To: Ed David : e Vs

Don Rice
From: W.M.Magruder
Subject: New Technology Opportunities 5 Advisory Group

Ref: Memo, same subject dated 12 August 1971 from David & Rice to
Ehrlichman, Shultz, Flanigan and Peterson

The subject memorandum suggests an Advisory Group composed of outside
government people. I would like to suggest the following breakdown of
disciplines and potential candidates.

1 Industry

Simon Ramo, Chairman of the Board, Thompson Ramo Wooldridge Inc.
1Space Park, Redondo Beach, California 90278
Edwin Land, President, Polaroid Corporation, Cambridge, Mass 02139
Patrick E. Haggerty, Chairman of the Board, Texas Instrument, Dallas,
Texas 75222 A
Paul Chenea, Vice President, Research Laboratories, General Motors,
Mound Road, 12 Mile Road, Warren, Michigan 48090
Herman H. Goldstine, Research Division, IBM, P. O, 218, Yorktown He:ghlb,
New York 10598
Myron Tribus,Senior Vice President & General Manager of BPG/RNE
Business Products Division, Xerox Corporation, Rochester, New York
14644
Barney Oliver, Vice President, RND, 1501 Page Mill Road, Palo Alto, Calif.. 94304
Lloyd Kelly, Link Division, Singer Company, 30 Rockefeller Plaza, N.Y. 10020
Elmer Engstrom, David Sarnoff Research Center, RCA, Princeton, N.J. 08540
Donald P. Kircher, Pres.,Singer Company, 30 Rockefeller Plaza, N.Y. 10020
2. Financial and Management '

Ted Walkowitz, Adviser to Rockefeller Foﬁndation, 30 Rockefeller Plaza, N.,Y.

Emilio Q. Daddario, Senior Vice President, G&W Precision Engineering Co.,
Manchester, Connecticut

Eugene Black, American Express, 65 Broadway, N.¥. N.Y,.

Stanley de J. Osborne, General Partner, l.azaxrd, Freres, & Co,, 44 Wall 5t., N.Y,

Gen. B.A. Schriever (USAF, Ret.) Schriever-McKee Associates, Wash., DC

H. Geneen, Board Chairman, ITT, 320 Park Ave., New York, N.Y.

Will Duke, Board Chairman, Whittaker Company

George Ball, Lehman Brothers, 1 Williams St., New York, 10004
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3. Civilian Technology

E. G. Fubini, Fubini Associates, Alexandria, Va. .
Milton Shaw, Carnegie Tech

H. Holloman, MIT

Wm. Bollay, University of California, Santa Barbara, Calif.

Arnold Beckman, Beckman Instruments

Dean Watkins of Watkins & Johnson

Mr. Alidrandi, Whittaker, Co., President

4. Health Care - Biology

I. London, Harvard
Nello Pace, University of California
M. D. Hollis, Pan American Health Organization
D. Proctor Harvey, Cardiology Department, Georgetown Horpital, Wash ©®C
James Hogness, Board of Medicine, National Academy of Science :
Kerr White, John Hopkins University, Baltimore, Md.
Joshua Lederberg, Professor Genetics, Stanford School of Medicine, Calif.
John Cantlow, Michigan State U.
Emil Micnk, University of Calif.
Nathan Kaplome, Univ of Calif. at San Diego
___Spiegelman, Columbia University
Max Wintrobe, University of Utah

5. Waste Management

E. J. Cleary, Ohio River Valley Water Sanitation Commission
A.. Wolmen, John Hopkins University
C. F. Kelly, University of California, Berkeley

6. Pollution Control

Lester Lees, Calif Institute of Technology, Pasadena, Calif.
Harold Gershenowitz, Shell Division
Aire Hoagan-Smith, Calif, Institute of Technology, Pasadena, Calif.

7. Energy

M. Benedict, MIT
P, Sparn, A. E. Puller
Eoe Miller, President; National Electrical Manufacturing Assn, 155 E. 44th, NYC

8. Agriculture
'~ Norman Borlon g, Rockfeller Foundation (Mexic or)
Theodore Schultz, Univ. of Chicago
George Hascran, Rockfeller Univ.,

Sterling Hendricks, USDA (Retired)
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9. Natural Resources and Materials

Hans H. Londsberg, Resources for the future
M. Cohen, MIT
R. J. Jaffee, Battelle

10. Transportation

S. Herwala, Westinghouse
H. Davis, Univ of Calif., Richmond Calif Transportation Research Center

Wayne Hoffman, Flying Tiger, Exec V.P., (Packard background)

Alan Boyd, Illinois Centreal Railroad, President
Bunky Knudson, White Motor Co., Pres.

11. Aerospace

W. Hawkins, V.P.Research, Lockheed Aircraft Corp., 1025 Conn. Ave,, Wash I
C.L.Johnson, V.P. Engineering, Lockheed Aircraft Corp., Burbank, Calif.
H. Paige, General Dynamics

Ed Wells, The Boeing Company, Seattle, Washington

A. Hall, Martin Company

7 MBaner 7. Creen 58 , v i 0

e

12, Economics

Richard Nelson, Dept. of Economics, Yale Univ., New Haven, Conn.
Theodore Schultz, Univ of Chicago ' :
Burton Klein, Calif. Inst of Tech. Pasadena, Calif.

13, Social Science

Pat Moynihan, Prof of Education & Urban Policy, Harvard Univ.
Otis Dudley Duncan, Pop. Studies Center, Univ of Michigan
Robert K. Merton, Dept. of Sociology, Columbia U.

Kingsley Davis, Univ. of Calif, Berkeley

Ken Boulding, Univ of Colo.

14, Academic
Hugl deffner, Dept of Applied Physics,\ Stanford U., Calif.
Fred Seitz, Rockefeller Univ, N, Y,
E. R. Gilliland, mIT '
D.C. Drucker, Iilinois U.

15, Labor and Manpower

Nathanial Gold finger, Director, Dept. of Research, AFL/CIO
Dall Wolfle, Univ of Wash.,
Phillip Hauser, Dept of Sociology, Columbia Univ.

16, Industrial Incentives

J. H. Dessauer, . Xerox Corp.

E. L. Ginzton, Various Associates

D. Sinclair Ge@f@r?dweﬁaégfgichard Nixon Presidential Library and Museum
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Form DOT F 1320.1 (1-67)

UNITED STATES GOVERNMENT ) DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

}4@ moran CZ 1172

DATE:

New Technology Opportunities Review of In reply
SUBECT:  Apti-Trust and Patent Liaw Practices faher ok

FROM W.M. Magruder

TR Attached List of Addresses (Attachment A)

Re: Domestic Council Study Memorandum #12
Anti-Trust Policy: dated 19 Feb 1971
Ehrlichman to Distribution '

Al

It is requested that convene the working group shown
in Attachment A, to accomplish the charter shown in Attachment B in
order to seek out sensible new technology opportunities to generate a
more vigorous pace of innovation in U, S, industry, to increase
industrial productivity, to improve the U, S, competitive international

- 1 ;) bl

sosItion and wo DE TIlalEs LTAEALL shicesT M S i 8 S ju ¥

and effective action aimed at urgent national needs and/or economaic
opportunities. A tentative schedule of activities is shown in Attach-
ment E, which is meant to allow adequate time to consider at least
the potential areas of concentration shown in Attachment C,

and to contact the potential sources of renovated ideas shown in
Attachment D. An outline of the review material to be generated is
shown in Attachment F.

W.M. Magruder
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New Technology Opportunities

Anti-Trust & Patent Law Task Force:

Attachment A

Lew Engman
Bruce B. Wilson
Tony Chase
Don Rice
Hugh Loweth
‘: Jim Lynn
7 < John Ehrlichman
Dick McLaren
7/ — Peter Flanigan
Jim Lioken
Peter Peterson
\/Eﬁyd Krogh
Sam Pierée
\Pick Nordahl
Eb Rechtin
Herb Stein

John Dean

Miles Kirkpatrick *

Dept.
Wk
Justice
SBA

OMB

OMB

DOC

Dom. Council
Justice

W B

w_.H, ¢
W. H.

W. H.
Treasury
Justice
DOD(DDR:E)

CEA

W.H,

Fed. Trade Cormm.

% Consulting basis as required by chairman
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Background

Legal

Legal

Business
System Analysis

System Analysis

General
Legal
Legal
Banking
Legal
Industry
Legai
Legal
Legal
Technical
Economics
Legal

Business - Legal



Attachment B

New Technology Opportunities

Anti-Trust

& Patent Law Task Force: Charter

Purpose: 1)

2)

Examine existing administration anti-trust and patent law
policy in all of its aspects, including the conduct of
American "Persons'' abroad, as a foundation for

further policy determination.

To specifically examine the anti-trust and patent law
policy as it relates to the New Technology Opportunities
Program designed to generate:

a) A more vigorous pace of innovations in civilian

PR PR PERTEETEE S SRR SRR R S e -l B 4o~

improve the U. S. internza;ional competitive position,
b) and, to orient policies and practices insofar as is

practicable, to new technology opportunities in the

Civilian sector. The policies and Technology

opportunities should be directed at basic national

needs and/or economic opportunities.
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Attachment C

New Technology Opportunities

3)

+)

5)

3
7)
8)
9)

10)

11)

12)

13)

14)

15)

Anti-Trust &Patent Laws Task Force: Potential Areas of Concentration
1) Webb-Pemerene Act of 1918 - For protection of small U.S. exporters
-2} Clayton Act of 1914 which deals with effective remedies to

persons injured by violation of anti-trust laws.

The Sherman Act of 1890 which outlaws all combihations and
conspiracies in restraint of Interstate and Fore.ign Commerce.
Federal Trade Commission Act of 1914 whicih creates the Federal
Commission to eliminate unfail: methods of competion in Commerce.
Wilson Tariff Act of 1894 which seeks to preserve competition

in the U, S. Import Trade.

TT Q@ Poatant T.aws

Scott Patent Reform Bill ¢

Patent Procurement Practices

Patent Licensing

Patent Enforcement

Technology Transfer Agreements

Business ""Off Set'" Agreements

International mergers

Competition Against Nationalized Industries which combine National
Treasury Development Funding and operational subsidy.

Anti-Trust Impedements to Diversification
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16)

17)

18)

19)

20)

Attachment C (cont. )

Anti-Trust Impedements to Mergers of Small Business into a

more efficient and competitive Firm.

A Review of Foreign Industry - Government relationships in areas
working against U. S. Trade.

Anti-Trust Considerations when U. S. firms are competing against
foreign cartels.

Anti- Trust and Patent policies as they impact upon U. S. industries
and plants in foreign nations.

Any others that the Task Force feels are appropriate to the charter.

A
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Attachment D

New Technology Opportunities

Anti- Trust & Patent Laws Task Force: Potential Sources of Ideas

2)

3)

4)

5)

Industrial Trade Organization
Technology Intensive Business Firms
Government Agencies:

e DOD, OST, AEC, CEA, OMB, Justice, SBA, Commerce, Treasury
Individuals of National and/or International Repu‘terin. the Rk&zD and

Export Community.

Academia
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Attachment E

New Technology Opportunities

Anti-Trust & Patent Laws Task Force Schedule

Chairman to Assemble Task Force -- 1 September Lo
Agreements on:

1) Membership

2) Charter

3) Potential Area of Review

4) Potential sources of Ideas

5) Schedule of Assignments and Due Dates

6) Set-up Review of Available ‘Material

Request Potential Sources for Contribution

1) Send out Requests ; 2 September 1971
¢) Replies Recelved % 27 September 1971

L

Receive '"Technical Opportunities Inpats)
(L. Goldmuntz) 8-14 September 197

Receive D.O,D. Congressional
NGovernment Practices on Procurement” Committee Report

1) Utilization of Resources
(J. Roach & J. Carpenter) .October-November 19

2) R&D Procurement Process

{(J. Roach & J. Carpenter) 1 September 1971
3) Major Systems Acquisition .
(D. Soergel) 15 September 1971

Receive Federal Council on Science and Technology
Report "international Transfer of Technology' from
Treasury Department  (J. Petty) 27 September 1971

"innovation in Government Industry
Arrangement'' (J. Lynn) 29 September 1971
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Attachment E (cont.)

Task Force Progress Review

1)
2)

3)

4)

6)

Review of Available Material Complete 15 September 1971
Review of Outside Source Material " 4 October 1971

Complete Draft of Task Force Recommendation
15 October 1971

Review Recommendation )ST /OMB .19 October 1971

Review Ehrlichman, Shultz, Peterson,
Flanigan ‘ : 23 October 1971

President's Final Plan . 5.5 October 1971
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Attachment F

New Technology Opportunities

Anti-Trust & Patent Law Task Force: Review of Criteria Outline

Descriptions of Item
Sources of Item
Need for Item
a. Who benefits (what industries, what geographical locations, etc. )
b. Why (importance)
+  Urgent National Problem and Social Benefits
T Opportunity for Economic Growth ;
+ Export or Import Repl‘acement (Balance of Trade)
+ Employment Impact
+ Technical Leadership Impact
+ National Security Impact &
+ Enhanced Foreign Policy Imbact
+ Improved Productivity Impact
=+ Resources Saving Impact
c. What are the payoffs (social, and economic areas, bindustry etc. )
d. When needed?
Feasibility
a. Analysis

+ Results

+  Who did Analysis

+ Risks
AA e I A LIVE &\ 4 4 dUS mBRiis )
+ Risks (side-effects, problems areas, international impact,
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C.

Attachment F (cont.)
social and business barriers, etc.)
Past Experience
i Tried before?
+ By whom and results?

+ Other nations related experience?

Reproduced at the Richard Nixon Presidential Library and Museum
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Form DOT F 1320.1 (1-87)

UNITED STATES GOVERNMENT ' DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY

}/jé Worain C] Uun

New Technology Opportunities Review of RO
Federal Incentives for Private Investment in

e, RED - Ref. (1) Memo dated 2 Aug 1971, same i:fe’fptz

subject, McCrackin and David to Distribution

oM = W. M. Magruder

s . Attached List of Addresses (Attachment A)

It is requested that Don Rice convene the Working Group shown
in Attachment A, to accomplish the charter shown in Attachment B,
in order to seek out sensible incentives to generate a more vigorous
pace of innovations in U.S. industry, to increase industrial produc=

s tivity, to improve the U.S. competitive international position and to
orient the incentives to enhance early; and effective action aimed at
urgent national needs and/or economic opportunities. A tentative
schedule of action is shown in Attachment E which will allow adequate
time to consider at least the potential incentives offered in Attachment C
and to contact the source of incentives shown in Attachment D for inno-

B Ae eadlian ~f +ho vasriaw material l’fn bhe aene’rated is

shown in Attachment .
¢

s

W. M. Magruder
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. . THE WHITE 1ICUSE -

\‘VASHINGTON

August 2, 1971
MEMORANDUM FOR 0
- _ ’ THE PRESIDENT

Subject: Federal Incentives for Private Investment in R&D

in our memorandum to you of April 14, 1 371, wt recomment

study of tax ince “‘1ves to increase private investment in R&D. Its purpose

would be to generate a moxc vigorous pace of innovation in civilia , industry,
c a

roductivity and, in turn, to iraprove our inte rnation

-
¢
)
ot
Ui
o

o

Based on further study e
encourage jndustrial sv*‘po"t of R&D including, but not limited to,
The essential conclusions of our study are as follows:

-
|

we strongly reco: ymmend & set of federal incentives to
£

1. A number of economic studies indicate that the U. S. is vv‘ce“—
st ey dn Eivtitan Bl This nrobably occurs because i.ndiwdvzn firms do

e S B

not have guiilclent tnCeiiive LU Likiils v erues 3O FleoiadLE

a0 B P R e IR R I IS T U

~ ey

the more exploralory and basic research, cano often be used nmout payment of

§oe

royalties or otner fees by firms other than :11(,‘1011_ malking the inn svation.

e
the 1’11‘0\(‘»01 may recover onh a I;m‘uon Gt

the true economic vaite. of his

nmow i.j_on. il - §

PRSI

2. A taxcxe t should.be. iyven. for R&.eX2 cnditures by firms. 1f the

deﬁmaou 01 ~\e,\D us s fommﬂateu. a tex can be

adnnnb m-e d»}ﬁ_ea.shq“ Yol

© e

3. Since a tax credit based on coznpany—fina*_‘;ccd R&D would tend to
e

empha:wc mainly appl d rescarch of primary interest o individual firms, tae

tax credit should be upplc:nente d with bnp following measures

a. A special tax ¢ credit fo*r industrial supp ort_of R
to encoursa <:c‘ basic and c::zﬂhrﬂmxy research
importance and to stimulatle t\"o-way flow of icteas an

2nd engincering ta lent Le"vecn indusiry, and

N e _..—,.._._.— ey s s e

b, G 'mts dw.sumu ate 1 on the bacis f)f competitive biddin

d!ld irade associa “tions o CnCOnT rage firms Lo”(mu.':z'

rTesd rch G GO RO ""."f.‘i'-",‘”:‘ Lo tf":’(: ‘,'th,‘f:'."t Ao Ll

ANy Sy
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C. Awards to a2 snaal‘ numbr*r of 1ncummwls and firms i'or

re”"‘w‘h 1e¢thF of Umxsual Dcneflt fo the economy and

somety

PoSmm—— o

4, A program of R&D grants to firms to increasc their competitiveness

in‘expor trade is ﬂeeaed to promote key exports and to assist adjustment to
in

jncreased dnort c01 etition.

Since there has been little U. "S. experience to predict the cffectiveness of

federal 1*1cc*11.1’» es in stimu 191,1*161 private R&D investment, & pilot program i

that 1ncluges a variety fl"lCCﬂthC at T relativ ol" modm"w’t _(but mpanlnﬁful)

costs seems 11*d1ca’ce'1 Accordlngly, Twe p*oposc the .fo]]mvncr pac&dae of

feder’al m.centw»s. . _—
g : v Estimated
Incentives Federal Cost

a. A 5% tax credit based on corporatel $600 million

4

-111R&D with a 1mu‘1c1u‘ne tax credit
whose tax liabilities fall short of the

o A e

F R B8 o u(.,;.x.u;:;uu.) Ve LN s M
industr Wh(',\"nc'{ cricludes 0 B
and . marketing research) w ould proyiae a
workab;e basis for administering the tax credit.
SQ_ZQGA,,m_Qﬁﬁf_iQ&.ti,@n_,? such as _the deletion of
overhead eXpenses, will be needed to faciiitate

s

. adnmns traticn.

The cost esti mate assumes that ”nuelif}ed“
: R&D would be $10 ‘billion in 1992 without a fax

credlt and $12 billion with a c*‘edlt. .
b. A 25% tax credit for firm, support o* university $ 40 million
£ e research (about, ..)100 nn‘ho'm in 197 1), assuming
that 1972 university support would. JO.increaspd
to $ 160 million by the tax creal.t.‘- .
c. Matching funds. for. R&D pe‘mforme‘drif‘r contra acted $ 50 million
by industrial ass sociations (about $100 ﬁrluon in

1971) dvvamgd on the basis of, competitive e bidding

to nzaxunlzc 1)"‘ '\'2116 COI‘A r*buuon.;.
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Federal incentives for Private Investment in R&D
sesiment 1 - .

Current interest in stimulating R&D “activity stems from @ number of related
concerns:

1. There is a growing body of evidence thd,t the economic return to
R&D is very, high relative . to_the rate of return. on.other: 4hvestment. In other
words, “the country curren atly is undcmnvectlnc in. RE&D.

2. Even though the statistical evidence indicates underinvest:ment the
share of GNP devoted to R&D has been falling as a result of declining federal
support for R&D through the c“.eiense and space-budgets.

3. The maintenance of the predominant U. S. role in the world economy
requires a relatively high economic growth rate, and a strong competitive
position in international trade which has heavily depended ori U. S. technologica
leadership in such areas as jet aircraft ‘and computers., Increases in R&D
expenditures can play a role in attaining both of these goals.

RS

il

4. Defense and space cutbacks have reculted in the urderutxhzahon oi

sc1ent1sts and other highly trained, fechmcal \"’Ol‘x\C"‘ . Although “unemployed
scientists and engineers constitute a very small proporuoq of total unemploymen.

thely situation has o “tdarnbis ._mw t3~al imnact bécause failure fully to e employ
this highly educated group, symbolizes 8 nations, Laiiuss L shaeiy s
i sk SRR ‘ Ay i e o SideEe

Evidence on underinvestment 4

The present tax system provides a significa ant subsidy t o R&D.by.allowing firms
to deduct R&D p\'ﬁrn.rnrnrpa 11:(1_*;\_ J_i;wc_\'iy rat'hmr ’;han Aeq:.iring therm to rcgard
vaD as a_capi! ital inves siment which sho uld be written off over time Despite

this sub51dv a number of econovnstq have esumatcd that the rn»rc*lnal rate of
return to R&D in a variety of industries tends to be higher than the margi "'“é] rat
of return to oramar\ 1w estlncnfs. The rncasurement of the return to R&D faces
some serious conceptual difficulties and the results of studies are sensitive to
the assumptions on which they are based. Thprefo e, not 2ll economists are

i e

§ conv1nced by the evidence, ‘but 1t is fair to say tv1at the sceptics are ina rmno*"{

A relatively high marginal rate of return does not by itself mean that an additic:
subsidy is warra anted, because the return Ou. R&D torsociety may be uncertain’ &
society may be justified in demanding a high risk pr emium. However, manty
believe that the rate of return is kept up by.other factors which do warrant an
additional subsidy. First, the indiv icdual's incentive to invest in R&D is c‘-?*"'“x*‘“.‘

by the pos sibility that the re esulting mno\atu‘m will be quickly copi od or otherx

used by competitors. Moreover, the new idea 1Ay have applications in other
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T WL SR

sndustries that are not con temnplated by the innovator. To some extent the
innovator can protect himself with patents, but often an idea is not patentable,
or the patent can be circumvented. Consequently, the R&D investor captures
only a portion of the true economic value of his invention. The capturable
portion of the total return tends to be smallest for basic research and for
this reason underinvestment is probably nloct serious in this area.

Second, R&D investmment’ is held down not only because the returns are not
all capturable by the innovator, but also because . he is uncertain _about the
portion ! that he can capture. Hevce, the n.sk 2ttuch\,d to an R &D investment

is h1gher to the 1nnovator than it is- s to soc1ety As.a. W nole X zmci Lhc £1 ec m market

does not de»o»e a socmlly opt1n1um amount of resources _to R&D.

On the basis of these considerations we have concluded that there is probab’. 7

underinves Lment and that further subsuhcs are war r"mLed Submdaes can be

prov1ded using any of the following measures:

5 g ] A, Tax Credils

- - = 1

I’KUI‘U\_J‘&JJ - P s GILOE SR i saduwece their fax Lafiliteese

ES _.w-.._,....,.ﬂ i e g a4

17‘1 *1’\ C*\ e r\rf'ﬂ

by an amount cqual to 5 per ¢ cent of their exnenc’ﬁn

firm, in independent firms or in industrial aqoxomanons fne tax c*cn Lt =1 ould
take the form of apefund Lo firms _.vhose tax ]1ab111tle fall :ho;t of then c*‘ec‘-_.
The Nab onal Sc1cncn Ioundatlpn definition of Ré\ D could be us ed, wuh come
'mmhﬁrr«ﬁmﬁ ac 2 bagic for the _ércdit. This definilion has beenn woiked outl
with 1ncustr1a1 firms and explicitly excludes soc1a1 _science, psvvhological,_, and
market reseg garch. Althouf*h such recearch can be socmllw \/aluamc, it is
difficult to ‘dentﬁy it with prec1smr1 and, thus, should be excluded to ease the
administration of the tax ¢ redit. For the sarge reason, overhead expenses
related to R&D unould be c:\cludcd because of the difficulties which would be
faced by “the tax aumomtxes in allocatm overhead between R&D and other

activities.

PR - i e

1

‘Advantages

\\_‘—/’Au‘ i e -
1. The choice of R&D projects is*made by the firm and thus no
govelm‘nent bureaucracy 1<; reqmred to seloct projects.

2. The credil is oquallv avallqble to '111 1ndu< L11 S and no one group
or institution becomes highly depe “ndent on the st ubsidy or acquires a per manent

A
vy

¥ s 5
s ) ~ 4y 4 P P | | 1}
Cliality QL jeaerax O lle

o
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3, The business_ community is wcll acg'u'xmtegim}y_i_th“;aggpc,;_ngdits.

A i i i AR I S S

DldeVElnt age L . .

\‘~~...

1. The firm will chco\n, he R&D projects with the highest profits to
its owners without rega ard to the 111110‘/&12]01’) s beneficial effect on. the rest of
society. Conseau.ntly, the ta:' cAedlt does not directly focus on areas

where the return to 80C iety rg_xt}v e\'ceﬁd‘* the Ti ivate zeturn.
2 e l’)

e Ehe tz;_gg_gedit,wilﬂl___ggwdj_jf_i\,mt_ for the Treasury | to adm1mster.

T T

3. . The taxﬁ__c}redit will subsidize some R&D which. the firm.. would have
been willing to do without a ! submdv and will, therefore, provide firms with a
windfall. There will bg”pg};91'g§1~‘QPR9§1 tien based on this point. A

< = -

4. The credit is not autovnamca']ly subject to budget review and may
tend to outlive its usefl ulness. ‘However, this may not be an 1mport'ént problem.
Many thought. that the inVestment tax cre rht womﬂd cscape.review,- but,..infact,

it has constantly been re- u/am@ted = ;

PROPOS! \T 2. A tax credit of 25 per cent to the fn‘ln for R&D \"mr}" it

i

il o P 2 o S Al B

finances in unwerﬂhes.

ppn—e

ST——

e e e o e 2 !;
T
a.

Advantag cs ®

By

1. . Because anw.ver;,ulcs concentrate on basic and exploratory resear chy

it will be encouraged the mos Tms is_ Drobably where underinvestment is

mo.;f scmous,,

S T AN X

2. Bwill SLrengﬂ“enr the ties bctween the umversit;} and business

v LAY

communities.

3, Suppeort of ur iversity : research. in the physical sciences and :
engineering would be strcnfftncped to oifset reductions 1 in the fir fmanma1 support
provided by NASA and the DOD.

R s e R A

2w e s A NI . ST IS

-

Disadvantages

1. Some may protest that university re:,carch will be biased to suit

the neceds of industry ra ather than .o**'a*'d those of .:OLlCt'y as a whol

o

¢ N
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PROPOSAL 2: A grant program, costing $50 million, should be used

to subsidize R&D in the S eST5TS of the economy most aftﬁ__c,_g_t;@_gv_bdytrljvgfg;z,}j_r}gghtional
trade. The grants could be-used to.develop nQ\y’,m;gdgg‘t:_sn_'_nf;g}j‘_dggpﬂcgrt or to

meet import competition. They could also help the Lx}_q‘_t}s‘t_r_i_e_s_”,r,x,)o_s_,t;,__d_ggzaged
ocesses for

by imports competition to adjust by developing new products Or pr

domestic markets.

KT, -. ,
@vantages f : ; . .

1. The grants are fo‘c_:us‘gi__clmon‘na;”p‘rpblem of vital concern to mapy and

mav help to forestall more restrictive and discfﬁ{ﬁhator . approaches to that
Y P

-

problem. - ol

2. - The budget costs of the program can be predetcrrnined.

e - — ——

~Disadvantages._

—

118 Since R&D takes a long time to :gaa')r orffu,_wt_lwl_ggg}iwgy“\r..'ilLnot»help
much with our current balance of trade problem. )

e ol i S

2. Many will argue that the policy will have only a minor 1mpact on &
major problem and that more fundamental reforms are required.

{
3. The agenc making the orant will be subject to ] olitical pressures
: ] 'S WL R e sttt Il ek bt SuEiey
to spread the grants Vamf‘ng_’geographic;} regions and industries. and this will

—

ts where they will be most beneficial to

constrain their ability to 1ocus the gra

i

our long-run trade balance.

: The %tp_cl.y,,c.Qmmi.t,‘tf:zgensid,ég?;slﬁ,broafle.z,,ar%.si. more expensive grant
program to support company R&D in activities unrelated to international trade.
The proposal was rejected be_gaugeﬂzgimt_h‘gm difficulty for;a_.g‘o'vernnxent agency to
assess the t1ju¢me<.:9_r_1_qmiq_potential of“tfn_‘e‘_projec__t;g_!_vak,r_xd the likelihood of strong
political pressures to make grants for Halamor projects. There would also
be pressures to spread the grants between regions and industries in a way that
would diminish the economic pay-off to the investment. -

B. Subsidies fo Associations of Firms

—

PROPOSAL: In a number of industries, research associations have
been formed to do research of long-run interest to their members. This type

of activity should be encou aved with a fede ral subsidy. The subsidy should

/
ad e 1
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with the highest amount of private funds. A\sr‘gqgi;}_ti_gg_,s__\y‘opl.d_‘v}p‘g‘__fjp_anced by

nmelfi_ll?_g;'—ibjﬁpwf‘qe s. Initially, tke total subsidy fund would be set at $50 million.

The asscciation and.not-the-gover ament would choose. b e g b
e e e BT T W5 arm il }) ¢

work would be 3 riorme din.non-membexr firms and non-profit.ins titutions, in

e

order to diminisn the possibilit‘; of collusion in restraint_of trade. For the
same reason membership in an association would not be restricted.

Advantages

1. Associations would perform the type of R&D which would have
benefits for the whole group that are difficult to capture by the individual

firm. Presently, underinvestment is likely to be significant.in this type of ,
R&D. i

e -

s A RSB S PSS o A o B 0 =

=

. ! v
2. The bidding procedure diminishes_the chance that the government

would subsidize projects which the association would have undertaken without '~

azrsubsidf“w'ﬂﬁé“?é’ﬁil?é-ccﬁi-’sv_bccausc S asociations would tend to reguest the
minimum percentage subsidy necessary to make additional projects worthwhile

from their point of view. - . :
Disadvantages : AL

. . e y o
1. Onlya few-associations c:}}“g}jep‘tlyhexmj:wa}nd:_thge_y are difficult to

o s

organize for the purpose of carrying out a particular type of R&D where a large
number of small firms have an interest. -A small firm knows that its membershis

£~ wpas 1 s

~ Y
LOCC vvilis dilan

o W
Vil

y & simall hnpect on (e probability that a project will be

Cr

successful and at the same ti:ne;_‘i_tﬁ}};:_swagggcl chance of benefiting from the Ré&l
even if it stays out of the association. A federsl subsidy will make membership
more attractive because each individual's contribution will be matched by a grant
and thus have more of an. impact on the probability that the R&D will be succe

However, the problem of attracting members will persist to some degree and

fact remains that n_ewzssociations will be easiest to organize where only a Iew
large firms have an interest in particular types of R&D. Consequently, it can

be e?:p'é‘émt"é'amthat*tﬁéwaf{;gf feaeralndolllars would go to oligopolistic industries.

S—— by

v ,
"""" § 2.  Antitrust laws require that membership be kept open and this limits
the extent to which a few firms_can_combine to engage in the type of R&D where
all of the benefits can-be captured by the-thembers. This .dinyini_s}‘;e,? the
attractiveness of the associations to iu.dividual firms, ‘and wi}lpgrb the response
i sigeC e tc}"';Héuéﬁbéicﬁ".v e e ol Vo g i T et 5, - ,

- el
N v
e AL Lo i .oy i
R — S TR & - (o
Ner? .
s el e s R ST SO PP A W4

Reproduced at the Richard Nixon Presidential Library and Museum




&N 24 C. Prizes g
e,

[

PROPOSAL: A $10 million fund should be_established fo reward

outstanding R&D achievements. Recipients would be rewarded three years

after the achievement, so that the panel giving the prize has a better chance

of assesﬂsing_the"wgnc_al.,,magnitude-of_(t‘}_;e_ achievement. The fund could provide
fox nine $100, 08¢

) prizes ($100, 000 would be left over for _adrninistrative

expeg_ses) or it might be preferable to have a few larger prizes for particularly
meritorious achievement. Prizes would be granted to individuals, firms, or

it institutions.

et s A ol i D

‘to nen-pro

Advantages

1.~ The prize focuses on the output of research whereas the other '

proposals support inputs ‘o rescarch, in other words, prizes place more of

a prelnimn on success. he
b A SR Db A" 5 A TR

2. The prize will convey, prestige as well as a monetary reward and
will enable the nation to show that it highly values scientific achievements.

3. The prize can reward innovators who benefit society as a whole

Rt s . b T R S T e o i
VW LLbha et vy baalilss P afalgt oy Thermnegailves s L ey GuCudl s

R&D where there is presently significant underinvestment.

o,

Disadvantages

3 FURP 1 s O R
1. The prizc-granting pan el will be subjec
S B = i
s

to the sarne sort of

v ect
olitical pressures faced by those distributing grants.

2. It will be difficult to develop critexfia fo

g A o

r choosing prize recipients.
3. The fact that the prize is uncertain and is delayed until three years
after the project is completed will diminish its incentive effects.

N B T AR A T 4 A

an g

Conclusions
The study group also investigated several other tax incentives, grants, and
credit schemes but concluded that they were all definitely inferior to those
listed above.

Because the foregoing proposals focus on somewhat different types of R&D,
and because each has certain disadvantages, it was decided not to depend

heavily On any one proposdl. Fhererre, nackare appl ogach was Chos @,
(AR SPCC L ALt Mol L& TLC R L "€ X i Lutry thie @ CCOITIRY 353 5y IYICIILL L
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TECHNOLOGY INCENTIVES TASK FORCE:

NAME DEPT
Don Rice OMB Chairman
Herb Stein CEA
Dave Beckler OST
Mike Moskow Labor
Joel Segall : Treasury
Bill Niskanen OMB
Jim Conner : DOC
Tony Chase SBA X
Jon Rose W.H.
(2] Efriaan
OTHERS
Hal Passer UL »
Hudson Drake : DOC 1
J. Carpenter DOD |
Ray Bisplinghoff NSF

Federal Reserve Bank

Ed Ball DOD
John Foster DOD
Lt. Gen R. Coffin DOD
Elliott Harwood DOD )
Karl Harr AIA
Herman Shipley AIA
AEC
Dick FitzSimmons NASC

Reproduced at the Richard Nixon Presidential Library and Museum

ATTACHMENT A

MEMBERS

BACKGROUND

System Analysis
General/Econ.

- General
General
Tax
System Anslysis
Indu,stry P

Industry

rcon/ Jj_;II’lpJ.OYIIlCIlI

Industry

Industry

Industry



ATTACHMENT B

TECHNOLOGY INCENTIVES TASK FORCE: CHARTER
PURPOSE:
(1) Generate a more vigorous pace of innovation in civilian

industry, to increase productivity and, in turn, to

improve the U.S. international competitive position.

(2) To orient the incentives, insofar as is practicable,, to new -
technology opportunities in the civilian sector. The incentives
and technology opportunities should be directed at basic

national needs and/or economic opportunities.
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ATTACHMENT C

TECHNOLOGY INCENTIVES TASK FORCE: POTENTIAL INCENTIVES
1. Tax credits for corporate investment in R&D.

2. Tax credits for industry support of university research.

3. Awards to individuals or firms for research results of annual benefit

10.

11.

to the economy and/or society.

Matching funds for R&D perforrn.ed by Industrial Pissoc_:iahtions.
Grants to companies for R&D to pron‘lote exports.
Procurement incentives.

Cost share in R&D aimed at urgent national needs.

Tav danraciation an R&D oriented canital edninment.
Increased industrial rights in government sp‘éhsored R&D.
Revision of Government Practices involvin}g IR&D regulations.

Others
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ATTACHMENT D

TECHNOLOGY INCENTIVES TASK FORCE: POTENTIAL SOUR CES OF

INCENTIVES IDEAS

Industrial trade organizations
Technology intensive business firms
Government agencies:
e DOD, OST, AEC, CEA, OMB, Labor, Treasury, Comm'e"rce,
SBA, NSF, NASA, FAA, Federal Reserve Bank, DOT
Individuals of national repute in R&D community

Non-profit R&D organizations
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ATTACHMENT E

TECHNOLOGY INCENTIVES TASK FORCE: SCHEDULLE

1. Chairman to assemble task force 1Sept 1971
e Agreement on:

1) membership

2) charter

3) potential incentives

4) potential sources of incentives

5) schedule

2. Request potential sources for contribution

1) send out request from each task
R Qant 1071

&

Iorce memper

2) replies received from sources ! 27 Sept 1971

3. Receive ""Technical Opportunities Inputs) (L. Goldmuntz) 8 thrﬁ 14 'Sept 1971
4. Receive DOD Congressional Review
nGovernment Practices in Procurement) Committee Report
1) R&D procurement process (Jim Roach 1 S‘ept 1971
J. Carpenter)
2) Major systems acquisition (P. Soergel)- 15 Sept 1971
5. Receive CEA/OST: federal incentives for priva'te 2 August 1971
investment in R&D
6. Receive Department of Commerce Study on 29 Sept 1971

UInnovation in Government/Industry Arrangem ent"

Jo luynn, DOC
( y 2 F\)eproduced at the Richard Nixon Presidential Library and Museum



ATTACHMENT E

(Cont'd)

Receive Federal Council on Science and Technology Report
" International Transfer of Technology" for Treasury Repo'rt
(John Petty)
Complete draft of incentive plan

1) sub tasks to chairman

2) committee review of plé.n
Reviews to incentive plan

1) Preliminary review of actio;ls

2) OST/OMB/Final plan

3) Ehrlichman, Shultz, Flanigan, Peterson)

4) President's final plan ¢

Reproduced at the Richard Nixon Presidential Library and Museum

27 Sept 1971

8 Oct 1971

15.Oct 1971

6 Sept 1971
18 Oet 1971
22 Qet 1902

27 Oct 1971



ATTACHMENT F

TECHNOLOGY INCENTIVES TASK FORCE: REVIEW & CRITERIA OUTLINE

Description of incentive

Need

a. Who benefits (what industries, what geographical locations, etc.)

b. Why (im portance)

+

+

+

+

+

Urgent national problem and social benefits
Opportunity for economic growth impact
Exports or import improvement (Balance of Trade)
Employment impact

Technical leadership impact
Enhanced foreign policy impact
Improved produ.ctivity impact

Resources saving impact

c. What are payoffs (social and economic areas, industry, etc)?

d. How much needed (budget impact in size of incentive)?

Feasibility

a. Analysis

+

+

Results

Who did analysis
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ATTACHMENT F
(continued)

Alternatives (trade-offs)

+ Risks (side effects, problem areas, international impact,
social barriers, etc.)

Past experience

+ Tried before

+ By whom and results
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Form DZT F 1320.1 (1-67)

UNITED STATES GOVERNMENT ' DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

MQWZOTCH’ICIIMM

pATE: 31 August 1971
palie ' In reply :
supicT: New Technology Opportunities Review of ibter s
Restrictive Labor Policies

fRom : Director, SST Development
1o : Attached List of Addresses (Attachment A)

REF: Domestic Council Study - "Evaluation of New Technology -
Opportunities" dated 1 July 1971 from John Fhrlichman to
Agencies :

-

1. It is requested that convene the working group shown -

in Attachment A, to accomplish the charter shown in Attachment B, in
order to seek out sensible new technology opportunities that will
generate a more vigorous pace of innovation in the U.S. industry, to

. increase industrial productivity, to improve the U.S. competition
international position and to perhaps orient labor policies toward
early and effective action aimed at urgent national needs and/or
economic oonortunities. A tentative schedule of activities is shown in

A .. 1 & | XA 1 .

oA o e . R T e o AP

the potential areas of concentration shown in Attachment C, and, to contact
the potential sources of innovation ideas shown in Attachment D, An
outline of this review material to be generated is shown in Attachment F.

W M, Mégru&er

Reproduced at the Richard Nixon Presidential Library and Museum



New Technology Opportunities

Restrictive Labor Policies Task Force:

Ed Morgan W.H,
Jon Rose W.H.

R. George Crawford W.H.

OMB

CEA
Justice
Treasury
e
CAB
Industry¥*

ﬁa@*

*Consulting basis as required

Attachment A
8/30/71

Members

L
Ze?a;« i
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Attachment B

New Technology Opporfunities

Restrictive Labor Policies Task Force: Charter

Purpose: 1) Examine and inventory existing restrictive labor policies and

evaluate their impact in all aspects as these policies relate

to new technology opportunities designed to generate:

a. A more vigorous pace of innovation in civilian industry, to
increase productivity and, in turn, to improve.the U.S. in-
ternational competitive position.

b. and to orient the making of new labor policies toward new.;

technology opportunities in the‘civilian sector. The technology
opportunities should be directed at basic national needs and/or
economic opportunities.

2) Examine Anti-Trust and Patent Law Policy Application

5) Develop a metnodology IOT d1scussions witn 1ndustry, lapor, consumers
¢

and government.

{

4) Develop a public relations program as technology and labor initiatives

evolve.
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Attachment C

New Technology Opportunities

Restrictive Labor Policies Task Force: Potential Areas of Concentration

1) Review of Existing TLabor Policies Impacting upon New Technology
i.e. Transportative, Air Traffic Control, etc.
2) Explore Anti-Trust and Patent Law Applications in New Technology

Needs.
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Attachment D

New Technology Opportunities

Restrictive Labor Policies Task Force: Potential Source of Ideas

1) Industrial Trade Organization
2) Technology Intensive Business Firms
3) Government Agencies
. Commerce, Transportation, SBA, OMB, Interior, Agriculture,
HUD, HEW, DOD, NASA, & AEC.
4) TIndividuals of National Repute in R&D Community.
5) Academia o = 5
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Attachment E

New Technology Opportunities

Restrictive Labor Policies Task Force: Schedule

1. Chairman to Assemble Task Force 1 Sept 1971
Agreements on
1) Membership
2) Charter
3) Potential Areas of Review
4) Potential Sources of Ideas -
5) Schedule of Assignments and,Due Dates
6) Organize Review of Available Material
+ 2. Request Potential Sources for Contribution
1) Send out Requests ' 31 Sept 1971

2) Replies Received 22 Sept 1971

¢
3. Receive "Technical Opportunities Inputs"] (L. Goldmuntz) 8 thru 14 Sept 1971
4. Receive DOD Congressional Review

"Gov't. Practices on Procurement

1) Cost and Pricing Information (B. Hall)

2) R&D Procurement Process (J.Roach & J. Carpenter) 1 Sept 1971

3) Major Systems Acquisition (p. Soergel) ’ 15 Sept 1971
5. Receive Federal Council on Science and Technology

"International Transfer of Technology" from Treasury

Department (J. Petty) : 27 Sept 1971

6. Receive Commerce Dept Study "Innovation in Govt.

Industry Arrangement' (J. Lynn) 29 Sept 1971
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1)
z)
3)
4)
5)

6)

Attachment E {(Cont.)

Review of Avialable Material Complete

Review of Outside Source Material

Complete Draft or Task Force Recommendation
Review of Recommendations OST/OMB

Review Fhrlichman, Shultz, Peterson, Flanigan

Pres. Final Review

Reproduced at the Richard Nixon Presidential Library and Museum
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4

15

+ 20

25

27

Sept
Oct
Oct
Oct
Oct

Oct

1971

1971

1971

1971

1971

1971



Attachment F

New Technology Opportunities

Restrictive Labor Policies Task Force: Review Outline

1. Description of Policy and/or Practice
2. Source of Policy and/or Practice

3. Need for Revision to Policy

a. Who Benefits (what industries, what geographical locations etc.)

b. Why (Importance)
+ Urgent National Problems and Social Benefits
+ Opportunity for FEconomic Growth o
+ Employment Impact 2
+ Technical Leadership Impact
+ National Security Impact
+ FEnhanced Foreign Policy Impact

-+ LwpLuveu FLoducliviiy Lwpacu

+ Resources Saving Impact !

c. What are the pay offs (social and economic areas, industry, etc.?)

d. When needed?
4. Feésibility

a. Analysis
+ Results
4+ Who did analysis
+ Risks

b. Alternatives (Trade-offs)
+ Risks (Side effects, problem areas, international impact

labor impact, social and business etc.)

T, T
4+ Tried before? Whenf ,

4+ By whom and results

+ o gPraduced atthe Richard NignPresidsatat ibra and Museum



WORKING GROUP

1. TRANSPORTATION - Bud Krogh, Deputy Assistant
(Charles Clapp, Spec. Asst. to Pres.>

2. COMMUNICATIONS AND SOCIAL NEEDS - (No one from White House Staff -
only OST)
3. NATIONAL RESOURCES - John Whitaker +OST

(Dick Fairbanks)

4, URBAN/SUBURBAN DEVELOPMENT - John Whitaker
: et
Vicki Keller

55 PRODUCTIVITY it a) Peter Flanigan 7~ Peter Peterson. o 5""»““‘7—"7%_
b) 8 1 1" 1" &
C) " 1 1" 8]
d) John Whitaker, (Dick Fairbanks )

6. HEALTH CARE - Ken Cole ( Caveunai gt )

7. NUTRITION - Ken Cole ( (avaiiatsh )

8. WASTE MANAGEMENT - John Whitaker

(Dick Fairbanks}

9. "TECHNOLOGIES FOR MEETING THE AIR QUALITY - John Whitaker
STANDARDS ECONOMICALLY (Dick Fairbanks)
10, GLOBAL ENVIRONMENTAL MONITORING - John Whitaker

(Dick Fairbanks')

11, PROTECTION FROM NATURAL DISASTERS -
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é}@g@{}LSTR[&T]‘V ELY CONFIDENTIAL

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF SCIENCE AND TECHNOLOGY

WASHINGTON, D.C. 20506

Kugust 27, 1971

HEO Attached list of addresses (Attachment .A)
FROM: Dr., L. A. Goldmuntz, OST
SUBJECT: Schedule, Policy and Outline for Agency Presentations of

Material in Response to Domestic Council New Technology
Opportunities program

REFERENCE: (1) Domestic Council Study - Evaluation of New Technology
Opportunitics dated 1 July 1971, from John Ehrlichman
to Agencies

(2) Memorandum for Working Group for Domestic Council
New Technology Study dated 24 August 1971, from Lawrence
Goldmuntz

1. Some of the working group reports, due Augu:;:,t-l&tn, have been subimiited
and reviewed. While much of the material is excellent, much of it has not
been evaluated against the criteria suggested inireference (1) (Attachment A)
with a reasonable degree of thoroughness and objectivity. ;

2. In order to expedite approval of material submitted in accordance with
reference (2) (Attachment B), each agency working group should prepare

a synopsis of its material in accordance with the outline offered in Attachment
C. If this outline is not universally applicable, make appropriate modifications
that are justified by the nature of your subject matter. There have been some
schedule changes made at your request in the reviews enumerated in reference
(2) (Attachment B).

3, In order to present your material effectively at the review, please reduce
"the synopsis, described above, toa set of briefing charts as shown by way of
illustration in Attachment D. The briefing charts are required by the time
of the second review and would be most helpful if available by the time of the
first review,
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Eo ! - , A TTACIIMENT A

‘ e : .__Al.?.l\_-‘;gii STRATIVELY CONFIDE

The stud should a )1 t}‘ese basic Cl‘ltcl'ld to ccxch technolog ic:ct
PPLYY
ox program before any increased funding is recommendcd to Uu Presicent.
1. Irn-*)or’c,zl_g:_g:: Project or program must *elntc {a) to a signiz-

Q

1ccmt and urgent nation 1wal-problem W hich is broa adly recognized by th
public, or (b) to'a signiiicant opnortumty for economic growth, increases

t=

exports, ox technological leadcrshiy

- 2., Pay Off: The cost/benefit ratio nmst be favorable. What aze
the social and cconoxn*c benefits - including impact on balance of tracde,
productivity ¢ nd ernployment? What will be the distribution of benefits

among different indu stlic<‘ and areas of the country? -

i

= %, Public ] Imnoci: Can visible progress be shown within a

reasonable period - neluding significant pr ogress in plarning & d desgizo
by nc"t sumner? A tn’nctabl mmust be provided by fiscal ycar for ecach

QL

shase of evelopment: lanning, design,” yitot dernonstration, etc.
1 ’ gny i s

o 4, . Bud(fd Iimpact: What are estintated long -term costs ovex
nesxt six years or full B Fsterns cos»'?

5. Noz wa o et Whiak 3s the f’casibihi& and 11 dY TRl

mum extent of cost sharing By DUASTEYE RE T project be

throuch steps short of direct Federal funding® regulation or dc~rc~.gu'¢ o L

standard se ting? : {

6. Potentml Problems: Are

cconomic barriers to acce eptance and jmplementation of. 'L'ne technology =znd
how are they to be overcome? Are there any andesirable side eifects

from the technolog and how are they to be dea alt with ?
i Y

« 5 £

rt"

e {n'rwrmm (o0

14.

5 Organization and Management: Assuming several prograz-3
PR s e e < oot . <
ra { '“ 5 i

anjzation (exisfin
should be created gt

or projects rmoct the above criter ia, what kind of oxrga
apencies, new agen 1cy, Or qua jasi-public corpora ation) s
any) or redirected to ?rry out these progrzm‘ls? i e
The study should have two phases: (1) an inte rirn report duc the PresiZent
Septemnber 1, and (2) a final rep t due the President T

Dl. Tdward David, the ‘)1 ccto*' of &
‘and the Presiden nt!s Science Advise
John Whitaker will have Domest ic

ADMINISTRATT IVELY CONFIDELTIE,

P
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= EXECUTIVE OFFICE OF THE PRESIDENT .©
OFFICE OF SCIENCE AND TECHNOLOGY

WASHINGTON, D.C. 20506
24 August 1971

.

MEMORANDUM IFOR

Chajirmen and Deputy Chairmen of Working Groups
for the Domestic Council Study on New Technology Opportunities

Subject: Review of Working Group Inputs

There is attached a list of working groups and'a schedule foxj\rcvicw of
working group inputs. It is expected that you will have written drafts
available for OST review two days before the review date. Each review
will be held in the office of the working group. Woxilld you be so kind as
to inform Miss Lee Siveck oi my oilice 03,11: 395-3534) the specilic rooum

number and address where your reviewiwill be held. All day reviews

Evenino reviews will start at 6£:30 PM,

X
o v v by Ty oo X aviie - AATVOSERa L

(o501

+ Q.00 AM

ol
[T Pras R A

ozéqr%vﬂ-,p & %‘]hééy‘mtg
C—x
Lawrence A, Goldmuntz

Attachments: '
1. List of Working Groups
2. Schedule for Review of Inputs

B % /)
< . /
el /,07‘ (( gt l 5

Lok

Jjver ‘/ /l/-“;, L
J Y ’;9
4/37 )%'2‘1 o D?uaﬂMuJ ik

7 . :
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24 Aungust TITT

DOMESTIC COUNCIL NEW TECHNOLOGY OPPORTUNITIES

SCHEDULE FOR REVIEW OF WORKING GROUP INPUTS

1st 2nd .
Date Draft Draft Chairman Agency Phone No.
8 Sept. - all day X Al Linha;‘es gt 426-4228
8 Sept. - evening x N. P. Ralston Agric. 388-7107
9 Sept. - all day %2 Walter Hinchman QTP 395-5190
9 Sept. - evening % Clayton Jensen NOAA 496-8971
10 Sept. - all day % . Frank Clarke Interior 183-5301
11 Sept. - all day % Harold Finger " HUD ’; 755-5600
13 Sept. - all day % Robt. Cairns DOC 189-3966
13ﬁSept. - evening - 4 Mel Taff HEW 1328407
14 Sept. -~ all day X John 'I“ownse}nd NOAA 496-8202
14 SepL, - evening = oLalLey L::ccuuc;.u. EXA lom=U 10U
15 Sept. - all day x Al Linhares
i5 Sept. - evening _' b4 N P, Raiston .
16 Sept. - all day ) Walter Hinchman
17 Sept. - all day 4 Frank Clarke
17 Sept. - evening p 4 Clayton Jensen
18 Sept. - all day x Harold Finger
21 Bept., - all day x Robt. Cairns
21 Sept. - evening x Stanley Greel;field
22 Sept. - all day. % John Townsend

23 Sept. - evening X Mel Taff
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DOMESTIC COUNCIL NEW TECINOLOGY OPPORTUNITIES
T WORKING GROUPS

/

The following technical groups are active in support of the Domestic
Council study on new technology opportunities:

j. TRANSPORTATION

Chairman: Dr., Robert Cannon, 5 g (ph: 426-4461)
Assistant Sccretary (Systems :
Development & Technology)

Deputy: Mzr. Alfonso Linhares, DOT (ph: 426-4228)
Chief, Technology Assessment &

Operations Analysis Div. ‘ 2

In addition to the inputs supplied, by DOT personnel, there will be
inputs on:

A, Aeronautics

Chairman: Mr, Roy P. Jackson, NASA (ph: 963-4445)

hoonaArnTo ACYMINT aEyrarmy L

Advanced Resecarch & Technology

B. Advanced Automotive Propulsion

Chairman: Mr. Eric Stork, EPA : (ph: 443-4326)
Acting Director, Bureau of
Mobile Source Pollution Control

This one will be submitted through:
Dr. Stanley Greenfield, EPA . (ph: 254-6786)

Assistant Administrator for
Research & Monitoring

Both the NASA and EPA submissions are to be ‘made in parallcl tos

Dr. Lawrence A, Goldmuntz, OST (ph: 395-3534)
Dr. Robert Cannon, DOT (ph: 426-44061)

Reproduced at the Richard Nixon Presidential Library and Museum
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COMMUNICATIONS' AND SOCIAL NEEDS

Chairman: Mr. Walter Hinchman, OTe " Iphs 395-2190)
Assistant Dircclor

There are three working groups reporting to the Stcering Committee
chaired by Mr. Hinchman:

Working Group on Communications Capabilities

Chajrman: Mr. Leonard Jaffe, NASA (ph: 13-37344)
Deputy Associate Administrator,
Space Science & Avplications (Applications)

This group is covering satellite, cable and teleprocessing technologies.

Working Group on Government and Commercial Services

Chairman: Mr. Donald Haag, U.S. Postal Service (ph: 961~7862)
Manager, Advanced Systems Concepis
Development Division

This group is defining user needs as they arise from postal services,

Sgeyivos b B BRic o ke 3 srp R0 o and State and local administrations.

-

Working Group on Educational and Cultural Needs

; {
Chairman: Dr. Albert Horley,’ HEW (ph: 963-5940/41)
Director, Office of
Teleccommunications Policy

This group will define needs arising from the education, health care,
retraining, and arts /humanities communities.

NATURAIL RESOURCIS '

Chairman: Dr. Frank E. Clarke, Interior (ph: 183-5301)
: Deputy Under Sccretary

-

The three major contributions to this effort are being prepared by the
following groups:

Reproduced at the Richard Nixon Presidential Library and Museum



a
3, Natural Resources - continucd

SOU) cecs

A. Working Gi oup on Wa Water Rese

Dr. William S. Butchcr, O©ST : (ph: 395.-3527)

Chairman:
Execcutive Office of the President
B. Working Group on _‘I\_ﬁneral_lgdesoprces

Dr. Lindsay D. Norman, Interior (ph: 343-3941)

Bureau of Mines

WChairanan:

C. Working Group on . Contmental Shelf Resources and Weather
Modification

Dr. John W. Townsend, NOAA (ph: 496-8202) :

Chairman:
As §ociate Administrator

4. _____
Chairman:  Mr. Harold Finger, HUD (ph: 755-5600)
Research & Technology 3
{
& - PRODUGTIVITY I
N
p (ph: 189-3966)

Dr. Robert W. Cairns, Commerce
Deputy Assistant Secretary for
Science and Technology

Chairman:

Major inpuls arc being preparcd by the following working groups:

al Competitive Stature and

A. Working Group on the Internation
P1 oductivity of 1 Key Indust Industrics
Chairman: Dr. Harold C. Passer . (ph: 189-3525)
Assistant Secretary for

Economic Affairs

S Hm{ { arey Bro adly Support tive OL

B. Wm}\nm Group on T( C]mo]omc
Hmt can ] qdmuh Intes n‘ﬂum.k_}_

P](.hdl‘txl‘ 37 Uiy :.)*m()m‘n’ g

Chairman: Dr. Lewis M. Branscomb, Direcctor (ph: 921-2411)
National Burcau of Standards

Reproduced at the Richard Nixon Presidential Library and Museum
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5. Productivity - contihped

C. Working Group on the Utility of of State Commerce IExtension

Scrvices to Enhance the Efficiency of Industry

Chairman: Mr. William T. Knox, Comnerce (ph:

Dircctor .
National Technical Information Service

189-3227)

D. Working Group on Deep Occan Platforms, Ship Automation

and Nuclear Propulsion

Chairman: Mr. Marvin Pitkin, ‘MARAD : (ph:

Assistant Administrator for R&D "~
Maritime Administration

6. HEALTH CARE

" Chairman: Dr. Merlin DuVal, HEW (ph:

Assistant Secretary for
Health & Scientific Affairs,

Deputy: Mr. Mel A, Taff, HEW (ph:
Cnmnind s I, O R 23 T\n:’\r::]
. ‘!
7. NUTRITION e
Chairman: pr. N P. Ralston, Agriculiure {ph:

Associate Dircctor, Science
& IEducation

8. WASTE MANAGEMENT

Chairman: Dr. Stanley Greenficld, EPA (ph:

Assistant Administrator for
Rescarch & Monitoring

Deputy: Dr. Einar P. Flint, Interior 3 (ph:

Staff Mctallurgist, Division
of Solid Wastes

Deputy: Mz, Dale Oyster, EPA (ph:

Direoetey Toehnoloey T\,')\‘;-; 5.:;0’1

Reproduced at the Richard Nixon Presidential Library and Museum
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10,

11,

wlu

B

TT;C]TNOLOC]I ¢ FOR MEETING THI AIR QUALITY
STANDA Bl LO’\OMI(‘/\LLY

Chairman: Dr. Stanley Greenficld, EPA (ph: 254-6780)
Assistant Administrator for ;
Rescarch & Monitoring

_WON“E\”AL  MONITORING

Chajrman: Dr. John W. Townsend, NOAA : (ph: 496-8202)
Associate Administrator ’

Deputy: ' Dr. Clayton Jensen, NOAA (ph: 496-8971)
Chief, Environmental Monitoring Div.’

A

PROTECTION FROM NATURAL DISASTERS

Chairman: Dr. John W. Townsend

A AT Vi ""f“'“ e AT e m A Ame KT e Y qv\A T\/fmrqu-ln:whrn-\-

bharrrnan being chosen )
¢

B. Working Group on Earthquake and:Flood Hazards -
Chairman being chosen :

C. Working Group on Other Geophysical Hazards -
Chairman being chosen

~ Reproduced at the Richard Nixon Presidential Library and Museum



T ATTAGCHNMENT

Outline for Domestic Council
Working Group Review

Technical Development

Description of Project

Need

2. Who need (market)

b. Why (importance)

Urgent national problem and social benefits

Opportunity for economic growth _
Exports or import replacement (Balance of Trade)
Employment % Lk
Technical leadership
National security
Enhance foreign policy
+ Improve productivity
+ Save on product resources
c. What are payoffs (social and cconomic areas, industry, etc.)
A HWaw much weeded (Droduct and fundineg)’ .

+ o+ + 4+ o+ F

€. wWnen neeucu

Feasibility S
a. Analysis
+ Resulls
+ Who did analysis
b.. Alternatives (trade-offs)
+ Risks (side effects, problem areas, social barriers, etc.)
c. Demonstrations

d. Market or Need Test

+ Who did test ’
4+ Results :
+ Risks

e. What is R & D cost per year (feasibility of industry cost share)
f. Impact of regulation or de-regulation
g. Jmpact on patent laws or anti-trust laws -

Development

a. Analysis vs. test results

b. Verification tests

c. Specification development '

Reproduced at the Richard Nixon Presidential Library and Museum



5.

Prototype or Demonstration
a. Model

b. Full scale

c. Results

d. Risks

" Production or Implementation

a. Who does it
b. Where performed
c. How managed

+ alternatives }
d. Impact on patent laws or anti-trust laws
e. Risks
f. Show development schedule

w

g. Show development costs and manpower (potential of ir

L 4

Summary Should Include Implications on

2. Domestic need and/or impact
4+ Resources
4+ Transportation
Education

D 3 s E R o

-+

47 Law enforcement : ¥
+ Pollution control
4+ Housing )
+ Other
b. Exports or import replacement
c. Domestic productivity
d. Employereient
e. Foreign policy
f. National security
g. Public impact
h. Budget impact
i. Management method

j. Possible government initiatives, incentives, patent’

anti-trust implications

Reproduced at the Richard Nixon Presidential Library and Museum
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.THE WHITE HOUSE

WASHINGTON
July X, 1971

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR

Secretary of Defense

Secretary of Agriculture

Secretary of the Interior .

Secretary of Commerce

Secretary of Health, Education and Welfare

Secrectary of Housing and Urban Development

Secretary of Transportation ‘

Director, Office of Management and BPudget

Administrator, National Aeronautics and Space
Administration

Administrator, Environmental Protection Agency

Chairman, Council on Environmental Quality

Chairman, Council of Economic Adviscrs

B el ST dde it @ Ao o Paundation

Director, Office of Science and d'echnology

Executive Director, Council on International
Economic Policy :

SUBIELT: Domestic Council Study - Evaluation of New Technology
Opportunities

The President has directed the Domestic Council to study new tcchnology
opportunities in the civilian sector. These opportunities might include
stepped up programs (federal, private or mixed) in areas such as
desalinization of water, advanced encrgy systems, low pollution automo-
biles, solid waste recycling, new teaching methods, health care, new
housing construction or repair technology, oceanographic exploration,
and so on., The objcctive is to stimulate innovation.,in the civilian scctor
of the economy directed at basic national problems and/or economic
opportunitics; that is, to accelerate so-called change of national
prioritics. A side benefit of this program may be to bring the aecrospace
unemployed into the mainstream of technology.

Reproduced at the Richard Nixon Presidential Library and Museum
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The study should apply these basic criteria to each technology project
or program before any increased funding is recommended to the President.

1. Importance: Project or program must relate (a) to a signif-
jcant and urgent national problem which is brc-)adly recognized by the
public, or (b) to a significant opportunity for economic growth, increased
exports, or technological leadership.

2. Pay Off: The cost/benefit ratio must be favorable. What are
the social and economic benefits - including impact on balance of trade,
productivity and employme 1?2 What will be the distribution of benefits
among different industries and areas of the country? J

3. Public Impact: Can visible progress be shown within a
reasonable period - including significant progress in planning and design
by next summer ? A timetable must be provided by fiscal year for each

phase of development: planning, design, pilot, demonstration, etc.

4. Budget Impact: What are estimated long-term costs over

next six years or full systems cost?

.
£ Nen-Tederal Supnort: What is the feasibilitv and likelvy mai-
Illl].ii,l L ey e i o~ o Lot S u‘.}jii;L J.llé U> Jil\-l‘Ll.:! L4 >" . A\JCA-LL Lils 1).’ \JJ et WD S CITLC Y Ot

v e " K3 . e e
through steps short of direct Federal funding: regulation or de-regulation,

standard setting? {

6. Pote Are there potential institutional or
economic barriers ¢ and implementation of the technology and
how are they to be overcome? Are there any undesirable side effects

4

from the technology and how are they to be dealt with?

i i LKA
or projects meet

iuation and Management: Assuming several programs

the above criter 1at kind of organization (existing

(&}
agencies, new agency, OT guasi-public corporation) should be created (if

any) or redirected to carry out these programs ?

The study should have two phases: (1) an interim report due the President
September 1, and (2) a final report due the President November 15.

Dr. Edward David, the Director of the Office of Scicnce and Technology
and the President's Science Adviser, will chair the sub-committee and
John Whitaker will have Domestic Council staff respensibility. :

ADMINISTRATIVELY CONFIDENTIAL

Reproduced at the Richard Nixon Presidential Library and Museum



We will be contacting you shortly on whom you elect to represent you
at the staff level. A sugge ested list foliows for your confirmation or
substitution of another individual:

Department of Defense: Dr. Gardiner Tucker
Department of Tra*lggortamon- Dr. Robert Cannon,
Department of Commerce Dr. Lewis Branscomb
Department of Agrlculture: Dr. Ned Bayley d
Department of the Interior: Dr. Elburt Osborn

: Department of Health, Tducation and Welfare:

Dr. Merlin DuVal i 4
Department of Housing and Urban Develog »nw*nt' Dr. Harold Finger
NASA: Dr. George Low : N

Office of Management and Budget: Dr. Donald Rice
Environmental Protection Agency: Dr. Stanley Greenfield
Atomic Energy Commission: Cormmissioner Wilfred Johnson
Council on Eﬁvir‘on:nentaL Quality: Dr. Gordon MacDonald
Bieplinghoff
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1 Sep:cember 1971

L4

Mr. V.J. Adduci . o
President

Electronice Industry Association
2001 Bye Street, N.W.
Waghington, D.C. 20006

Dear Mr. Adduci:

I am writing to you on behalf of the President's Domestic Council
to solicit the views of yeur organization, or even individual
views, with respect o potential new technology opportunities in
the civilian sector and how the federal government might stimulate
these potential opportunities. Generally, these programs might
include stepped up efforts (federal, private, or both) in sreas
such as desalinizstion of water, advanced energy systems, low
pellution automobiles, solld waste recycling, new teaching
methods, new health care methods, new housing construction,
oceanographie exploration; means for incurring industyisl
productivity, transportation systemsg, new law enforcement

methods, and so on. The cbjective is to stimulate ifanovatien in
the civilian sector of the economy directed at basic national
problems and/or economic opportunities. '

The study should apply at léast these basiec criteria to each
technology project or program before any increaszed funding

L2

18 recommended:

ds Importance: Project or program must relate (a) to a
significant and urgent national problem, or (b) to a significant
opportunlty for economic growih, increased exports, or technological
leadership. ;

g Pay Off: 'The cost/benefit ratio must be favorable. What are
the soclal and economic benefits - including impact on balance of trade
productivity and employment? VWhat will be the distribution of benefits
among different industries and areas of the country?

3. Budget Impact: What are estimated long-~term costs over
next six years or full systems cost?
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S G Non-Federal Support: What is the feasibility and likely
maximum extent of cost sharing by industry? Can the project be
achieved through steps short of direct Federal funding: regulation
or de-regulation, standard setting?
AN B

5777 Potential Problems: Are there potential institutional or
economic barriers to acceptance and implementation of the tech-
nology and how are they to be overcome? Are there any undesirable
side effects from the technology and how are they to be dealt with?

6. Organization and Management: Assuming. several programs
or projects meet the gbove criteria, what kind of organization
(existing agencles, new agency, or quasi-public corporation) sheould
be created (if any) or redirected to carry out these programs?

A second area wherein I seek your counsel relates to potential
stimulus that could be offered to lndustry in order to create

innovation, higher productivity, etc. by revision of tax laws,
grants, prizes, etc.

A third area about which I would appreciate your ldeas concerns
potential changes in anti-trust and patent law practices to .
encourage innovation, higher productivity, improved export buginess
and greater overall employment.

Our inside government review of these same questlons will be undex
study during the month of September; therefore, 1f I could have
your response by 27 September, it could serve a most useful
purpose. ,

Sincerelyy'

W.M. Magruder
Special Counsel to the Domestic Council
< The White louse :
Please send reply to:
800 Independence Ave., S.W.
Washington D.C. 20590

Attn: S88~1, Room 900W

NOTE: Identical letters sent attached list of addressees
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-BETTS, L/Gen. Austin W. U, S, Army Ret.
V.P, for Planning
o South Western Research Institute
P.O. Drawer 28510
San Antonio, Tex 78228

BRISKMAN, R.D. 3

345 East 47th Street
INEEEL G 10017

BURR, Paul J.

Institute of Electrical Electronic Engineers, Inc.

j Amer. Institute of Aeronautics and Astronautics

1290 Sixth Ave,
N, 10019

Mot N doyle f President
.National Security Industrial Assn,
a40  15th Street N.W.

Washington, D, C. 20005
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CHRISTIANSEN, Thomas A.
Chairman

International Committee
WEMA

2600 E1 Camino Real

Palo Alto, Cal. 94306

+ CONNER, Jack
B Nat'l Machine Tool Builders Assoc,
Tysons Corner, Va. 22101

DECKER, Richard K, Esq.
Chairman

Section on Anti-Trust Law
American Bar Association
i - 135 South LaSalle St.
i Chicago 60603

DRIVER, William

34 Manufacturing Chemists Association
1825 Conn. Ave., N, W,

Washington, D, C, 20009

.
.

ELLIS, James
| Automobile Manufacturers Assoc
| 1619 Mass, , Ave, N, W ;
| Washington, D, <. 2003.6

- «
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FRY, Donald
President
Bell and Howell, Co.
_ 5 7100 McCormick Rd.
R Chicago, Ill. 60645

' GALVIN, Robert 312 358 7900

‘| Chairman of the Board
‘! Motorola

1301 East Algonquin Rd.
Schaumburg, I11 60172

GARVEY, Jms.

President

National Coal Assoc.
Bituminous Gas Research, Inc.
350 Hockberg Rd.

Monroeville, Pa. 15146

HAGGERTY, Patrick

President .
exas Instruments, Inc.
O. 5012 ;

Dallas, Tex 75222

HEWLETT, William
Hewlett-Packard Co,
1501 Page Mill Road
Palo Alto, Calif. 94301

| HOOD, Edwin

' President

~Shipbuilders Council of America
1730 K Street, N, W,
Washington, D, C, 20006
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INGERSOLL, Robert 312 663 2111

Chairman of the Board
Borg-Warner

200 So. Michigan
.Chicago %86 60604

KING, Douglas T.

American Gas Association

Director of Research and Engineering
1515 Wilson Blvd.

Arlington, Va. 22209

e (U

KLITZMAN, M U ¥sd,
Chairman

American Patent Law Assoc.
IBM Corporation

Patent Training Center

425 13th Street, N, W,

Room 632

Washington, D.C, 20004

S R S . . griies - A‘
e e o

OHLSON, Franz O. Jr.

Aerospace = Industries Assoc, of America
1725 DeSales St., N. W,

Washington, D. C. 20036

.

| ONAN, Collie (Mr.)

§ Chajrman, Technical Committee

| Industrial Heating Equipment Assoc.
! 2000K Street, N. W,

o e et e S

Reproduced at the Richard Nixon Presidential Library and Museum

I



ST S TR Y

e

PHILLIPS, Thomas
President ang Chief Executive
Raytheon, Inc,

141 Spring St,

Lexington, Mass, 02173

g ——

e R

ROBBINS, Charlas 4 &
Executive Manager

Atomic Industrial Forum

850 Third Avenue

MY Tou2s

e e s S e

’

STEWART, Charles W,
President
Machinery-Allied Products Institute
; 1200 18th Street, N, W, '
| Washington, D,C., 20036

.

45 2000 ‘
b | W 312 7
] 3 S P
{ RIGHT, Jose
"’ \ghairman of the.Board
Zenith Corporz}tlon 1
1900 No.. Austin Blvd.

" Chicago 11 60639
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_washington, D.C. 2000k .

BENNETT, Reynold (Ray)
Science/ Technology Comm.
National Association of Migs.
277 Park Avenue.

N, ¥.G, 10037

BARR, I F,
Society of Automotive Engineers, Inc.
President

Two Pennsylvania Plaza
M. Y.G, 10001

BAILEY, Joseph A.
Committee Executive
National Defense Comm.
National Association of Mfgs.
1133 15th Street, N. W,
Washington, D, C. 20005

AILES, 'Stephen

President

Association of American Railroads
American Railroads Building

1920 L Street, N. W,

Washington, D, C.. 20036

ADDUCI, V., J,

- Presidant

Electronics Industry Association
200] Eye Street, N.W.
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FLOW DIAGRAM = IMPLEMENTATICN OF NEW TECHNOLOGY OPPORTUNITIES
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THE NEED FOR'A

STRATEGIC APPROACH 10 L. S 'R&D
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THE "PROEBLEM"

The. U. S. has problems in:-
® ln‘dustria! productivity
) lhternational trade
® Domestic affairs
® Employment opportunities
The U.S. also has:
R&D resources

Can R &D be marshalled to help soive these problems?
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WHAT IS BEING DONE ?

DOMEST!C COUNCIL STUDY OF NEW TECHNOLOGICAL OPPORTUNITIES
© 15 Departments and Agencies ' ‘ | ‘

@ Criteria ! ,
Relate to urgent national problems - - i
Favorable cost/benefit ratio ' '
© Public impact
® Budget impact ‘
Non-Federal support feasibility
Problems | | .
© Ménagement |
OBJECTIVE: Stimulate civil sector of economy diréctédl at national

problems and/or opportunities
TASK FORCE ON TECHNOLOGY TRANSFER ABROAD
TASK FORCE ON R & D INCENTIVES '
&) TASK FORCE ON ANTI-TRUST AND PATENT POLICIES
TASK FORCE ON STANDARD PRACTICES

P

D TASK FORCE ON RESTRICTIVE LABOR PRACTICES

Reproduced at the Richard Nixon Presidential Library and Museum




TASK FORCES ASSIGNED

TASKNO - TASK DESCRIPTION CHAIRMAN
1 NEW TECHNOLOGY OPPORTUNITIES | DR. L. GOLDMUNTZ
s TECHNICAL R&D INCENTIVES D. RICE
ki | ANTI-TRUST AND PATENT POLICIES L ENGMAN
4 STANDARD PRACTICES | J. LOKEN
5 RESTRICTIVE LABOR PRACTICES E. MORGAN

6 : TECHNOLOGY TRANSFER ABROAD de PEITY
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> i SEPT 1 - SEPT 15
: RECEIVE REPORT
: "GOV'T PRACTICES
: ON PROCUREMENT" SEPT 27
3 DOD
: RECEIVE REPORT -
: "INT'L TRANSFER
: OF TECHNOLOGY" i
AAJOR INPUTS : TREASORY SEPT
: RECEIVE REPORT
: "INNOVATION IN
: GOV'T INDUSTRY"
: SEPT 27
: COMMERCE
: INPUTS AVAILABLE
: FROM
: POTENTIAL SOURCES
: AS REQUESTED
L lll.l-lll-lIIII.I.I.IIIIII.I!iI.--I-l ----- LR R NN ] LE L LR RN Y] ,
§ SEPT 1 SEPT 3 SEPT 8 - SEPT 14 SEPT 15 - EEPT 23 1
: REQUEST TASK DEVELOP lst DRAFT DEVELOP 2nd DRAFT
g INITIATION OF ; FORCES ; OF TECHNICAL OF TECHNICAL ‘ OCT 6
CE : TASK FORCE APPROVED OPPORTUNITIES OPPORTUNITIES EF % ?
I}XS}< FOR : DOMESTIC COUNCIL DOMESTIC COUNCIL TASK_1 TASK 1 COMPLETE
DEVELO PI,\AENT : SEPT 16 SEPT 24 lst DRAFT
: SEPT 9 - SEPT 15 ~ REPORT
. Z p TASK 1-6
: RECEIVE TECHNICAL RECEIVE TECHNICAL
: OPPORTUNITIES OPPORTUNITIES
: (1st DRAFT) (2nd DRAFT)
: TASK 2-6 TASK 2-6
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REVIEWS

L Y T P T L

.

FLOW DIAGRAM - NEW TECHNOLOGY OPPORTUNITIES
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EVIDERGCE OF THE EROSION OF U, 5; TECHNOLOGY

FOCUS

@ Productivity Trend

w5 Trade Surplus Trends

§& Examples of Export Penetration of U. S. Markets
& Relationship between R &D and economic growth

R &D spending Trend: Civilian and Federal
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RELATIONSHIP OF R&D TO ECONOMIC GROWTH AND TRADE

@ Industries that invest heavily in R &D (34 % sales) tend to:
@® show larger productivity increases
® grow faster
@ sell in international markets
Examples:
e aircraft, electronics, instruments, computers, chemicals
@ Industries that have low R&D inves’tment (1%) tend to show:
® low productivity
@ low growth
® trade deficits
Examples:
o textiles, footwear, basic metals, wood products, food products

Reproduced at the Richard Nixon Presidential Library and Museum



EXPORT PENETRATION OF U. S. MARKET

CIVIL AIRCRAFT
O 1955-1960 U. S. Dominated Free World Market
1960-1970 '
@ U.K. and France Cooperate on Concorde - 1960 ‘
Canada, U.K., France and Italy require“Off—Set“Agreements - 1963
® Canada builds wing and tail of DC-9 - 1964
@ ltaly builds fuselage panels of DC-9 - 1964

Seven nations build F-104 under license with Lockheed - 1963
A-3008B built by France, Germany, Britain and Holland - 1969
Mercure built by France, Germany, Belgium, Switzerland, Spai_n and ltaly - 1969
® Falcon 20T built by France - 1969 :
o) 1971 Boeing signs joint agreement with Italy STOL civil transport

@ Rolls Royce Engine on Lockheed L-1011 - 1968
&
L

o) 1971 Japan s'igns joint agreement with ? ? ? wide body airbus‘
RESULT: |

© U. S. Market could go from 8% to 45% in 1970's

Civil aircraft employment could &= 500, 000

Export trade could decrease 2-3 billion per year -

y ) e
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EXPORT PENETRATION OF U. S. MARKET

* TEXTILE MACHINERY
1955-1965 almost half billion U. S. trade surplus
@ 1965 - present

® rapid expansion of U. S. textile industry in early 60's caused long delivery
lag of new textile machinery in U. S. and abroad
® Foreign textile manufacturers turned to Europe and Japan for modern machinery
® Foreign machinery sales expanded in U. S., Europe and Japan
® As foreign manufacturing increased, foreign R & D increased
® As U. S. profits declined and costs rose, U. S. R & D daclined

® U. S. commercial banks reluctant to meet terms offered by fokeign banks

® U. S. CGovernment reluctant to expand world production by financing U. 2
textile machinery sales (no world textile shortage)

® Ex-Im Bank trying to match foreign terms
Foreign Governments not reluctant to offer liberal financing or even subsidies
RESULT

D U. S. trade imbalance in textile supplies and materials near $1 billion

U. S. companies offering offshore licenses and considering curtailing U. S.
production ‘ |
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EXPORT PENETRATION OF U. S. MARKET

MACHINE TOOLS

@ FEavorable trade balance for industrial machinery more than doubled since 1960
1970 | o
® U. S. lead due to sophistication of machinery
@ Foreign technology and pricing eroding U S. lead—
@ Imports increased by a factor of four 1963 - 1967 in $ value
1970 U. S. imported 53, 806 machines and exported 40, 300
® Since 1967, value of U. S. production dropped from $1. 87 billion to
¢1.1 billion in 1971
© Key areas affected: Boring, Drilling, Milling Machines and Lathes
Defense implications:  U. S. cannot rely upon foreion suppliers -
e Some U. S. companies already forced out of this business
® in mid-50's, U. S. companias in overseas production because of U. S. costs
e 1071 - All 50 major U. S. manufacturers have overseas plants or licensees
® Foreign manufacturers receive tax rebates, refunds and exemptions to stimulate
exports :
RESULT
@ The trade balance presently apserent could be misleading
@ Imports growing, in terms of machines, faster than exports
U. S. manufacturers exporting expertise abroad
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EXPORT PENETRATION OF U. S. MARKET

COMMUNICATIONS - ELECTRONICS

@ From 1960 - 1970 U. S. indUstry produced an average favorable trade balance of
about $500 million yearly

1971

® Consumer electronics moved to a negative trade balance of $1 billion in 1970

© Lack of technology change allows foreign price/cost advantage
@ In 1969 Japan supplied 54% of TV and 69% of radio iﬁports to Free World
e 25% of all electronic components rﬁae*e inU. S. are used in'consumer products
@ 10% of radios sold in U. S. and U. S. built; TV sales down 22%, imports up 180%
® Foreign man ufacturers receive gdvern ment export stimulation
RESULT | |

© U. S. costs forcing manufacturers to license and move production technology abroad
@ U. S. employment has declined 107, 000 from 1969 peak of 1, 083, €00
@ In high technology elecironics area (integrated circuits and computer equipment )

Balance of trade up from $157 million in 1965 to $482 in 1970. U.S. employment
increased 40, CCO -
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EXPORT PENETRATION OF U. S. MARKET

STEEL |
@ Until 1959, the U. S. was a net steel exporter

® Imports from one million tons in 1955 to 18 million tons in 1968 -- 1% to
17% of U. S. market WA y ,

@ No U. S. productivity increase since 1965 :
@ Foreign productivity improved since 1960 by a factor of 2to 4

@ Japan doubled its output since 1965, now principal foreign steel supplier to U. S. .

® Number of countries producing steel (70) more than twice 1946 level

® Foreign governments provide low interest loans, stimuli for mergers, and export ,
prices below domestic to stimulate exports \

RESULT .
'@ Little or no growth in U. S. steel output since 1965
- @ Overall U. S. steel technological advantage shrinking

@ Imports increasing in the higher value items (54% iri sheet, 107% in pipe, and
35% in stainless steel since 1965)
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1853 ‘29 ‘57 ‘89 ‘61 B3 ‘63 ‘67 . '89 N
FISCAL YEARS ;
® Total R&D leveling off in dollars and droppirg in level of effort
® Federal R&D decreasing faster than non-Fedaral R&D
IAJGR INFLUENCES

® Dsclins of aerospace/defense

@ Inflation

® Economic situatien
©® 1972 outlook: Federal leve! of effort dropping and nen-Federal levaling off ]
® Increased RED in 1872 budget, if continued in FY 1973, will raise Federal spending $1 billion in '73
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TORAL W.8. B&D EMPHASIS

Fiscal Year
1968 _ 19712
@ Total expenditures ($ Billions) y
& Federal: Defense $ 8.0 $ 1.7
Space 4.6 3.1
Other 3.1 4.6
| Total Federal $ 16.3 $15.4
ibistlelio B 1T T VR $ 8.9 $10.5 * 0.5
University and non-profit L %
Total non-federal  $10.2 128 . TS
GRAND TOTAL $26.5 $27.4 T 0.5
¢> Performance and Funding (FY 72)
» Universities
_ Federal Industry & Non-Profit
D % Performed . 15 70 15
@ % Funded * v 38 5
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TOTAL U. S. R&D EMPHASIS

Concentration of R & D Performance

Four companies spend 20% of manufacturingR & D

Forty companies spend 70%

Aerospace and electronics spend 55%

Machinery, chemicals and motor vehicles spend 30%

Summary .
Total U. S. R& D down 10-5% in real .terms from 1968 to 1972

@ Federal down 20% in real terms

@ Non-federal down 0-7% in real terms

© U.S. R& D highly concentrated in defense and space mdustrles
and agencies
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FEDERAL R&D OBLIGATIONS BY AGENCY
_ 1966 DOLLARS / |
$ in i : ‘ . L SUE - $ in
Billions ; Billions

57, (58, 59 60, (61| [62) [63 L64) 165 (66 (67 .68 691 700 {71+ 72
FISCAL YEARS
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FEDERAL R&D OBLIGATIONS BY ACTIVITY - 1966 DOLLARS
[BASIC RESEARCH, APPLIED RESEARCH, AND DEVELOPMENT)

$ BILLIONS gr 3 $ BILLIONS

19 ~ 13

10 5

APPLIED RESEARCH
- Z PP E T
: WWM,WM//W;“ /7////////// mé@‘m‘smﬁﬁw q
1856 a@ ‘8 ‘Su '68 1872
: FISG&L YEARS |
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@iﬁﬁ?&%ﬁﬁ F’%WZE&?Q OF R/ E@ AGERIENT

iR T T

LARGE COMPANY APPROACH - Bell System and |BM
"R&D closely coupled to firm's objectives, but nottco constrained to

immediate or narrow probiems.

E&m TRy 0w ‘wz

2’

Manaaement

z.%!;!""" A O R I #‘Tu. TR Y

Corporate %
i

Product Development
: including ,_
Advanced Development §
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CURRENT PATTERN OF R & D MANAGEMENT

EXECUTIVE BRANCH
S 'Budget Process
~® OST Technical evaluation and recommendations
® Ad Hoc Inter-Agency Reviews and Recommendations

©® Departmental and Agency review and recommendations

- @ Concerns About R &D Mah'agement Process
Lack of clear policies that can translate readily into R & D objectives

@ Lack of clear measures of cost/benefit ratio

® Emphasis upon domestic welfare, foreign trade and foreign policy mi_n'imal
compared to Defense and Space ;

® Inability to effectively alter large on-going R & D
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POTENTIAL FEDERAL MANAGEMENT ACTIONS

Leave R & D Management "as is "

 Strengthen civilian agencies

@ " NewNASA" -- new responsibilities for an existing
high technology agency '

O Strengthen Executive Office of the President

& Commerce Department Technology Enhancement Program -
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POTENTIAL R&D STIMULI

) General Stimulation

Tax credit, e.g., 5% tax credit for company R&D -- Cost about $600 million.

Anti-trust and patent law changes.

Awards and prizes to companies and individuals.

) Targeted Stimulation

&)

Matching grants to selected industriesor industrial associations. -- (under study).

R&D loan bank for specific technology programs with Government receiving royalties
on profitable ventures.

Conduct of R&D by Federal Government through "'proof of concept." Turn over to
private industry through competitive bids.

Quasi-public R&D corporations in specifib fields. Auction off results.
Federal regulatory practices, e.g., auto pollution. |

Use of governmental purchasing power to stimulate initial markets for new products,
e.d., guaranteed purchase of so many pollution-free automobiles.

Tax credit for company support of selected university research.
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PROTECTING OUR LEAD IN AERONAUTICAL TECHNOLOGY

Develop quiet engines for STOL, subsonic and supersonic aircrafts.

Accelerate the STOL demonstration.

Develop advanced subsonic, supersonic, and/or hypersonic
transport technologies.
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TRANSPORTATION TECHNOLOG IES THAT REDUCE COST AND CONGESTION

() PERSONAL TRANSPORTATION:

©® Personal vehicles capable of operation on and off a guideway (capacity and service
improvements at lower cost)

@ Bus and rail corridor development for high speed service
® Automatic technigues to improve highway capacity

® Tunnelling technology

INTERCITY TRANSPORTATION:
Computer controlled freight car and truck movements

® Automated highways

AIR TRAVEL:
Advanced schedule for Air Traffic Control Improvement -

® Develop high-capacity, low-noise airports using advanced beacons and radar

OCEAN TRANSPORTATION:
Deep water port facilities for large ships

Ship automation
@ Nuclear propulsion for new large ships
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EFFECTIVE UTILIZATION OF U.S. NATURAL RESOURCES

Water Resources (Interior)
® Demonstration of Regional Water Resources -- water recycling, Susquehanna River

~ @ Dual purpose Nuclear Power/Desalting Plant -- 100 million gallons/day,
Southern California

® Integrated Estuary Management Demonstration -- waste control, Galveston
or San Francisco

Ocean and Weather Resources (NOAA)

® Weather modification
Mariculture

@ Marine Mineral Exploitation - Continental Shelf
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@ Mineral Resources (Interior)
@ Secondary Recovery of Oil
@ Reduction of Acid Mine Drainage
@ Reclamation of Strip Mined Areas
® Ore Beneficiation
@® Mineral Exploration Technology
® Mining Technology .
@ Tunnelling Technology

® Domestic Source of Alumina
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TECHNOLOGY TO REDUCE COSTS OF MEETING
AIR QUALITY STANDARDS

Stationary sources:

- ©® Special turbines to operate from refined coal gas.

& Mobile sources:

® External combustion engines (turbines and steam).
New Alkali batteries.
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AN EXAMPLE OF ORE BENEFICIATION

Development of a Domestic Source of Alumina

(U. S. tmports $500 million per year now)

@ Dawsonitic Shales could yield one million barrels of oil
per day and as a by-product 40, 600 tons of alumina per
day -- 50% of U. S. demand in 1985. Demonstration

~ plant would take eight years and cost $20 million.

@ Two pilot plants to demonstrate feasibility of producing -

alumina from clay would cost $24 million and take

five years.
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NEW USES OF COMMUNICATIONS TECHNOLOGY

Electronic Mail Handling
@ Speeds mail processing while reducing costs

Document Transmission
@ Increased quality and speed

@ Disaster Warning ,
® Warnings actuate addressed receivers

Heaith Care

@ Regional Medical Information and Records
@ Medical Education 3
Remote Diagnosis and Treatment

@ Community Communications -
o Wired "Town Meetings" with two-way Cemmunication

® A "National* Satellite Communication Network Directly into Homes

@ Educationai "Narrowcast" with Student Response

Reproduced at the Richard Nixon Presidential Library and Museum



TECHNOLOGY TO REDUCE COSTS OF MEETING AIR QUALITY STANDARDS

@ Stationary Sources
Special Gas Turbine - Steam Turbine Combinations to Operate

From Refined Coal Gas. Fluidized Bed Combustion to Reduce
Pollution. ' l

@ Mobile 50urCe$ :

i) External Combustion Engines (Turbines and Steam). . New
Alkali Batteries.
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PROPOSAL:

ELEMENTS OF A PRESIDENTIAL PROGRAM

INCENTIVES
INITIATIVES _ ,
MANAGEMENT AND POLICY MECHANISMS

Early Return - Jobs
@ Aircraft

@ Space
Domestic

Transportation
Natural Resources
@ Private Sector Incentives.
R&D
Investment Tax Credit

Long Term Return - Jobs and Trade, Domestic Affairs

and Industrial Productivity
® Energy
® Pollution Control
& Aerospace
® Transportation
&

Health Care
Materials Technology
® Waste Management

A DEFINITIVE PROGRAM TO FOCUS R&D PROGRAMS
By 1 December 1971
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Form DOT F 1320.1 (1-67)

UNITED STATES GOVERNMENT ' DEPARTMENT OF TRANSPORTATION

gZ OFFICE OF THE SECRETARY
Memorandum
DATE:
In reply
sujicT: New Technology Opportunities Review of refer to:

FROM

70

Mandatory and Voluntary Standards Practices

W. M., Magruder

Attached list of addressees (Attachment A)

Domestic Council Study - '"Evaluation of New Technology
Opportunities', dated 1 July 1971, from John Ehrlichman
to agencies

Tt is requested that J. Loken convene the working group shown in Attach-
ment A, to accomplish the charter shown in Attachment B, in order to
seek out sensible new technology opportunities to generate a more vigor=
ous pace of innovation in U.S. industry, to increase industrial produc-
tivity, to improve the U.S. competitive international position and to
perhaps orient mandatory and voluntary standards policies to early and
effective action aimed at urgent national needs and/or economic opportu-
nities. A tentative schedule of activities is shown in Attachment E,
which is meant to allow adequate time to consider at least the potential
areas of concentration shown in Attachment C and to contact at least the

DO G e S O AT - ANOVR TN M AOAa ARATTA A AbtFanheandes N 7 S-SR P25, Ji B

of the desired review information is shown in 4&ttachment F.
{

W. M, Magruder

Attachments
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Attachment A

New Technology Opportunities

Mandatory and Voluntary Standards Task Force: Members

Name Department Background

J. Loken W. H. Legal

R. Nordahl W. H.

Bud Krogh i W. H. ' 4 Legal

L. Branscomb Commerce (NBS) Standards
Justice = R i
DOD

0OST

OoMB
State
Interior

EPA .

AEC
FIC

Industry #

% Consultant basis when required.

Reproduced at the Richard Nixon Presidential Library and Museum



Attachment B

New Technology Opportunities

Mandatory and Voluntary Standards Task Force: Charter
Purpose: 1) Examine the existing mandatory standards, and potential

i

3)

&)

voluntary standards, in all their aspects as they relate

to new technology opportunities designed to generate:

a) a more vigorcus pace of innovation in civilian
industry, to increase productivit? and, in turn,
to improve the U.S. internatioqal competitive'position.

b) and, to orient the making of new or revised standards

.

toward new technology opportunities in the civilian sectors.

The technology opportunities should be directed at

basic national needs and/or economic opportunities.

to setk means for greated U.S. partllicipatlon =& fnfornationsl
standards development as it %an enhance new technology
opportunities.

to seek means for supporting voluntary standard making
actions as they will enhance new technology opportunities.

to seek means for avoiding frequent standard changes, the
substitution of performance standards for 'material standards

and the promotion of uniformity of national, state, and

local standards as they can enhance new technology opportunities

v
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Attachment C

New Technology Opportunities

Mandatory and Voluntary Standards Task Force: Potential Areas of Consideration

1) Review of existing standards impacting upon new technology, i.e. pollution
standards, safety standards, radiation standards, air traffic control
standards, etc.

2) Review International Standards Policy Act

3) Review of Federal, State, and local standards in areas spotlighted by

new Technology Opportunities Task Force (L. Goldmuntz).
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Attachment D

New Technology Opportunities

Mandatory and Voluntary Standards Task Force: Potential Sources of Ideas

1) 1Industrial Trade Organizations

2) Technology Intensive Business Firms

3) Government Agencies:
DOD, OST, AEC, OMB, SBA, NSF, Commerce, Transportétion, Interior,
Agriculture

4) 1Individuals of national reputé in R&D community

5) Academia
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New Technology Opportunities

Mandatory and Voluntary Standards Task Force:

1.

Chairman to Assemble Task Force
Agreements on:

1) Membership

., 2) Charter

3) Potential action or review

4) Potential sources of ideas

5y Schedule of assignments‘and due dates
6) Organize review of available material
Request Potential Sources for Coﬁtribution
1) Send out requests

2) Replies received

I m e L Ve Lelililvauay UbPUL LUl LU dlipUeo

(L. Goldmuntz) ¢

Receive DOD Congressional Review 'Government
Practices on Procurement' Committee Report

1) Utilization of Resources (J. Roach & J,
Carpenter)

2) Regulations (L. Fallick)

3) Research and Development (J. Roach &
J. Carpenter)

4) Major System Acquisition (P. Soergel)

Receive Federal Council of Science and
Technology

Report '"International Transfer of Technology"
from Treasury Department (John Petty)

Receive Commerce Department Study 'Innovation
in Government-Industry Arrangement' (J. Lynn)
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Attachment E (Continued)

7. Task Force Progress Review  Schedule

1) Review of available material complete - 15 Sept, 1971
2) Review of outside source material , - 4 oOek. 1971

3) Complete draft of task force recommenda=

tions - 15 0et, 1971
4) Review of Recommendations: 0ST/OMB - 19 Oct. 1971
5) Review Ehrlichman, Shultz, Flanigan, ,‘
Peterson .- 23 Oet, 1975
6) President =~ Final Plan - : - 27 Oct. 1971
"
i
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Attachment F

New Technology Opportunities

Mandatory and Voluntary Standards Task Force: Review Outline

1. Description of Items
2. Source of Items
3. Needed for Items
a. Who benefits (what industries, what geographicalilocation, etc.)
b, Why (importance)
+ Urgent national problem and social benefits
4+ Opportunity for economic growth
4+ Export or import replacemeﬁt (balance of trade)
4+ Employment impact

4+ Technical leadership impact

G e R I | - e e L
v .

+ Enhanced foreign policy impact
+ TImproved productivity impact
+ Resources saving impact
c.  What are the pay offs (social and economic areas, industry, etc.)?
d. When needed?

4, TFeasibility ;

a. Analysis
+ Results
"4+ Who did analysis v
+ Risks

b. Alternatives (Trade-offs)
+ Risks (side-effects, problem-areas, international impact,

social and business barriers, etc,)
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Ce.

Attachment F (Continued)

Past Experience
4+ Tried before? When? \
+ By whom and results?

+ Other nations' related expdriznce

|
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