovations. The -
Federal government is the Nation's largest single purchaser
of goods and services. Through its purchases, the Federal

enter the market._-

For that reason, I am'dlreotlng the Offlce of’ Federal'_ =

. Procurement Policy to introduce procurement policies and regula—a
.tions that will remove barriers now inhibiting the government

from purchasing innovative products. Special attention will .-

. be given to substituting performance for design spe01f1catlons'f

~and, wherever feasible, selection will be on the basis of -
costs over the life of the 1tem, rather than merely the 1n1t1a1
purchase price. o -

. T Improv1ng our Regulatory System. During my‘Adminis-

1 _ tration, I have already taken @ number of actions to help

: assure that regulation does not adversely affect innovation.
_ - Working with the Congress, I have moved successfully toward -

e : ‘deregulation of airlines and other industries, and I expect

‘ the pressure of competition to trigger innovative new ways

to cut costs and improve service. In environmental, health .
5 ' - and safety regulation, I have emphasized the use of cost-impact
- - analysis, where appropriate, to take account of the burdens -
~on industry in the regulatory process. To provide better = .

e L s i A L L e
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ﬂ;' Clarifying Anti-trust Policy. By spurrlng competltlon, T

business. Further, the National Science Foundation will assist j-”

ﬁ ~ ©  government can influence the rate at Whlch 1nnovat1ve produots I
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~dipation between the FbgUlaLOPJ agencies, I have created

serdin

ne Regulatery Couneil, composed of the heads of 35 regulatory
gencies. This Council is working to reduce inconsistencies
nd dupl1cations among regulations, to eliminate needless
ule-making delays, to reduce paperwork and to minimize the
ozt cf compliance. o : ‘

1 am today prop031ng addltlondl steps to improve our
egulatory system. First, the Administrator of EPA will
ntensify his efforts, wherever possible, to use performance
tandards in regulations, specifying only the required goal,

rather than the means of achieving it. Second, all Executive
Sranch envircnmental, health and safety regulatory agencies

will prepare a five-year forecast of their priorities and

,ccneerqa. This information will give industry the time to

develoap compliance technology. Third, all administrators

R, R i

" of Feaderal executive agencies responsible for clearance of

new products will be directed to develop and implement an

expedited process for projects having a strong innovative

impact o"'ntceptional'social'btnefit and to do so wlthout
Jeopa 1u1ng the ‘quality of the rev1ew process.

8;7 Fac111tat1ng Labor and Mana ement AdJustment to
Technical Change. Although 1nnovat1on can lncrease the number
n! worhers employed within an industry over the long ternm,

cor evan create an entire new industry, individual 1nnovat10ns -

may occa31onally cause workers to be dlsplaced

In crdew to assure adequate tlme for workers and management

o adjuzt to changes caused by innovations, I am directing
he S=cretaries of Labor and Commerce to work jointly with
zLor and ma nagement to develop a Labor/Teehnology Forecasting
veLo The System would develop advance warnlng of 1ndustr1a1

and permlt tlmely adJustments.'

rao,
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. nalntalnlng a Supportive Federal Cllmate - The 1n1t1at1vesﬂ

anncunced in this Message are only the first steps in our.
efforts tn ensure American technological strength.  We must -
also develop and maintain a climate conducive to industrial
innoration. The Federal government must take the lead in
reating that climate. And the Federal government's efforts

traet bn cont1nu1ng ones. I am commltted to these goals,a

' 1 am charalng the Natlonal Productivity Council with
the 2ontinuing tasks of monitoring innovation, developing

policies to encourage innovation and assisting the Departments

and zgencies in implementing the policies announced today..

I am also establishing a Presidential award for technological-'h'

innovation to make clear to this Nation's inventors and entre- -

preneurs that we place the highest national value on their ;

‘.COﬂt“fb-,lﬁPb.

,.-h oP *he 1n1tlat1veo I have JUSt proposed supports

an 1mportant component in the innovation process. In combina~

tion, these initiatives should make a major difference in - e
our Nation's ability to develop and pursue industrial innovation.
However, these incentives will not by themselves solve our
current difficulties in encouraging needed innovation. In

~our economie system, industrial innovation is primarily the-

responsibility of the private sector. The manager of the

‘firm must decide whether to develop and market innovative

new products or whether to find and employ new ways of making

existing products. Although the Federal government can establish

‘2 ¢limate that encourages 1nnovat1ve activity, it is the private

.sector. that flnally determlnes whether 1nnovat10n will take
- place . R . .

more
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In addition, the steps outlined in this Message must = -
be viewed in the context of our current severe inflation problem.
With costs rising at an abnormally high rate, managers naturally
have a disincentive to spend the sums needed for adequate -
industrial inrdovation. I understand and fully appreciate
that changing certain of our tax laws could provide additional
incentives for investment in innovation. Indeed, my approval
of adjustments in the capital gains tax in the Revenue Act
of 1978 has alleviated some shortages of venture capital.

Many of the suggested alterations of our tax system are inter-
twined with other economic challenges -- such as fighting

" inflation. While it might be possible to make changes in

“the tax code that would promote innovation, these changes

vy

: should not be viewed in isolation from other aspects of our _
-economy. I will therefore evaluate tax laws affecting 1ndustr1al

innovation at the time that I POHSlder my flscal pollCles

_for F1scal Year 1981.

'CONCLUSION

. Innovation is a subtle and intricate process, covering
that range of events from the inspiration of the inventor S
to the marketing strategy of the eventual producer. Although
there are many places in the chain from invention to sale =
where we have found modification of Federal policy to be

. appropriate, there is no one place where the Federal government

can ‘take action and thereby ensure that industrial innovation.
will ‘be increased. We have therefore chosen a range of

initiatives, each of which we believe to be helpful. In

- aggregate, we expect them to have a significant impact. - None-

theless, they represent only an early skirmish in what must
be a continuing battle to maintain the technological strength

"of the American economy. I pledge myself to this task and

- ask the Congress to join me in meeting our . common challenge.

JIMMY CARTER

'THE WHITE HOUSE,

 October 31, 1979.
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THE WHITE HOUSE

| ~ FACT SHEET _ |
 THE PRESIDENT'S INDUSTRIAL INNOVATION INITIATIVES

BACKGROUND

The Pre51dent initiated a "Domestic Pollcy Review" in Aprll .
1978 to identify appropriate government actions in connection _
. with innovation. The President asked the Secretary of Commerce
S _ - to lead the Review. The charge given the Commerce Department '
| - '~ was: "What actions should the Federal government take to
- encourage industrial innovation?" During the course of the
Review members of the Administration consulted with hundreds
"of groups and individuals from industry, labor, academia,
and public interest organizations. Suggestions embodied in
3 o - -+ task force reports were rendered by 150 of these people.
o ' Their recommendations have been reviewed and analyzed by the
: - . President. In essence, recommendations ultimately selected
_ by the President are designed either to develop a missing '
_reeource or 1nfluence declslonmakers in the dlrectlon of 1nnovat10$

.Other 1ndustr1al countrles, recognlzlng the 1mportance of. I
innovation, are extending their competitive advantage through
: . . industrial policies, programs, and institutional structures
i ,  aimed at selected technologies. 7To respond to this challenge
: - tc our economy and the competitive position of U.S. industry,
~ the review developed policy options intended to foster the
_datlon s competitive capablllty and entrepreneurlal splrlt
for the decades ahead S :

The 1n1tlat1ves announced today are con81dered by the Pre31dent

- .. as first steps in meeting the Nation's commitment to innovation -
- and the continuing challenge to malntaln the technologlcal _
_ etrength of the Amerlcan economy. S e

Thre Pre31dent's actlons prov1de a 31gnal to the prlvate sector_n

~that innovation is valued and that it is Federal policy to
preserve and promote it in the years ahead. The Administration .

- hepes this will 1mprove the rate of innovation and will establlsh
over tlm,, a cllmate 1n whlch it will flourlsh : :

lhern are nine areas where the PreSLdent has made spec1f1c R
dec¢31ona regardlng 1nnovat10n' : ‘ o

.'d “ Enhan01ng the Transfer of Technlcal Informatlon
R Increa31ng Technlcal Informatlon
o r—'“_Improv1ng.the Patent-System

' —~7.fClarifving AntiutruSt Poiicy

E . —~;"Foster1ng the Development of Smaller Innovatlve o
i Flrms S . o
i R T : 2
i e Improv1ng Federal Procurement

more -
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'_?~ Improv1rg Our Regulabory Sve ent
:A—n, Fa0111tat1ng Labor/Management Adgustnent to Innovatlon

-  f— Malntalnlng a Supportlve Attltude toward Innovatlon

ENHANCING THE TRANSFER OF TNFORMATION

Scientific and technical information is created largely by
universities, government laboratories, industrial laboratories

“and by similar activities abroad. It becomes the knowledge

needed in industrial innovation when it is relevant to industry's
problems or opportunities and when it is effectively transferred
to the industry user. New z2ctions deal with improving the =
transfer of existing, potentially relevant information; and
improving the rate at which we create such information. To .
facilitate the transfer of ex1st1ng 1nformat10n, the Pre51dent o

is taklng action in two areas.

1.  The NTIS Center for Utlllzlng Federal Technolqu

--The Federal government annually undertakes approx1mately $10

billion of R&D at Federal laboratories and Federally-funded
R&D Centers. The National Technical Information Service (NTIS)

“provides a channel of communication with industry concerning . :
-these research results. It has a broad understandlng of 1ndustry
" needs, and Federal laboratory activity. It is in position. o
" to help inform industries of technological OppOPuunltleS of .
"whlch they might otherwlse be unlnforned. . _ R

o‘., The President has declded to enhance the NTIS program
. 'by creation of a Center in NTIS with the mission
. of improving the flow of knowledge from Federal _
laboratories and R&D Centers to industries outside .
the mission agencies' purview. The FY 1981 cost
of the program will be $1.2 million andg subsequent
year costs W1ll not exceed 2 mllllon per year. :

"h2-‘ Forelgn Technologz Ut]llzatlon"'*f"

Forelgn technologlcal and scientific advances are an untapped L
source of technological information for American innovation,
An inadequate ability exists within the Federal government

~and within industries to gather, analyze, organize, and dis-

seminate information regarding foreign research and development'
activities that bear on the competitiveness of U.S. industry;--
Other countrles gather suoh 1nf0rmatlon on the U. S' : .__"

S0 The President has d901ded to have ‘the NTIS 1nclude'f‘=‘
. . extensive foreign technical literature collection
and translation in its present activities. This _
move will make relevant foreign literature available
to 1ndustry.. The first year program cost will be .
$1, 8 mllllon S e

o fThe Pre51dent intends to have the Deparbnents of
' - State and Commerce interview volunteer returning :
U.S. overseas visitors about observed fcrelgn techno--
logical developments, collect reports from our science
~counselors, and collect photographs, and other unpub-
. lished information. This information will be merged -
- with the NTIS data base on foreign technical literature
.. to make it widely and easily available to industry.
. The 1981 cost cf this program will be $2.4 million..-

. more
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'INCREASING TECHNICAL RNO%LLDGE

_The Federal government supporta a broad range of P&D aot1V1t1es

from basic through applied research, development and demonstration

" in areas .of interest to 1ndustry. Most of this work is to

meet some specifiec social or national need, as in the case

~of future development or defense, or to provide a foundation
‘for future advance, as in the case of basic research. Unlike

many foreign countries the U.S. does not make major direct

governmental investments in the develOpment of technologies.

The President will take actions in three areas aimed at enhanolng

“f the technical knowledge base in the Unlted States.

1. Generic Technology Centers

- The President'believes there is a Federal role in the development
" of generic technologies -~ that is, technologies that underlie

industrial sectors. Examples include welding and joining, -

‘roboties (automated assembly), corrosion prevention and control

non-destructive testing and performance monitoring and trlbology

(science of lubricants). Because the benefit from advances

~in generic technology to any one firm (or even one industrial
-sector) may be small, there is less investment in the development
~of generic technologles than would be Justlfled by the beneflts '
that flow from these aot1v1t1es.

. o The President hdS decided to establlsh non-proflt

centers ~- at universities or other prlvate sector
sites -- to develop and transfer generic technologies.

“ Each of the centers will be targeted on a technology
‘that is involved in the processes of several industrial
sectors, and has the potential for significant tech-

. nological upgradlng. It would not supplant efforts
in the private sector that are de31gned for spe01flc
product development.

== Each center will be 301ntly flnanced by 1ndustry
"+ - and government, with the government's share _
dropping to 20 percent or less of the center s
_ oost in tne fifth Year.‘ - : \ :

- Four oenters w1ll be establlshed in FY 81 at
" . a cost of $6-8 million. Three will be '
. sponsored by the Department of Commerce and
one by the Natlonal Sc1enoe Foundatlon. :

_Q—' In future years, the size of ‘the program w111 tf
- depend on the proposals received, and the experlenCe
gained from this 1n1t1al effort ,

-”2;' Regulatory Technology Development

" One major cause of the modification of industrial processes . .
- in recent years has been the obligation to assure compliance

with environmental, health or safety regulation. Innovation .
is important in making these changes so that the new processes
meet regulatory objectives at the least cost.  Federal investment
in the development of compliance technology already is substantia

..There are very large Federal expenditures on technologies

for the clean burning of coal or to improve the safety of

.mines. But there are instances in which the affected sector

is unable to perform the work or to assure speedler oompllance
than the market can prov1de.

o .more.
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'1'6' TThe Pre51dent w1ll aek the Oftlce of Management '
" and Budget, in the course of its crosscut of regulatory
- act1v1t1es in developing the FY 81 budget, to examine
closely the nature and extent of expendltures on-

- compliance technology and to bolster the Federal
. effort.

P

3. Improved Industry—Univefsity Cooperation in R&D

The scientific and technological strength of American universitier
has not been harnessed effectively in promoting industrial

‘technological advance. In order to achieve this end, in FY 1978

the NSF established a program for the support of high quality
R&D projects that are proposed 301nt1y by 1ndustry—un1ver31ty

-research teams.

o The President has decided to prdvide $20 million n
~ of new funds at NSF in FY 1981 for this purpose
-with subsequent year support at a 31m11ar level. :

o In addition, the Pre31dent plans to extend the NSF
' program to other agencies. NSF will work with DOD,
DOE, EPA, and NASA in FY 1980 and with other agencies
- in subsequent years to initiate such university-
- industry cooperative R&D programs and to establish- ,
. quality-control procedures as effective as the NSF -
‘peer review system. Each agency will formulate
plans for building its support for this program
with the objective of reaching an apgregate of
. $150 mllllon. : o

- STREIGlHENING THE PATENT SYSTEM

'Patents serve several important functlona in the 1nnovat10n

process. First, they provide an inventor with an incentive —
a monopoly limited in time., Second, the exclusive rights

- provided by a patent can stimulate a firm to make the often
g_risky-investment that is required to bring an invention to

market. Finally, a patent provides an important method for
disclosure of 1nformat10n about 1nventlons and thelr uses

~to.the publlc.

Vl; Unlform Gove"nmont Patent Pollcy

The Policy.Review-identified strong arguments'that the publie

should have an unrestricted right to use patents arising from

‘Federal sponsorship. These patents were derived from public
- funds and all the public have an equitable claim to the fruits -

of their tax dollars. Moreover, exclusive rights'establlsh_“
a nrnnﬁoly -~ albeit one limited in time ~~ and this is an

- outcome not faVCLed in our economy

Sev=ral co“petlﬂg r*onslcler‘at.lorls, however, urge that exclu51ve
rights to such petents should be available. First, government:
ownershlp with the offer of unrestricted public use has resulted
in almost no commercial application of Federal inventions.
Without exclusive rights, investors are unwilling to take

the risk of developing a Federal invention and creating a

-'market for it. Thus, ironically, free public right to use _
patents results, in practical terms, in a denial of the oppor- .

tunity to use the invention. ' Second, many contractors, par-
ticularly those with strong background and experience with
patents, are unwilling to undertake work leading to freely

" available patents because this would compromise their proprletarg

position. Thus, some of the most capable performers will .

. not undertake the government work for whlch they are best
- suited., : .

_-more -
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But because of ¢

. As a result of the'stfengthiof thesc considerations, most S
- agencies have the authority in some circumstances to provide
~exclusive rights.

he difficulty of balancing

the competing considerations, this issue has been unsettled

. for over 30 years and the various agencies operate under dlfferent
and contradictory statutory guildance.

The uncertainty and

lack of uniformity in policy has itself had a negative effect
on the commercialization of technologies developed with Federal

support.

As a result,

there is an

actlve interest in the

Congress and among the agencies to establlsh a clear and con-

sistent pollcy.

The Pre51dent considered a range of'options, from'alwéYs vesting'

~title in the contractor, to maintal
~arriving at his declslon, the Pre51
“factors-‘

~Uniformity.

The agen

-either by an array of

"Indeed,

.~Impect on Innovation.

in the absence of sta

- patent may be necessa
© will make the often r
. required to bring an
" provide protection fr

“invention after the r

Jﬁdmlnlstrative'Burden

and to develop a mark
skim the profit from

are reduced by the f1

some agencies
. guidance on patents g
. In light of this, the
©..among contractors who
“agencies or programs,

ning the status quo. 1In y
dent considered the following

cies are currently governed -
different statutes or, o
tute, by Presidential guidance.
have different statutory _
overning different programs.
re is substantial confusion
perform R&D for several

" Exclusive rights toa
ry to ensure that a firm
isky investment that is )
invention into production’ L
et for it. Exclusive rights
om other firms that might .

the market by copying the _
isk and cost of introduction <
rst flrm s efforts

R Any pollcy that requlres

~.an agency to make deci
: t1ve costs. Lo

_Uncertalnty.

8 clear

1s preferable to an a
ance it offers to bot
. offlclals. - .

isions 1mposes some admlnlstra-

and easy—to apply rule :
mbiguous rule for the guld—
h 1ndustry and_government

~Contractor Partlcggat

ion in Government Programs.u.io

" Firms with strong pro
~unwilling to accept government contracts that

"3_would result in freel

Competition. Exclu31

“In the marketing of t
" the patent and serve,

prietary positions are

y avallable patents.

ve. rlghts foreclose competltlon
he invention covered by .
in some cases, to enhance o

the re01p1ent s market power.

The Pre51dent has de01ded to seek 1eglslat10n that L

" would establish a uniform government policy with
“exclusive licenses in the field of use.

Title to

the patent will be retained by the Government, but
the contractor will obtain exclusive licenses in =
fields of use that he chooses to specify and in

‘which he agrees to commercialize the invention.

There will be an exceptlen where the agency determlnes
that such a license would be inconsistent with either

“the agency mission or the public interest.

In most

cases, the allocation would be after the invention - -

- has been identified,
contracting.

rather than at the time of
The. Government would license in z2ll

fields of use other than those claimed by the contractor
The Government would retain march-in rights that

_can be exercised in the event the licensee does =
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0~ The President also supports the retention of patent

' - ownership by small businesses and universities,
_‘the prime thrust of legislation now in the Congress,
“in recognltlon of thelr Spe01al place in our society.

2;” Other Reforms' 

_ Thé achievement bf the objectives of the patent system depends
- in large part on the strength of protection a patent provides.

Today a U.S. patent has less than a 50 percent chance of surviving
a court challenge. Uncertainty as to the validity and continued
reliability of a U.S. patent creates the threat of lengthy

' and expen51ve litigation with an unnertaln outCOme.

0 To 1mprove the'presumptlve valldlty of 'an issued
" patent, and to reduce the cost and frequency of
defending it in court, the President is proposing .= ..
“several significant steps. First, the quality of = ..
+ issued patents will be significantly upgraded by
major improvement of the Patent and Trademark Office! s
- filing and classification system. Second, he is
" urging the Congress again to establish a 31ngle
 court to deal with patent appeals This court would
. establish nationwide uniformity in patent law, make
“litigation results more predictable, and eliminate.
- the expensive and time-consuming forum shopping
‘that characterizes patent litigation. Finally,
“to minimize the cost and uncertainty of litigation - .
patent validity in the courts, the President will - * -
"submit legislation to provide for voluntary reexamina-
- tion of issued patents. by the Patent and Trademark
Office at the request of any person or the court.

‘0o  One of the world's greatest stores of technical . U
‘ ~ information is in the Patent and Trademark Office -
files, which include more than four million U.S. -
- Patents. However, the current state of access to
. the information in these files renders their
-~ technical content inaccessible to anyone but patent -
examiners. The President is asking the Patent and
Trademark Office to undertake efforts to provide
greater ease of public access and use to these -
- files. These reforms will be undertaken without -
-an increase of public expenditures by adjusting o
- the fee schedule of the patent office so that those =~
. " who benefit will pay for the services they receive. -
-~ Legislation supportlng thcse reforms w111 be submitted :
IR to the Congress. : : . '

o - The Admlnlstrator of the Small Bu51ness Admlnlstratlon_
. -will establish an Office of Small Business Patent’

- Counsel to assist inventors in the transition from =
invention to small business by providing the an0111ary
business that attorneys rarely provide. To encourage
the development of technologically-based minority
businesses, a similar office will be established

. 1In the O0ffice of Minority Business Enterprise and
~ its activities will be coordinated with the SBA.

A1l costs will be met by reprogramming. .

- CLARIFYING ANTI- TRUST POLICY

- Anti- trust laws play a sp801f1c rolﬂ in promotlng 1nnovat10n.-

Vigorous enforcement of anti-trust laws spurs competition .--

and the pressure of competition is a stimulant to the development'

of innovations that provide a competitive edge.  However,
anti-trust laws are often and mistakenly understood to prevent

- cooperative activity, even in circumstances where it would
- foster. 1nnovat10n without harmlng competltlon._
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'Fosluﬁiﬁs THE DTVELP?ﬁTﬂT OF SMALL IEHWV&TIVE FIRMS

<2 the W;JG:ltV of the new

ajor problems facing ;

en icdentified as: start—up

nd early managﬂmen» assistance.
s lsosened the flow of second~

innovations in cur ceoncuy.
antrepren eurs in rew Tirms h2ve b
caplu?l geond-round financing.
The new “aDlual gains structurs h

'round Jnntu 2 caoltq from n;lvate secto” Soilrees.

“that gwp"raily 1-'111 beneflt smaller
akinz four specific steps to
igh- tﬂchHOIOg. firms:

itez Foundaticon Small Bu inesq Innovatlon

‘Small Rusiness Innovation

-
3
oy

: 3cience Foundation S
Research Progran nrovides funding te simall companies to permit
developirznt cf a 7encure analysis for new projects and demonstrate
“technolegicsi feasibiiity. The program has operated for two year:
at 32.5 millien. It is applauded by both the small and big .
- business communities. It has resulted in projects for whlch
' follow-on pﬂlvqte sector funding has bzean plecged - Vr;u E
o h° Dre,lden* has de01ded to exoand ‘the NSF program

throvgh an increase in FY 1981 of $10 million.
“In additiorn, the President is dlrpctlng the NSF
to work with other agencizs Lo determine whether
similar programs should be established. The Office
of Management and Budgelt will coordinate development
of plans =2nd. goals Ffor the expansion of these programs,
working tewvard a goal of approxlmabely $150 mllllon
.annual fund1n&.-

- Rore

 (0VER)r'




'k. Gencral Ventuﬂs Capital Availability.

g

2. Co;goraulona for Inncvac on Dnvolopmeﬂt

States or mu1t1~sraLe re?Jons can JOln in uhe Federal govexnment'
efforts to spur innavaticn by establizhing State or regional
"Corporatibnh for Innovation Developmznt” (CID's). The goal
is to help zlleviate some of the difficulty an entrepreneur
confronts in obtaziring start-up capital. These CID's would

be modeled partly after the successful National Research and

- Development Corporation in Great Britain and existing state
~ecorporations, such as the Connecticut Product Development

Corporation. Their functions would include
== Direect eqiity funding for the start-up of
firms wlshlng to develop and bring to market
. a promising, but high-risk, innovation.

 —="-Guidance to potential applicants to the
. National 3cience Foundaticn Small Business
- Progran, iﬁclvdipg serving as the second-round
-guarantor in ﬂaproprxate cases., o

=— Early ﬁanagement as 31stance to flrms that are.
' funded. - : : :

— 'Ihén‘otherv1se:oualifiéd ting as the
- ‘recipient of Economic DevelOUment A351stance
'.fundu for the Suate or rﬁglon..

0 - To lead the way for States‘or regions to establish
: " CID's, the Federal government (through the Department -
- of Commsrcee) will support two regional CID's in
‘FY 1981, To provide breadth, one of these CID's
will be in an industrial region, and the other in .
~ a less industrialized State or region. The Federal -
" support will be in the form of loans of $H million
.. per center, on the 001d1L10n that the reglon prov1de
'.mﬂtch‘n" rL1do ‘ g _

3. Federal Supnor, for Small RwD Bu31pes.@.

Fundihé for new R&D is a preblem for small firms.- The small

" business 0ummun1tv ﬂorrectly believes that given their number,

and the 51gn1f1Cancc of their role in thz innovation process,

'-_they receive a2 disproportionately low percentage of Federal
. 'R&D dollars, To deal with this, the President is dlrectlng
-_each agencv tnat con*ractd for R&D serv1ceo to' :

o Develop pCllClwu ‘ensuring that small businesses -
~ ‘are not uniairly excluded from competition for contracts

‘throuzh the SBA and the State or regional

o Publioize,
CiD's, opno rtunifies for bidding that are espe01a11y -
?poropriate_to umall bu31nesses. Lo Sl : __-;;¢
o Repo their p”oarmsq towrrd 1ncrea51ng small bu51ness .

. rt their
participation anaua1 iy to OMB

As the number of new start--ups 1ncreases the demand for
second-round financing will increase, 111e the capital gains
tax changes have increased the flow from taxable private sector

-

-investors, the flow will be further encouraged by the following
. actlonq uhe—PFCSld nt is taking: : =




R
0 The President is'directing'the.Administrator of
' " the Small Business Administration (SBA) to change
- Part 121.3202(a) of the SBA regulations to permit
. Small Business Investment Companies (SBIC's) and
. private sector venture capital firms to co-invest -
-in a small firm.  The changes are subject to
restrictions. ' There must be an identifiable
independent entrepreneur in control of the firm.

And there must not be a provision for acquisition -
by the private sector firm as part of its financing.

©  The Administration already has changed the Employment
" Retirement Income Security Act (ERISA) regulations
- to make it permissible for fund managers to invest
" in small, innovative businesses. In addition, the .
_ Président will request the Administrators of ERISA
- and the SBA tc establish an interagency committee
" to examine what regulatory changes or other means
are needed to stimulate investment in small and
- medium~-endowment funds.  This will" foster further
avallablllty of venture capltal. :

! _'. o 13_f OPENING FEDERAL PROCURENENF TO INNOVATIONS

New technology plays a crltlca1 role in promoblng 1nn0vat10n..
In a free enterprise system, however, marketplace incentives
are the crucial motivators. This fact bestows a special :

: . responsibility on the Federal government, because it is the
P o Nation’s largeét-sinqlp purchaser of goOds and services.

: In the past the Dmnartmenu of Defense and the Natlonal
Aeronautics and Space Administration have shown convineingly -
the impact that Federal purchasing power can have as a market- =

.- place stimulus. A piloi program st the Department of Commerce --
.. knouwn ‘as the Erperimental Technolegy Incentives Program --

“has demonsztrated that thz "overnmen* can use its purchasing
power to spur innovation in areas other than major systems

 development. and high technology. The President will take

" actions intended to extend thlq erpnrlenee to alW Federal
-purchas1ng - o : :

% A PR ,wl-_o . The President is dlractlnn the Admlnlstrator for -
e ~.... . " .Federal Procurement Pollcy in the Office of Management
. . ., - .u.. . and Budget to introduce reforms in Federal procurement

' Cooo..- ... . . o.practices by establishing uniform procurement policies
o o~ and regulations so as to remove barriers that inhibit
. . R ‘the government from realizing benefits of industrial
S innovution. Special attention ‘is to be given to .
”.3the most. *nnovatlve small and mlnorlty bu51nesses.

- heads of executive agenaies and establlchments:
i e heing asked to designate senior officials
~to expedite 1mplement4t10n of new reforms.

e Spec*aA attentvon is to be glven to substltutlng
performance specifications in place of design .
specifications, and, wherever fea31ble,'se1ect10n '
will be on the ba31s of costs over the life -

.of the item, rather thqn merely the 1n1t1al
‘purchase price.

0 The Pre51dent is asklng the AdMIHIStPatOP, General
- Services Administration, to expand the New Item
Introductory Schedule to publicize, within the Federal
government, the existence of new items. To accompllsh
‘this, GSA will take steps to inform the business

community -- particularly small businesses -- of
. the New Item Introdugtorv-ochedule-and of . its:
' beneflto B L




IMPROVIKG OUR.REGULﬂTOR‘ ‘b E¥

Government regulatlon° often 1nf1uance 1nﬂastrlal 1nnovat10n,
~stimulating it in some cases and discouraging it in others.
For example, some regulations provide incentives for inventing
totally new processes to meet regulatory requirements. Other
regulations can cause industry decisionmakers to divert
resources from exploratory R&D into defensive research aimed
only at ensuring cowpllance with govnrnment regulations.

; . The Carter Administration has a record of being sensitive

! s to the need for a balanced approach to regulations, 1ndependenu1y
i . of the Domestic Policy Review on inncvation. Previous actions

| ' the President already has taken that will have a favorable

* : .1mpact on 1ndustr1al 1nnovatvom 1nc1ude~_

_—# Deregulation of airlines and other 1ndustr1es. :
'~ The President expects the pressure of competltlon'
~to trlgger innovative new ways to cut costs o

~and 1mprove service. : S

- In-env1r0nmental, health and Safety regulatlon,
" the Administration is emphasizing cost-impact o
~analysis to take account of regulatory burdens =~
on industry. ~ The President has formed the
" Regulatory Analysis Review Group and sent to
Congress last spring the Regulatory Reform Act - -
to make regulations more efficient and effective. .

- == Last month, OMB reported substantial progress
' in the implementation of Executive Order 12044, S
which sets croals for. 1mprov1ng Federal regulatory_"5=
praeulces. _ : ; T

+ ~= The Preq1dﬂnt cruated thp Regulatory Counc11
' to provide better coordination between the
regulatory agencies. The Council is made up
- of the heads of 35 regulatory agencies. The
Council is working to reduce inconsistencies :
- and duplications between regulations, eliminate -
delays, reduce paperwork and generally keep =
"the cost of compliance down. The Council . y
publishes the {alendar of Federal Regulations :
.~ which contains i 1nf0rmat10n about major regulations.
—.-under development. This is intended to reduce
uncertainty about future regulations.  All of g
these reforms show the Administration’s continuing
efforts to offset negative effecto of regulatlon o
on 3001at4L obgectlves. : ‘ N

Tn addition to these actions already taPen, the President - S
is announcing tedav severzl decisions sp9c1f1cally in connectlon.”;-'
with Improved insovabion:. : . : : S

iRy

PEYIVS hS B

o .. o . The Administrator of_EPA will review the agency's

: PR . programs to determine what further opportunities :

- exist to substitute performance standards for design' = .
o . or specification standards within statutory authorlty.
: _ R S Specification standards should only be used when
! ' - 7. _they are clearly justified. Regulatory agencies
_ . .will also be encouraged to explore the possibility

. . of providing dual criteria for either performance
-+~ and specification standards, thereby allowing ,
individual firms to choose the mode best su1ted o

_for themn. : - s Sl

mnore |




s i 6 In conjunction with their semiannual regulatory

- ' . _agenda, executive health, safety, and environmental
regulatory agencies will prepare five-year forecasts
of their priorities and concerns Better knowledge

. of agency plans will allow 1ndustry to plan 1ts

‘ research and develooment

'The EPA Admlnlstrator will develop and publlclze
" .a clear implementaticn policy and seb of eriteria
‘for the award of "irnnovation waivers." He will
,assess the need for. further ‘statutory. authorltv.

o Federal exeeutlve agen01es respon51b1e for rev1ew1ng
: R ' the safety and efficacy of products will develop
{ : : S .and implement a system of priorities. Under these
' ' - .. systems, the agencies will identify those products
- that are most innovative and/or ‘have exceptional e
social benefits, and expedite their clearance reviews . -
. to the extent permitted by applicable statutes. :
- These systems will affect the speed, but not the
'r.ouallty, of the agency 5 rev1ew. S :

o - To ewpedlte the .ntroductlon of new drugs marketed
-~ in foreign countries and to expedlte the U.S. drug
- review process, the President is asking the Administrator
- of the Food and Drug Administration to take steps to
~ - assure that our drug clearance procese beneflts
;_'from the forelpn eynerlence L

'FACILITATING'LABOH/MANAGEMENT ADJUSTMENT'TO TECHNICAL CHANGE

. Labor plays an important role in industrial innovation..

- Perceptions by investors of lahor attitudes toward innovation
influence the investors' willingness to move ahead. Labor,
on the other hand, recognizes the importance of innovation -
and technological change, realizing that innovations that

. improve productivity commonly increase the number of workers
employed within an industry over the long term. Labor also.
understands that entirely new industries have been created
through innovation. Nevertheless, Individual innovations

. - often are perceived as a threat to labor because shifting
: o Sklll mixes result ST '

g.
3
i
g

" The key to successful adgustment 'is warning tlﬂe.‘iThus, a
labor-technology forecasting system, supported cooperatively
- by labor and management, could be very valuable. Its purpose -
; . - would be to attempt to forecast technological change within - - .7
3 -~ specific industries and to assess the implications for labor = - .
' of such change. These forecasts and assessments could provide" F
the basis for retraining and other adjustment activities by =
. industry and labor. Labor has been advocating this approaﬁh
for twenty years.- It is long overdue. Therefore

.0 - The Pre81dent-1s dlrectlng the oecretary of Labor .
... and the Secretary of Commerce to work jointly with
. labor and management to develop a national Labor/
- Technology Forecasting System. The President is
- requesting that they implement this new system in =
.the context of ongoing labor-management activities,
R in conjunction with agen01es responsible for adjust-
- .. ment assistance, and in cooperetlon with labor/
S -management team;.- :

U Sk thiais b e I Wi
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MAINTAINING A SUPPORTIVE CLIMATE FOR INNCVATION

‘The results of ‘the Domestic Policy Review stressed the importance

of a favorable climate in the U.S. receptive to new innovation

“and of perceived public attitudes toward innovation. Aecordlngly,__

the President plans three actions aimed at mablng a clear

- public commitment to ensure that 1nnovat10n in this country

thrlves in the future.

]

_‘Recognizing that'futuré‘enhancements in industrialT
~innovation lie prlmarlly in the management/engineering

area, the President is asking the Commerce Department.

.-'and the National Science Foundation to host a National
- . Conference for Deans of Business and Engineering o
- Schools-to stimulate improved curriculum development -

in technology management and entrepreneurshlp. _

The Pre31dent is establlshlng an award for technologlcal o

"~ innovation. The existence of this award will provide:

explicit encouragement to U.S. industry, symbolizing

oA natzonal commitment to innovation. The awards’

will consist of a Presidential plaque given to companleé”'

- .in six areas:  transportation, communication, health,
agriculture and food, natural resources (including

energy).- The selection criteria will include both

technical excellence and commercial impact. The
. Department of Commerce will be responsible for

- presenting the President with a list of nominees

- each year. The awards will be presented annually

L by the'President'S >01ence and Technology AdVlSOP-_;'

The President is asklng the Productivity Council -
to form a committee charged with monitoring 1nnovat10n,-" ’

developlng policies to encourage it, assisting the

~agencies in implementing these policies, and pursuing
- the removal of legislative or admlnzstratlve barrlers
to the 1nﬂovat101 process.:‘ ' - : .




