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TUESDAY, JUNE 1, 1965

HouseE oF REPRESENTATIVES,
SuscomMiTTEE oN COMMERCE AND FINANCE
oF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.C.

The subeommittee met, pursuant to notice, at 10 a.m., in room 2123,
Rayburn House Office Building, the Honorable Torbert H. Maedonald
(chairman of the subcommittee) presiding.

Mr. MacpoNaLp. The hearing will come to order. .

The subcommittee meets this morning to receive testimony on
H.R. 3420, a bill which would permit the Federal Government to
participate with State governments, universities, and industries
within particular States in stimulating the industrial and economice
orowth of States and regions in the Nation through the application of
science and technology. This proposed legislation resulted from
President Johnson’s direction to the Department of Commerce to
explore new ways to speed the development and dissemination n{ new
technology. In his Economic Report of January 1964, the President
states:

The Federal Government provides major support for the research and develop-
ment which underlie our striking technological advances. In the past, much of
our research and development has been connected with national defense. Now,
as military outlays level off we face—

A challenge to apply the Nation’s growing secientific and engineering resources
to new socially profitable uses; and

An opportunity to aceelerate the technological progress of our eivilian industries,

The Federal Government should join with private business and our universities
in speeding the development and spread of new technology. I have directed the
Department of Commerce to explore new ways to accomplish this.

What I have said in substance has been transmitted to us in corre-
spondence from the Department of Commerce.

This morning we will have the pleasure of hearing from Secretary of
Commerce John T. Connor, who is accompanied by J. Herbert
Hollomon, Assistant Secretary for Science and Technology.

I believe that it is generally recognized that the bill does not get
down to specifies. We hope to, and expeet to, make a record which
will establish for all of us the pros and cons of legislation of this kind.
This is a significant and far-reaching subject.

At this time I will call to the witness stand a friend and colleague
of mine from the great Commonwealth of Massachusetts, the Honor-
able Silvio 0. Conte, who has introduced a bill H.R. 7708, which is
identical to the bill introduced by the distinguished and able chairman
of our committee, H.R. 3420, and also to bills H.R. 3960 filed by the
gentleman from California, Mr. Roosevelt; H.R. 4235 by Mr. Cohelan
of California; H.R. 4810 by the gentleman from Georgia, Mr. Stephens;
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2 STATE TECHNICAL SERVICES ACT OF 1965

H.R. 4879, by the gentleman from New Hampshire, our colleague on
the subcommittee, Mr. Huot; H.R. 4963, filed by the gentleman from
California, Mr. Miller; H.R. 6026 filed by the gentleman from Cali-
fornia, Mr. Corman; H.R. 7335 filed by Mr. McVicker, of Colorado;
H.R. 7339 filed by the gentleman from Pennsylvania, Mr. Fulton;
H.R. 7474 filed by the gentleman from Maryland, Mr. Mathias;
H.R. 7498, filed by the gentleman from Florida, Mr. Pepper; H.R.
7501, filed by the gentleman from Towa, Mr. Schmidhauser; and
H.R. 8049 filed by the gentleman from California, Mr. Brown.
(H.R. 3420, and reports thereon, follows:)

[H.R. 3420, 80th Cong., 15t sess.]

A BILL To promote economic growth by supporting State and reglonal centers to place the findings of
sclence usefully in the hands of American enterpriso

Be it enacted by the Senate and House of Representalives of the United States of
America in Congress assembled,

DECLARATION OF PURFPOSE

Sectron 1. That Congress finds that wider diffusion and more effective applica-
tion of science and technology in industry are essential to the growth of the
economy, to higher levels of employment and to the competitive position of
United States products in world markets. The Congress also finds that the benefits
of federally financed research, as well as other research, must be placed more
effectively in the hands of American business and enterprise. The Congress
further finds that the several States through cooperation with universities, com-
munities, and industries ean contribute significantly to these purposes by pro-
viding technical services designed to encourage a more effective application of
science and technology to both new and established industries. The Congress,
therefore, declares that the purpose of this Act is to provide a national program
of incentives and support for the several States individually and in cooperation
with each other in their establishing and maintaining State and regional technical
service programs designed to achieve these ends.

DEFINITIONS

Smc. 2. For the purposes of this Aet—

(a) “Technical services’” means activities or programs designed fo enable
businesses and industries to acquire and use scientifie and engineering information
more effectively tlirough such means as—

(1) analyzing problems of regions and industries to determine new op-
portunities for applying technology;

(2) preparing and disseminating technieal rerorts, abstracts, computer
tapes, microfilm, reviews and similar scientific or engineering information,
including the establishment of State or regional technical information centers
for this purpose;

(3) providing a reference service to identify sources of engineering and
other scientific expertise; and

(4) sponsoring industrial workshops, seminars, training programs, ex-
tension courses, demonstrations and field visits designed to encourage the
more effective application of seientific and engineering information.

(b) “Designated institution” means the institution or agency in each partici-
ating State, whieh has been designated as administrator of the program for such
tate under section 3 of this Act.

b (e) “Qualified institution’” means (1) an institution of higher learning with a
program leading to degrees in engineering or business administration which is
accredited by a nationally recognized acerediting agency or association to be
listed by the United States Commissioner of Edueation, or such an institution
which is listed separately after evaluation by the United States Commissioner of
Eduecation pursuant to this subsection; or (2) a State agency or a private, non-
profit institution which meets criteria of competence established by the Secretary
of Commerce and published in the Federal Register. For the purpose of this
Act, the United States Commissioner of Education shall publish a list of nationally
recognized accrediting agencies or assoeiations which he determines to be reliable
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authority as to the quality of engineering or business education or training offered.
When the Commissioner determines that there is no nationally recognized aceredit-
ing agency or association qualified to accredit such programs, he shall publish a
list of institutions he finds qualified after prior evaluation by an advisory com-
mittee, composed of persons he determines to be specially qualified to evaluate
the training provided under such programs.

(d) “Participating institution” means each qualified institution in a State,
which participates in the administration or execution of the State technical
services program as provided by this Aect.

(¢) “Secretary” means the Secretary of Commerce or the official to whom the
Secretary has delegated all or part of the authority in this Act.

(f) “State” means one of the States of the United States, the District of Co-
lumbia, the Commonwealth of Puerto Rico, or the Virgin Islands.

PLANS AND PROGRAMS

Sec. 3. Any State which wishes to receive Federal payments under this Act in
gupport of its existing or planned technical services program shall designatet
under appropriate State laws and regulations, an institution or agency to ad-
minister and coordinate that program and to prepare and submit plans and pro-
grams to the Secretary of Commerce for approval under this Act. If the institu,
tion or agency designated by each State is not a State university or land-gran-
college entitled to benefits under the Act approved July 2, 1862, or the Act of
August 30, 1890, and Acts amendatory and supplementary thereto (1 U.8.C. 301-
329), the Governor or other competent State authority shall furnish the Secretary
a written statement of his ons for designating such other institution or ageney.

Src. 4. The designated institution shall prepare and submit to the Secretary in
accordance with such regulations as he may publish—

(a) At the beginning of each five-year period, a five-year plan which may be
.evised annually and which shall (1) outline the technological and economic con-
ditions of the State taking into account its region, its industry, and its indu rial
potential and identify the major regional and industrial problems; (2) identify the
general approaches and methods to be used in the solution of these problems and
outline the means for measuring the impact of sueh assistance on the State or
regional economy; and (3) explain the methods to be used in administering and
coordinating the program.

(b) An annual technical services program which shall (1) identify specific
methods, which may include contracts, for accomplishing particular goals and
outline the likely impact of these methods in terms of the five-year plan; (2)
contain a detailed budget, together with procedures for adequate fiscal control,
fund aceounting, and auditing, to assure proper disbursement for funds paid to
the State under this Act; and (3) indicate the specific responsibilities assigned to
each participating institution in the ite.

Spe. 5. The Secretary shall not accept a five-year plan for review and approval
under this Act unless the Governor of the State or his designee determines and
certifies that the plan is consistent with State policies and objectives; and the
Seeretary shall not accept an annual technical services program for review and
approval under this Act unless the designated institution has, as certified thereto
by the Governor or his designee—

(a) invited all qualified institutions in the State to submit proposals for
providing technical services under the Act;

(b) coordinated its programs with other States and with other publicly
supported activities within the State, as appropriate;

(c) established adequate rules o insure that no officer or employee of the
State, the designated institution or any participating institution, shall receive
compensation for technical services for which funds are provided under
this Act from sources other than his employer and shall not otherwise main-
tain any private interest in conflict with his public responsibility;

(d) determined that matching funds will be available from State or non-
Federal sources;

(e) determined that such technieal services program does not provide a
service performed as practicably by private technical services, professional
consultants or private institutions;

(f) planned no services specially related to a particular firm or company
except insofar as the services are of general concern to the community, State
or region;

(2) provided for making public all reports prepared in the course of fur-
nishing technical services supported under this Act or for making them
available at cost to any person on request.
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APPROVAL BY SECRETARY OF COMMERCE

Sec, 6. The Secretary shall review each five-year plan and each annual pro-
gram submitted by the designated institution under section 4, or by the regional
or interstate institution under section 7, and shall approve only those which
(1) bear the certification required by the Governor or his designee under section 5;
(2) comply with regulations and meet criteria that the Secretary shall promulgate
and publish in the Federal Register; and (3) otherwise accomplish the purposes
of this Act.

REGIONAL OR INTERSTATE PROGRAMS

8Ec. 7. Two or more States may cooperate in administering and coordinating
their plans and programs supported under this Act, in which event all or part of
the sums authorized and payable under section 11 to all of the cooperating States
may be paid to the institutions or persons authorized to receive them under the
terms of the agreement between the cooperating States. When the cooperative
agreement designates a regional or interstate institution to act on behalf of all of
the cooperating States, it shall submit to the Secretary for review and approval
under section 6 a regional or interstate five-year plan and annual regional or
interstate technical services program which, as nearly as practicable, shall meet
the requirements of section 4 and section 5.

Sec. 8. Notwithstanding the provisions of section 11, the Secretary is authorized
to increase by 10 per centum the amount which he approves for any regional or
interstate technical services program submitted under section 7. Such additional
amount may be paid without requiring matching funds from State or non-Federal
sources.

SEc. 9. The consent of the Congress is given to any two or more States to enter
into agreements or compacts, not in conflict with any law of the United States,
for cooperative efforts and mutual assistance in establishing regional or interstate
institutions under section 7 for accomplishing the purposes of this Aet.

ADVISORY COUNCIL

Sec. 10. Each designated institution and each regional or interstate institution
shall establish an advisory council for technical services, the members of which

shall represent broad community interests and shall be qualified to evaluate
programs submitted under section 4. The advisory counecil shall review each
annual program, evaluate its relation to the purposes of this Aect, and report its
findings to the designated institution and the Governor or his designee. Each
report of the advisory council shall be available to the Secretary on request.

ADMINISTRATION AND PAYMENTS

Sec. 11. There is authorized to be appropriated such amounts as may be
needed to carry out the purposes set forth in this section.

(a) From these amounts, the Secretary is authorized to make an annual pay-
ment to each designated institution, regional or interstate institution, or person
authorized to receive payments in support of each approved techniecal serviees
program. Maximum amounts which may be paid to the States under this sub-
section shall be fixed in accordance with regulations which the Secretary shall
promulgate and publish in the Federal Register from time to time, considering
(1) population according to the last decennial census; (2) industrial and economic
development and productive efficiency; and (3) technical resources.

(b) %he Secretary may reserve an amount equal to not more than 20 per
centum of the total amount appropriated each year under this section and is
authorized to make payments to any designated or participating institution for
technical services programs which he determines have speeial merit or to any
qualified institution for additional programs which he determines are necessary
to accomplish the purposes of this Aet, under criteria and regulations that he
shall promulgate and publish in the Federal Register.

(¢) An amount equal to not more than 5 per centum of the total amount
appropriated each year under this section shall be available to the Secretary for
the direct expenses of administering this Act.

(d) No amount paid under subsection (a) shall exceed one-half of the cost of
the approved annual technical services program of the State, and for each dollar
paid under subsections (a) and (b) there shall be available for expenditure on
each approved program at least $1 from State or non-Federal sources: Provided,
That the Secretary may pay an amount not to exceed $25,000 a year for each
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of the first three fiscal years to each designated institution to assist in the prepara-
tion of the first five-year plan and the initial annual technical services programs,
without regard to any requirement of this section.

(e) At the end of each fiscal year, all remaining amounts which are appro-
priated for payments to the States under subsection (a) and which have not been
obligated for payments to the States at that time, shall be available to the Seere-
tary for payments under subseetion (b), until expended.

Spe. 12. The Secretary is authorized and directed to aid the States and regions
in carrying out their technical services programs by providing reference services
which a State or region may use to obtain scientific, technieal, and engineering
information from sources outside the State or region, for the purposes of this Act.
There is authorized to be appropriated each fiscal year such amount as may be
necessary to provide the services authorized in this section,

Skc. 13. The Seeretary is authorized to establish such policies, standards;
eriteria, and procedures and to prescribe such rules and regulations as he may
deem necessary or appropriate for the administration of this Aect.

LIMITATIONS

Src. 14. (a) Nothing contained in this Act shall be construed as authorizing a
department, agency, officer, or employee of the United States to exercise any
direction, supervision, or control over, or impose any requirements or conditions
with respect to the personnel, curriculum, methods of instruetions, or administra-
tion of any educational institution.

(b) Nothing contained in this Act shall be deemed to affect the functions or
responsibilities under law of any other department or agency of the United
States.

EVALUATION

SEc. 15. Within five years from the date of the approval of this Act, and prior
to the end of each five-year period thereafter, the Secretary shall appoint a publie
committee, none of the members of which shall have been directly concernec with
the preparation of plans, administration of programs or participation in programs
under this Act., The committee shall evaluate the significance and impact of
the program under this Act and make recommendations concerning the program.
A report shall be transmitted to the Secretary within sixty days after the end of
each five-year period.

ANNUAL REPORT

Sec. 16. Each designated institution or regional or interstate institution shall
make an annual report to the Secretary on or before the first day of September of
each yvear on the work accomplished under the technical services program and
the status of current services, together with a detailed statement of the amounts
received under any of the provisions of this Aet during the preceding fiscal year,
and of their disbursement.

TERMINATION

Sgc. 17. Whenever the Secretary, after reasonable notice and opportunity for
hearing to any institution receiving funds under this Act finds that—

(a) the institution is not complying substantially with the provisions of
this Act, with the regulations promulgated by the Secretary, or with the
approved annual technical services program; or

(b) any funds paid to the institution under the provisions of this Act have
been lost, misapplied, or otherwise diverted from the purposes for which
they were paid or furnished.

the Secretary shall notify such institution that no further payments will be made
under the provisions of this Act until he is satisfied that there is substantial
compliance or the diversion has been corrected or, if ecompliance or correction is
impossible, until such institution repays or arranges for the repayment of Federal
funds which have been diverted or improperly expended.

Sec. 18. Upon notice by the Secretary to any institution that no further pay-
ments will be made pending substantial compliance correction or repayment under
section 17, any funds which may have been paid to such institution under this
Act and which are not expended by the instifution on the date of such notice,
shall be repaid to the Secretary and be deposited to the account of the appropria-
tions from which they originally were paid.

SHORT TITLE
Sgc. 19. This Act may be cited as the “State Technical Services Act of 1965".
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GENERAL CounsEL oF THE DEPARTMENT oF COMMERCE,
Washington, D.C., March 15, 1965.
Hon. Orex Hagnis,
Chairman, Committee on Inierstate and Foreign Commerce,
House of Represenlatives, Washington, D.C.

Dear Mnr. CaairMan: This is in reply to your request for the views of this
Department concerning H.R. 3420, a bill to promote economic growth by support-
ing State and regional centers to place the findings of science usefully in the hands
of American enterprise,

H.R. 3420 is for the same purpose as the draft of legislation submitted to the
Congress by this Department on January 15, 1965. The Department urges
early enactment of H.R. 3420 for the reasons set forth in the statement of purpose
and need submitted to the Congress with our draft bill. A ecopy of the statement
of purpose and need is attached for your convenient reference.

We have been advised by the Bureau of the Budget that enactment of this
legislation would be in accord with the program of the President.

Sincerely,
Roserr E. Gires.

StarEMENT OF Purrose Axp NEED oN Prorosep State TECHNICAL
Services Acr or 1965

This proposed legislation is in response to President Johnson's direction to the
Department of Commeree to explore new ways to speed the development and
dissemination of new technology. In his Economic Report of January 1964, the
President stated:

“The Federal Government provides major support for the research and develop-
ment which underlie our striking technological acdvanes. In the past, much
of our research and development has been connected with national defense.
Now, as military outlays level off we face—

“A challenge to apply the Nation’s growing scientific and engineering
resources to new socially profitable uses;

“An opportunity to accelerate the technological progress of our ecivilian
industries.

“The Federal Government should join with private business and our universities
in speeding the development and spread of new technology. I have directed the
Department of Commerce to explore new ways to accomplish this.”

GENERAL DESCRIPTION

The proposed State Technical Services Aet of 1965 would enable the Federal
Government to make grants to States in support of programs to achieve more
effective commereial use of the findings of science and technology. This would
be done through technical services programs, planned loeally, designed specifically
to place these findings into the hands of local businesses and enterprises.

To qualify for Federal matehing funds, a State would designate an institution
or agency responsible for preparing and administering technieal services programs
within the State. A regional institution could be designated where two or more
States wish to join in a cooperative program (10 percent more Federal support
would be available for regional institutions). State and regional programs
would be formulated and put into effect with local or regional initiative and re-
sponsibility. All qualified institutions in the State could participate.

NEED FOR THE PROGRAM

A close examination of the modern American economy reveals a number of
recurring themes—all of them related in some degree to the importance of having
effective machanisms for introducing the results of science and technology into
commercial use. For example:

The competition we face in both domestic and world markets is increas-
ingly based on a high level of technology, not solely on lower labor costs.

The most successful competitors, whether at an international level, indus-
trywide, or among individual companies, are those who have learned to use
new technology effectively.

The cost of new technology, in the form of technical manpower and equip-
ment, has been rapidly rising.

Opportunities to participate in benefits of technology have not been
equally available in the various regions of the United States.
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Substantial expenditures for specialized research and development in
support of national defense and space missions have not met the full range of
industrial needs for technology.

The vast increase in the Nation’s total research and development effort
have not eradicated long-term unemployment and economic decline in many
parts of the country.

Technology cannot be effectively diffused merely by giving information to
a potential user. There must be means for active interchange between
those using and those furnishing information.

There are many factors involved in complete solutions to the broad problems
outlined above. Common to all of them, however, is the need for institutions
and mechanisms at the local level, specifically designed to bridge the gap between
the most advanced technology, wherever it exists, and the industrial practices
of the local region.

OBJECTIVES

Through this program and with the cooperation of universities, communities
and industries, three objectives will be served: (1) strengthening the Nation's
economy by upgrading industries through the utilization of advanced technology,
thereby generally expanding the industrial base; (2) increasing employment by
facilitating industrial’s use of technology and the manufacturing of new products
which result; and (3) enhancing the competitive position of U.S. products in
world markets.

The proposal is based on the premise of strong local support and loeal initiative.
The proposal is designed to stimulate local economic programs, utilizing local
specialists and applving local resources with Federal matching support and
encouragement. istinet contributions to the economie vitality of our Nation
will be made by those who are closest to the problems which the program is
designed to meet.

HOW THE PROGRAM WOULD OPERATE

A State wishing to participate in the program would designate an institution
(generally a State university or land-grant college) to administer and coordinate
the State’s technical services program.

The designated institution would prepare a 5-year plan, outlining the tech-
nological and economie situation in the State, the major regional and industrial
problems, and the means to be used in assisting in their solution.

The designated institution would also prepare an annual technical services
program, covering the objectives for the first year, the budget, and the responsi-
bilities assigned to each qualified institution participating in the program. Up
to $25,000 per year for each of the first 3 years may be paid to the designated
institution to assist in preparing the first 5-year plan and the initial annual
programs.

An advisory council would be established by the designated institution to
evaluate and report on the 5-year plan and the annual technical serviee program.

The 5-year plan and the annual program would be submitted to the Secretary
of Commerce. Federal matching funds would be made available to the desig-
nated institution to support those programs found by the Secretary to meet
legal requirements and to further the purposes of the act. The maximum annual
payment in support of any State program will be limited by a formula to be
established by the Secretary, taking into consideration three criteria: (1) Popu-
lation according to the last census; (2) industrial and economic development and
productive efficiency; and (3) technical resources. Supplementary matching
grants, totaling up to 20 percent of the amount appropriated each year, may also
be made to support programs which the Secretary determines have special merit.
These provisions are designed to assure that the program’s benefits will be widely
diffused throughout the Nation while at the same time reserving sufficient dis-
eretion to the Secretary to assure that funds are granted only in support of ade-
guately developed programs which will in fact advance the purposes of the act.

The formula to be established by the Secretary will be based on objective
considerations such as the proportion of working pepulation gainfully employed,
the ratio of assets of individual establishments to employees, urban population,
industrial population, numbers of scientists and engineers, and the physical
research facilities used for industrial purposes. The formula will be weighted to
gro\-id{.- funds to States and regions where industrial development has lagged

chind its potential and where technical resources are weak., The population
criteria will be applied in a manner which will permit even the smallest States to
participate in a meaningful program,
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New plans are required at 5-year intervals, although they are to be revised if
neeessary.  Annual technical services programs must be submitted to the Sec-
retary of Commerce each year in order to qualify for annual matehing funds.
In administering the program and approving plans, the Secretary would consult
with other agencies of the Federal Government as appropriate. An annual report
is required at the conclusion of each year.

Once in operation, there is a wide variety of technieal services which might be
offered by the various institutions participating in the program within a particular
State. For example, a technology diffusion program oriented to the needs and
problems of a specific industry dominant in one State or region might offer work-
shops, seminars, and demonstrations in order to bring existing technology to local
entrepreneurs for use in plants within the region. A technology dissemination
and referral center could offer two types of services: (1) technical reports ab-
stracts, bibliographies, reviews, mierofilm, computer tapes, and the like; and (2)
referral to sources of scientific and engineering expertise in the fields of interest
to the local industry. Such a center would be in continuous interaction with
local business and industry, so that its services will be pertinent to the local
economy. These examples by no means exhaust the list of possible technical
services that might be offered in any State program. The range of services can
be as wide as the range of industrial and technological interests in this country,
and, within the bounds of the act, is only limited by the imagination and initiative
of the persons who develop the State program.

COST

The cost to the Federal Government of the proposed program is expected to
be in the range of $5 to $10 million for the first vear and such amounts as may
be necessary for effective future programs which the States justify to the Secretary
of Commerce.

All funds made available to States for technical serviees, except regional incen-
tives, would be matched at least equally by non-Federal funds. Direct Federal
expenditures would be limited to expenditures for administration, to be held to
less than & percent of the cost of the program, and for reference services to aid
the States and regions in collecting and processing technical information for
dissemination to industry under the act.

These funds will be an investment in promoting the economic growth and wide-
spread industrial development of the entire Nation.

CompTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., March 15, 1965.
B-156076.
Hon. OrReN HARRIs,
Chairman, Committee on Inlersiale and Foreign Commerce,
House of Representalives.

Dear Mr. Caaieman: By letter dated February 16, 1965, you requested our
report on H.R. 3420. The stated purpose of this measure is to promote economie
growth by supporting State and regional centers to place the findings of science
usefully in the hands of American enterprise. - E

While we have no special information that would assist the commitiee in its
consideration of the merits of H.R. 3420, we offer the following comments on
certain aspects of the measure:

Inasmuch as the grants made to the institutions described in the bill would
involve the expenditure of appropriated funds, it is our understanding that these
expenditures would be subjeet to audit and review by this office, with such reports
to the Congress as may be deemed necessary under the provisions of the Budget
and Accounting Act, 1921 (31 U.S.C. 53) and the Accounting and Auditing Act
of 1950 (31 U.S.C. 67). We note, however, that the bill would not expressly
grant the Secretary of Commerce or the Comptroller General the right to examine
g‘erfinem books, records, and documents of the institutions and agencies receiving

‘ederal grants under the provisions of the bill. We believe that access to such
records is necessary for the adequate administration and audit of a grant program,
and we therefore suggest that the bill be amended by including a section sub-
stantially as follows:

““Each recipient of a grant under this act shall keep such records as the Secretary
shall prescribe, including records which fully disclose the amount and the dis-
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position of such grant, the total cost of the related approved program, the amount
and nature of the cost of the program supplied by other sources, and such other
records as will facilitate an effective audit.

“The Secretary and the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to any books, documents,
papers, and records of the recipient that are pertinent to amounts paid under this
act.

Section 5(g) of H.R. 3420 would require that all reports prepared in the course
of furnishing technical services supported under the bill be made public or be
made available at cost to any person on request. 1t is not clear whether, for the
purposes of the bill, the ecost of the reports is intended to include only the costs of
printing and distribution or the full cost of preparing the reports, including re-
search, administrative, and other costs.

Section 11(e) provides that up to 5 percent of the total amount ap{ ropriated
each year shall be available for direct expenses of administration. We believe
that funds for administrative expenses should be provided by the Congress each
year in a specified amount on the basis of the proposed program for such fiscal
year.

* We have no further comments to make concerning H.R. 3420,
Sincerely yours,
Josery CAMPBELL,
Comptroller General of the United Stales.

Execurive OrrIcE OF THE PRESIDENT,
Bureav or THE BuUDGET,
Washington, D.C., May 28, 1965.
Hon. Oreny HArRIS.
Chairman, Committee on Inlerslate and Foreign Commerce,
House of Representatives, Washinglon D.C.

Dear Mgr. CHaAlRMAN: This is in response to your request for the views of the
Bureau of the Budget on H.R. 3420, a bill to promote economic growth by sup-
porting State and regional centers to place the findings of science usefully in the
hands of American enterprise,

You are advised that enactment of H.R. 3420 would be in accord with the Presi-
dent’s program.

Sincerely yours,
PaiLuie 8. HuguEs,
Assistanl Direclor for Legislative Reference.

Mr. Macponarp. At this time I recognize the gentleman from
Massachusetts, Mr. Conte.

STATEMENT OF HON. SILVIO O, CONTE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MASSACHUSETTS

Mr. Coxre. Mr. Chairman, members of the committee, it is cer-
tainly a pleasure to appear before this subcommittee chaired by
my good {riend and able Congressman colleague from Massachusetts,
Torby Macdonald. Mr. Chairman, in order to save time I will
submit my statement and also a letter from Dr. Lederle, president
of the University of Massachusetts.

Mr. Macpovarp. Without objection, it is so ordered.

(The documents referred to follow:)

Remarks oF Hox. Siuvio Q. ConTE

Mr. Chairman, members of the subcommittee, I wish to thank you for the
Of)portuuit-y you have afforded me this morning to testify in behalf of my bill,
H.R. 7708, which I introduced on April 28 of this year. My bill is identical to the
one introduced by our colleague from Arkansas, Congressman Harris.

It was a pleasure to introduce a bill which would promote the economie growth
of not only my district—the First Congressional District, but also of my State,
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Massachusetts; and the country. The bill would accomplish this by providing
federally supported State and regional centers under a State Technical Services
Act. These centers established at a local university, a State agency, or a private
nonprofit institution would be required to meet certain criterian of competence
instituted by the Secretary of Commerce and published in the Federal Register.

In many respects this bill is gimilar in concept to the Agricultural Extension
Act. Under that act, farmers are able to go to State institutions in order to find
solutions to their problems. Under the provisions of this act, H.R. 7708, business-
men would now be able to receive help at State institutions or regional institutions
to meet the demands of an ever-increasing technology.

These centers would place the findings of science and technology in the hands of
businessmen. I am particularly pleased that it would, most likely, place such
information in the hands of small businessmen. They are the ones who are most
often unable to meet the pressing problems which they face, because of lack of
funds, or simply because they do not know where to turn.

It is axiomatie that wider diffusion and more effective application of scienece and
technology in industry and business is essential to the growth of the American
economy. It is necessary if we are to maintain and increase present levels of
employment. It is necessary is we are to successfully compete for world markers,
while maintaining a high level of income. And the time has come, gentlemen,
when it is necessary that the benefits of federally financed research, as well as
research financed in other ways, be placed in the hands of American businessmen
and enterprises. To insure the most effective operation of such a plan as pro-
posed in my bill, it is imperative that it be one which is developed on a State or
regional level. This has also been proposed in my bill. The States, through
cooperation with their universities, their communities, and their industries can
best determine the needs of their industries and how the modern developments in
science and technology can most effectively be applied to meet the needs of new
and old industries and of large and small industries.

Gentlemen, in the Commonwealth of Massachusetts alone, there are approxi-
mately 8,800 small businesses, These are the people who would benefit the most
from the workings of this act. These are the people who are too small to maintain
their own staffs of technicians and research specialists. Under the provisions of
my act they would be able to ecall upon the assistance of the State or regional
institutions for help they now cannot afford because of the size of their operations.

However, 1T have personally observed the death of many firms in my district
and in my State. A textile firm, successful for 50 years, was forced to close its
doors. A papermill was also forced to shut down its operations. 1 believe that
if technieal help had been available to these firms of the nature envisioned under
the provisions of the bill now before you, the story might have been different.
The loss to the State and to the community and the families comprising them
would have been avoided. I am certain that you have also seen similar closings
and similar losses suffered in your districts and in your States.

I, therefore, respectfully urge that the members of this subcommittee report
favorably to the full committee on the provisions of my bill, 1 do not believe
that we should delay in providing the type of help which would be made available
under the provisions of my bill to those who need it. I am certain that in the
yvears to come this bill shall be looked upon as a major boon to industry and

usiness,

Thank you, gentlemen, in allowing me to express my views on this matter this
morning.

Tae CoMMONWEALTH OF MASSACHUSETTS,
UNIVERSITY OF MASSACHUSETTS,
Ambherst, May 27, 1965.
Hon. Siuvio O. CoxtE,
House Office Building,
Washington, D.C.

Dear ReprEseEnTATIVE CoNTE: The State Technical Services Aet of 1965
(S. 949 and H.R. 3420) proposed a most significant potential contribution to our
urban, industrial society. The University of Massachusetts strongly endorses
the bills and hopes that you will support them for the future welfare and pros-
perity of the Commonwealth.

Briefly, as you know, the proposed act would grant matching funds to make
more readily available the latest technologies and discoveries for the benefit of
local businesses and industries. Under such an act, the university would work
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with other accredited engineering and business schools to form plans where
seientific and technologieal information may be put into the hands of private
industry and business in order for them to operate more efficiently.

Through such means, our institutions of higher education ean aid in the im-
provement of the economy of Massachusetts, strengthening employment, growth
and prosperity. In the two areas of improving present manufacturing and in
new product development, the proposed aet can aid our commercial enterprises
in a material manner.

Advanced technology makes manufacturing and distribution processes con-
tinuously subject to obsolescence. The advent of the stainless steel razor blade
is an example wherein a Massachusetts firm, the Gillette Co., had to respond
quickly in order to meet the competition. Under the proposed act, our seientists
and engineers might assist in providing greater leadtime for our industries in
moving to meet such competition.

New product development has become an important factor in economic vitality.
Some industries report that from 30 to 50 percent of their eurrent production
is in products that were not on the market 20 years ago. Massachusetts indus-
tries must be assisted in maintaining their progress in this dynamic area of
competition.

Other States have, on a State-supported basis, modest programs similar to that
envisaged in this act. New Hampshire, for example, has 10 full-time stafl in
their engineering experiment station. Georgia has 50 people aiding State indus-
tries and has just opened its fifth branch office to provide this type of technical
services. lowa's center has 10 full-time people, and North Carolina has a
$200,000 budget for such purposes.

There are 8,900 industries in Massachusetts, of which 8,800 have less than
1,000 employees and are, therefore, too small to maintain fully their own technical
and research service staffs. These bills will provide an impetus to the general
court to cooperatively support a program of communication and assistance be-
tween campuses and commercial enterprise so that competent technical assistance
can be made readily available,

The University of Massachusetts, recognizing the problem, has already com-
mitted some funds to the purpose of aiding Massachusetts industries. But this
level of assistance must be substantially increased if our service and contribution
to business in the State is to have a real impact and widespread constructive
result. We would hope for your active support and favorable vote on this
legislation.

Sincerely yours,
Joan W. LEpERLE, President.

Mr. Harris. Mr. Chairman, T would like to join in welcoming our
colleague, Mr. Conte, to these hearings this morning, and to thank
him for his interest in this important and visionary program, which
also has practical realities included in it. T am very glad to welcome
him as one of the sponsors of the supporting legislation.

Mr. Conte. Thank you, Mr. Chairman.

Mr. MAcCDONALD. 'I‘lsle. next witness is our colleague from California,
Hon. James C. Corman. Mr. Corman, we will be glad to hear you
at this time.

STATEMENT OF HON, JAMES C. CORMAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Corman. Mr. Chairman, I appreciate this opportunity to
testify in support of the State Technical Services Act.

The State Technical Services Act is landmark legislation which will
be of immense value to our entire Nation. But the Ipmgrmm made

possible under this bill are of immediate and particular use in those
communities in which there are a well-developed industrial enterprise
based upon the effective utilization of modern science and technology.

The 22d District of California, which I have the honor to represent,
plays a major role in meeting our national commitment in the fields
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of space research and exploration as well as in defense. I hope you
will pardon my pride in reporting that in the first 8 months of fiscal
year 1965, the 22d District has received $267,632,000 in prime con-
tracts from the National Aeronautics and Space Administration alone.
This represents a 12-percent increase over the entire preceding fiscal
year. Mr. Chairman, these contracts were earned by the hard work
and talent of our creative business leaders and highly skilled engineers
and scientists,

This talent and technology must also be put to work to satisfy the
expanding needs of ecivilian production. This is essential for two
reasons: both the public and private needs of our economy require the
contributions that can be made by systems engineering and scientific
discovery. This is the path to full production, full employment, and
economic well-being for the United States. Second, those valued
citizens who are now engaged in space and defense work must be

rotected from the erratic rise and fall of Government procurement.
Ve do not advocate the spending of one dollar on Government con-
tracts that is not clearly required by the national interest. We have
made that abundantly elear in our opposition to the awarding of
contracts as a means of aiding depressed areas. But we must also
be sure that the years of experience and knowledge that now supports
the space and defense efforts will be constantly engaged in useful and
productive work.

The State Technical Services Act is a significant step in assuring
the use of that human resource. The act would enable the Federal
Government to make grants to States in support of programs to
achieve more effective consumer use of science and technology, This
would be done through locally planned technical services programs
designed specifically to place these findings in the hands of local busi-
ness. To qualify for the Federal matching funds, a State would
designate an institution or agency responsible for preparing and
administering technical services programs within the State.

The designated institution would prepare a 5-year plan, outlining
the technological and economic situation in the State, the major
regional and industrial problems, and the means to be used in assisting
in their solution. I might note that the State of California through
its Office of Planning and the Economie Development Agency has
already undertaken this type of preparation.

The designated institution would also prepare an annual technical
services program, covering the objectives for the first year, the budget,
and the responsibilities assigned to each qualified institution partici-
pating in the program. The 5-year plan and the annual program
would be submitted to the Secretary OP Commerce for his review.

For example, a technology diffusion program oriented to the needs
and problems of a specific industry might offer workshops, seminars,
and demonstrations to bring existing technology to local businessmen
for their use. A technology dissemination and refsrral center could
offer two types of services: (1) technical reports, abstracts, microfilm,
computer tapes, and the like, and (2) referral to sources of scientific
and engineering expertise in the fields of interest to the local industry.
Such a center would be in continuous interaction with local business
and industry, so thatits services will be pertinent to the local economy.
These examples do not exhaust the limits of possibility which are only
bounded by the imagination and initiative of the planning organization.
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I am convinced that American private business can continue to
provide the goods, services, and the employment required in our free
society. Government can and should exert every effort to help
private industry do the job. Enactment of the State Technical
Services Act will result in more jobs, new produets, and a strengthened
capacity for the United States to meet its responsibilities to freemen
at home and abroad.

Thank you, Mr. Chairman.

Mr. MacpoNALD. Are there any questions? If not, we thank you
for your testimony, Mr. Corman.

Mr. Corman. Thank you for the opportunity, Mr. Chairman.

Mr. Macponanp. The next witness is our colleague from Iowa, the
Honorable John R. Schmidhauser. Mr. Schmidhauser, we welcome
you to the committze.

STATEMENT OF HON. JOHN R. SCHMIDHAUSER, A REPRE-
SENTATIVE IN CONGRESS FROM THE STATE OF IOWA

Mr. ScamipaavseEr. | want to thank the distinguished chairman
and the other members of the committee for providing me with the
opportunity to speak on behalf of the State Technical Services Act
which I have introduced (H.R. 7501) along with a number of my
colleagues. I believe this act would be of tremendous importance
to the further development of our economy.

The proposal currently before this committee would enable the
Federal Government to make grants to States in support of programs
to make better commercial use of the latest findings of science and
technology. These programs, planned and carried out locally, would
place technical findings in the hands of local business and industry.
I believe the services provided—which inlude identifying new oppor-
tunities for applying technology to the advancement of regions and
industries, preparing and disseminating scientific or engineering infor-
mation, and facilitating its use—would help to distribute on a wider
and more equitable basis our tremendous reservoir of scientific in-
formation and knowledge. The end result would be a strengthened
national economy. This goal has long been a primary objective of
legislative actions. Most, Americans agree that as a nation, we share
four major economic goals:

1. To promote our economic growth;

2. To improve our competitive position in world trade;

3. To encourage regional economic growth so that all can share
in the benefits of an expanding economy; and

4. To achieve and maintain a high level of employment
throughout the Nation.

It is my belief that this bill will facilitate the attainment of these
much desired objectives. Although we are in a position to attain
these goals, our success depends on a continuing advance, nationwide
and industrywide, in our use of the results of modern science and
technology. At the present time, however, regions of our country
share unequally in our general prosperity. I believe the facts indi-
cate that Llle- economic problems of these regions are closely correlated
with a slower rate of industrial growth and industrial use of advanced
technology. Even within industries, there is a sharp variation in the
level of use of advanced technology. This is the current situation

50-474—065——2
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in spite of the great recent increase in research and development.
Furthermore, we have only started to tap the possible benefits to the
economy as a whole which can be derived from our expenditures in
the fields of defense and space.

President Johnson recognized this problem in his Economic Report
of January 1964 in which he said we must accept a “* * * challenge
to apply the Nation’s growing scientific and engineering resources to
new socially profitable uses * * *” and directed the Secretary of
Commerce to “* * * join with private business and all universities
in speeding the development and spread of new technology.”

I believe the Technical Services Act would promote this great goal.
The State technical service program proposed in this legislation would
apply broadly to all industries, all relevant technologies, and all
States and regions. It would work, in each region, with existing local
technical information centers and extension programs, and will draw
on central technieal information facilities for input to its own efforts.
The emphasis is on the application of technology to economie prob-
lems and the general education extension proposal would broadly
support many kinds of educational programs. T believe this is an
approach which would add increased support to our 4}4-year period
of constant economic expansion, Furthermore, it would speed the
decline in our unemployment rate because of the increased number of
jobs which would be generated.

I also would like to say that it is my belief that from this program
will emerge new business, improved processes and products, and new
services. Furthermore, this act will help make American products
from all areas of the Nation, including those from my congressional
district in southeast Towa, more competitive in the rapidly expanding
world markets.

This program also will help fill the urgent need for highly trained

eople to bridge the gap between what has been discovered in the
ﬁlbnru.lm'y and what can be used on the production line. We also
need special mechanisms and institutions to translate the results of
science into the language of applied technology. This will be accom-
plished by the State Technical Services Act of 1965.

It is my deep conviction that the solutions to the problems facing
our great Nation rest on a set of new concepts of cooperation and on a
creative attitude toward the problem-solving process. By coopera-
tive effort, such as that envisaged by this bill, I am confident that we
will see our free economy expand for the benefit of all Americans.

In conclusion, 1 respectful\y request the committee to approve this
legislation and to favorably report the State Technical Services Act.

Thank you for this opportunity to speak on behalf of this most
promising program.

Mr. MacponNALp. Are there any questions? If not, we thank
you for your appearance, Mr. Schmidhauser.

Mr. ScamipuAUSER. Thank you, Mr. Chairman,

Mr. Macpoxanp. The next witness is our colleague from Cali-
fornia, the Honorable George E. Brown, Jr. Mr. Brown, we will be
glad to hear you at this time.
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STATEMENT OF HON. GEORGE E. BROWN, JR., A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Brown. Mr. Chairman, T have introduced H.R. 8049, which
is one of the bills that is before this committee for consideration today,
proposing the establishment of a system of State technical service
centers.

My purpose in introducing and supporting this proposal is embodied
and well stated in the declaration of purpose in the bill, itself, which
I know you are familiar with. This declaration of purpose would
place Congress on record as believing that “wider diffusion and more
effective application of science and technology in industry are essential
to the growth of the economy, to higher levels of employment, and
to the competitive position of U.S. products in world markets.”

It also goes on to state that our research efforts should be placed in
the hands of American business and enterppieess expresses the
belief that cooperation between the States Polalie
and industries can provide encouragemer
cation of science and technology to both nf@ and (‘slsnblishté ;

This proposal would provide a natid@l program of g4
stimulate this cooperation. 1965 8

Mr. Chairman, there are many uncdprdinated efforts
acencies, by universities, or by industry Yg 15
of the massive store of developments, dis :
formation that we have gained through billiom ars in research
efforts.

I am particularly familiar with the efforts of the National Aero-
nautics and Space Administration in this regard, through its tech-
nology utilization centers, and have hopes of being able to stimulate
the placement of one of these centers in southern California. This,
of course, would not adequately bring the technology of the Depart-
ment of Defense or the Atomic Energy Commission, for instance, to
southern California at the same time.

Other departments and agencies have technical information services
of their own, and I am sure that some are available to southern Cali-
fornians. A central coordinating institution that could properly
combine and evaluate the information from all of these sources would,
of course, be invaluable to local business and industry.

There is no NASA Technology Utilization Center west of Oklahoma.
The large industries that are most involved in defense contract work
seem, for the most part, to be quite self-sufficient in relation to develop-
ment of their own technological needs. The gap arises insofar as
smaller or even new industries might be concerned.

The Federal funds that are spent on research are provided by the

eople of this Nation, and the people of this Nation are entitled to
Ell\'(‘. the benefits of this research made available in as broad a manner
as possible for those who might be able to make use of it. 1 do not
believe there is any disagreement on this point.

The need for increased industrial development and growth is,
likewise, unchallenged, and it is my belief that these technical services
centers would be a great help in fulfilling this need.
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I would like to urge that one admonition be given to the institutions
qperating under the State Technical Services Act in preparing their
plans and in developing means to overcome the problems which this
act is designed to meet. This would be an expression by the com-
mittee that the interests of small business should be kept constantly
in mind.

Those who are most in need of this type of assistance and who would
be most likely to utilize new and novel developments are our small
businessmen. They are less captured by the rigidity that so often
enmeshes many of our larger corporations. In addition, the small
business is much less able to conduct its own research and develop-
ment operation. The large corporation, on the other hand, is not only
capable, but does rely on its own resources for new developments since
it can control the direction of the research.

I would strongly urge the committee to recommend passage of the
State Technical Services Act of 1965. Thank you.

Mr. Macponanp:. We appreciate your appearance and testimony,
Mr. Brown.

Mr. Brown. Thank you, Mr. Chairman.

Mr. MacponNarp. I would like to welcome here and recognize the
Honorable John T'. Connor, Secretary of the Department of Com-
merce, and say to the Secretary that it is a great pleasure to have you
here. This is to my kngwledge the first time you have appeared
before the Subcommittee on Commerce and Finance, and 1 personally
am looking forward to seeing you many times and I hope for many,
mMany years.

Welcome to the committee.

STATEMENT OF HON. JOHN T. CONNOR, SECRETARY OF COM-
MERCE, ACCOMPANIED BY J. HERBERT HOLLOMON, ASSISTANT
SECRETARY FOR SCIENCE AND TECHNOLOGY; AND ROBERT
E. GILES, GENERAL COUNSEL

Secretary Connvor. Thank vou very much, Mr. Chairman.

Mr. Hagrris. I share the sentiments of our distinguished colleague,
chairman of this subcommittee, Mr. Macdonald, in extending a warm
welcome to the distinguished Secretary who is appearing before this
committee. He was here last week before another subcommittee of
this committee. As the chairman indicated so well a moment ago,
I think we will have him coming back from time to time. We look
forward to it with pleasure on each occasion.

Apparently this warmth expressed by the chairman to the dis-
tinguished Secretary of Commerce must be reminiscent of some of
the New England background and inheritance. Perhaps if there is
as much to Cape Cod as mentioned a moment ago, the subcommittee
might do well to see what it is like sometime.

Mr. Macponawp. I think that is a wonderful idea.

Secretary Connor. Thank you, Chairman Harris.

Mr. Chairman, members of the subcommittee, in addition to Dr.
Hollomon, Assistant Secretary for Science and Technology, I also
have with me Mr. Robert Giles, General Counsel of the Department
of Commerce,
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I appreciate the opportunity to appear before you this morning in
support of H.R. 3420, the proposed State Technical Services Act of
1965.

The proposed legislation would authorize Federal grants to the
States under a cooperative program to spread the findings of science
and technology throughout American business and enterprise. Its
purpose is to speed industrial and economic growth of the States and
the country generally through a better application of our technical
and scientific knowledge.

Merely having knowledge in existence—in the possession of a
relatively few experts—is not enough. Our scientific and technical
know-how, which is constantly expanding and improving should be
communicated to, and made available to, business firms throughout
the Nation. This must be done if the American economy is to realize
its full potential from science and technology.

We believe that this bill, if enacted, will help to increase the indus-
trial strength of the entire country, including those areas which are
now economically weak. It will stimulate an increase in technical
manpower and employment opportunities. It will enhance our
competitive position in world markets. It will stimulate creation of
new businesses and industries.

This bill is in response to President Johnson’s direction to the
Department of Commerce. In his Economic Report of 1964, the
President said:

The Federal Government should join with private business and our universities
in speeding the development and spread of new technology. I have directed the
Department of Commerce to explore new ways to accomplish this.

This bill will accomplish what the President asked to be done. The
program which we propose would work in the following way: To
qualify for Federal matching funds, a State would name an institution
or agency to prepare and administer a technical services plan and
program for that State. We have called the institution or agency
responsible for planning and administering the State program the
designated institution. It could be a State university or a State
agency. Two or more States could also join in a cooperative program
and name a regional institution.

The first task for the designated institution would be to prepare a
Jlong-term plan covering a 5-year period outlining the technological
and economic prospects in the State, the major regional industrial
problems faced and the ways and means a program can help solve
them. The amount of $25,000 a year in Federal funds for the first
3 years, on a nonmatching basis, could be made available to the
State to help prepare the first plan and the initial annual program.
The State or regional programs would be planned with the advice of
broadly based advisory committees reflecting the local or regional
interests. All qualified institutions in the State would be invited to
participate in the planning.

The bill defines “qualified institution” as institutions of higher
learning which have accredited programs in engineering or business
administration and those which are competent nonprofit organizations
and State agencies. These would all be invited to participate. The
State's technical services program would outline a budget and assign
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responsibilities to each qualified institution which participates in the
program.

After the planning is completed, the designated institution would
submit the 5-year plan and the annual program to the Secretary of
Commerce through the Governor of the State. The Governor would
certify that the plan and program had been developed under proce-
dures and guidelines set out in the bill, which would include proper
coordination, adequate rules to avoid conflicts of interest, assurance
of non-Federal matching funds, and care in avoiding special treatment
to particular firms.

ederal funds would be paid to support approved programs meeting
the legal requirements and the purposes of the bill. The grants could
be as much as one-half of the amount of the State program, with the
remainder coming from State or mon-Federal sources. However,
maximum amounts paid to the States would be fixed by regulations,
taking into account population, industrial and economie development,
and productive efficiency and technical resources. This kind of
flexibility is necessary to respond to the needs of the States and to
encourage imaginative and creative local programs. No State could
receive more than its limit, but could gat less depending on the merit
of its proposals. Regional programs could be allotted an extra 10
percent of the amount approved for payment to the participating
States.

Up to 20 percent of the Department’s appropriation for this activity
could be usad to make direct payments on a matching basis for pro-
grams that have special merit or are truly national in scope.

A State’s long-term plan could, of course, be revised periodically
and new plans would be drawn up at 5-year intervals. The annual
programs implement the long-tarm plan; but they must be submitted
each year to qualify for annual funds. In administering the bill we
would establish a small administrative unit responsible to the Assistant
Secratary for Science and Technology. We would, of course, consult
and coordinate this work with other Federal agencies, as appropriate.
After each 5-year period, a2 public committee would evaluate the
impact of the legislation and make any recommendations necessary
to improve it, or possibly to terminate if, if the States by that time
are successful enough in stimulating resources to earry the program
on their own.

I have described how the legislation would work. For what it
would accomplish we might first look to the major imbalances that
exist in the use of advanced technology. These imbalances occur
among regions of the country and among firms within major industries.
Also our large expenditures for national defense and space exploration,
while justified for their direct ends, are limited in the extent to which
they contribute to the productivity of the “rest of our economy.
Some industries are nnable to adapt to new fechnologyv. Other
companies within very prosperous industries do not take advantage
of the latest technology available, perhaps because they have no way
of finding out what it 1s.

The imbalances, the dislocations and the differences between the
healthy and the unhealthy industries create conditions which ecan
result in serious national problems. The regions of the country
which are economically most successful and the companies and the
industries that have thrived did not achieve their healthy position
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only by discovering new knowledge in a laboratory—they achieved
it by actually putting new or advanced technology to work in their
own plants.

The proposed legislation would not support scientific research or
industrial research, nor would it be concerned with developing pro-
prietary products or processes. Its purpose is to promote wider use
of the results of research. There is a wide variety of technical services
that can be offered to serve this purpose. These would specifically
be drawn up by the State or region to meet the needs of the region or
of the industry within the State or region. We think better results
will occur in the regions and industries through this local initiative
rather than by Federal direction,

For example, a principal industry of a State or region might benefit
from demonstration models of the latest technology pertinent to the
area or from practical workshops or seminars designed to upgrade
the training of businessmen and their key skilled technicians. Or
possibly a program should stress a new advance in technology affecting
a large number of industries or businesses in the State or region. For
example, seminars and demonstrations on new metal welding tech-
niques would be useful to such local business interests as automotive
mechanics, wrought iron furniture manufacturers, household appliance
manufacturers, and construction engineers, as well as others.

Another service which could stimulate a more efficient use of tech-
nical data might function through a technical data and referral
center in a State. This center could make available technical reports,
abstracts, bibliographies, computer tapes, and other data of particular
importance to business throughout the State. Equally important it
could refer businessmen to experts and consultants whom they could
retain. Technology ean also help in business management, as well as
in engineering and produetion. For example, a program to introduce
managers to the uses of computers in planning better market surveys
or for planning their supply or distribution operations would be a
very valuable service.

Having shown how the program works and what it might accom-
plish, let me turn to some revealing facts to show why we need it.

Regarding our balance of trade, it seems clear that with the highest
paid labor force in the world, American products having a high labor
content are increasingly at a competitive disadvantage. Imports are
successfully competing in our domestic markets, even in high tech-
nology products such as machine tools, scientific instruments, office
and computing machines, motors and generators, railway equipment
and aircraft. In 1963, the manufactured machinery which was
exported from the United States to the European market averaged
50 percent higher in productivity than machinery installed domesti-
cally. This means that European plants are in the process of becom-
ing more productive than our own. One of the most effective steps
we can take to reverse this trend is to stimulate innovation and
technological improvement in our own manufacturing enterprises.
Spreading technology through programs possible under the bill would
thus help our position in world trade.

In the free enterprise system we always assume that inefficient
Ql'{}t]ll(fei'ﬁ quickly lose their share of the market and go out of business.
Many believe that new techniques which improve productivity
swiftly move through an industry, almost automatically. We find,
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however, that is is not necessarily so. There is a tremendous spread
in productivity between the most productive firms and the least
productive firms in some industries which we have studied. (I
mentioned this imbalance earlier.) In the machine toolbuilding
industry, for example, the most recent data available indicates that 8
manufacturers out of 100 averaged $18.90 in dollar value added to
their product for each man-hour of labor; 28 of the 100 averaged less
than $5. This means that a few modern plants are highly productive
but a large fraction of establishments are using obsolete techniques
which reduce their competitive position, particularly in world markets.
The same pattern exists in other selected industries and we have
reason to believe that it exists in nearly every other industry over 20
years old.

Technological improvement is a very complex process. It does not
occur reudify. It is made more difficult by the risks inherent in
innovation. It is also costly, particularly since the cost of basic
research and development is rising more rapidly than the price of
manufactured goods. In a modern industrial mation such as ours,
technical activity and economic well-being seem to go hand in hand.
With the results of so much expensive research being inefficiently used
throughout the country, it is easy to see why imbalances have devel-
oped and why there is now a national need for a program to spread
the results of science and technology to all regions, industries, and
businesses.

We might ask why the proposed legislation seems to call on uni-
versities to perform this function of disseminating technology. We
feel that knowledge about the results of research and teaching skills
are both essential to effective technical services programs. More
often these skills are found at the universities throughout the country.
Through engineering schools, the universities are major sources of
scientific and technical knowledge. Many universities have demon-
strated their ability to stimulate new technology in activities such as
their agricultural extension programs. Certainly, the States which
now have successful economic development programs regard uni-
versity participation as being highly desirable for success. But we
do not take the position that universities are the only technical
resource which could be used in State programs. Other institu-
tions such as nonprofit, technically oriented institutions, foundations,
as well as appropriate State agencies, are all excellent resources for
carrying out the programs,

In conclusion, Mr. Chairman, the State Technical Services Act,
if enacted, will permit some important steps to be taken to place
the results of costly research and development into the hands of those
who will benefit. It would significantly aid in spreading technology
for the public good. 1 have explained how it will work, what 1t
could accomplish and why it is desirable and needed. In contributing
to our economic growth, to an increase in job opportunities, and to
an improvement in our international competitive position, the pro-
grams under the legislation would be well worth their cost.

I strongly urge this committee to act favorably on this bill.

Mr. Macpoxap. Thank vou, Mr. Secretary.

As you say, and you have explained in some measure how the plan
would work, and what it would accomplish and why it is desirable
and needed, to use your words. One question did come to my mind
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as you made your statement and while I don’t mean to sound like the
distinguished gentleman from Iowa, one of our colleagues, I was
wondering how much this program would cost if it were adopted,
that is, the cost to the Federal Government.

Secretary CoNnNor. Mr, Chairman, we have estimated that the
cost in the first year will be about $9 million to get the program
started. We have estimated that over the 5-year period for which
this initial planning would be contemplated, the cost would be ap-
proximately $140 million.

Mr. MacpoNaLp. Do you have any breakdown of how those
costs would be allocated to the wvarious sections of the Depart-
ment or where the money would go?

Secretary Connor. No, sir. We don’t have a breakdown on a
State-by-State basis which would be meaningful. As I have indicated
in the testimony, we would work out a formula which has not been
completed yet which would establish a minimum amount which would
go to each of the 50 States and then a maximum worked out on a basis
such as population. But this has not been completed yet.

Mr. Macponarp. Well, as I understand it, obviously it would be a
voluntary program on the part of the 50 States.

Secretary Conxor. Yes, sir; that is right. Each State would
have to take the initiative in order to qualify for participation n the
program on a matching basis. The Federal Government would
contribute no more than 50 percent of total cost of an approved plan.

Mr. MacpoNaLp. Then I would take it you would be really hard
put to find out how much it would cost unless you knew how many
States are going to participate.

Secretary Coxnor. That is right. We can only make some rough

estimates at the present time based u&}un our understanding of the

amount of interest in the States and their ability to respond to the
availability of such a program within the first few years after passage
of the bill.

Mr. MacpoNarp. Right. Has the Department put out any ten-
tative feelers or asked for expression of opinions from the various
States, the departments of commerce of the various States, as to what
degree they would be interested in such a plan?

Secretary Conxor. Mr. Chairman, Dr. Hollomon has had several
meetings with respect to the need for such a program and this legis-
lative proposal has engendered a considerable amount of interest.
[ think it might be interesting to the committee if Dr. Hollomon
would give some description of those meetings and what responses
have been obtained.

Mr. Macponanp. I am sure the committee would be glad to hear
them. .

Dr. Houromon. Thank you, Mr. Chairman. My name is J.
Herbert Hollomon. 1 am Assistant Secretary of Commerce.

We have had a number of meetings with representatives of each of
the States who are responsible for economic development activities in
the States, with business groups, and with professional groups of
various kinds. We wrote, on a number of oceasions, to the Governor
of each State asking for his comments upon the bill and how it might
be administered.

Our present guess is that approximately 30 to 35 States would be
in a position to begin some activity under the bill within the first year.
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This would be modest in some States and more dramatic in others.
There are six or seven States in which fairly active programs of this
type are now underway. They have the manpower; they haye people
who have been doing some planning. There are a number of States
that have introduced proposed legislation into their own legislative
bodies, in anticipation of this bill, giving authority to the Governor
or to a certain State agency to provide for the matching funds.

Mr. Macponanp, If 1 could ask at that point, how many States
have done this, do you know?

Dr. HoLromox. I know of at least two that have done that. So,
to answer your question directly, I would think that something of the
order of 30 States could participate within the first year, but not to
their maximum capabilities. The bill ealls for a nonmatehing pay-
ment of $25,000 a year to each State for a 3-year period to provide the
State with funds to start planning its program.

Mr. Macvonanp. Maybe I didn’t follow the testimony closely
enough, although it is a fine statement and I tried to follow it as
closely as possible, but what would be the relationship between the
universities in the various States and the State governments them-
selves?

Dr. HorromoN. The present plan calls for the institutions that
would actually carry out the plan to be generally eolleges and univer-
sities which offer, as a minimum, a qualified engineering degree or
qualified degree in business administration. The purpose of the
State agency is to bring together the institutions in the State, which
I have just mentioned, and decide what each one wishes to do in
terms of the industry of the local area of their institution.

It is the intention of the bill that the technieal services provided
under the bill would be earried out principally by the State's technical
universities and colleges. The purpose of the State institution is to
bring together the plan for the whole State.

Mr. Macponarp. Well, for a concrete example, I don’t mean to
sound parochial, but in Massachusetts, with which I am familiar, we
have Harvard, Northeastern, Massachusetts Institute of Technology,
and perhaps others—

Dr. Hounomon. University of Massachusetts.

Mr, MacpoxaLp (continuing). And I take it that the State's func-
tion would be to sit down with representatives of each one of the insti-
tutions that I have mentioned, perhaps others, and ask them what
sort of plan they have or ask them for a consensus of what a plan
should be. Is that it?

Dr. Horromon. The Governor——

Mr. Macpoxanp. Or each university and——

Dr. Honromon. The Governor of the State would designate one
institution in the State to be responsible for making the plan. That
institution would have submitted to it the specific programs for all
of the various institutions that you just mentioned.

The purpose of having only one agency do the planning is to assure
that if MIT wishes to do :-'.ntn('l.lliﬂ&: in & certain area of the ?\'l-:Lf-L’_. it
isn’t identical to what the University of Massachusetts would do, or
is not identical to what some other institution in the State would do.

The second purpose of having the designated institution is to find
out what the pz-uhll-;sms of the State are.
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Mr. Macponarp. Wouldn't that cause friction perhaps between
the various institutions? As a concrete example, at the Boston City
Hospital—once again I hope I am not snun(liug parochial, but one
illustration will go to the general thought I have in mind—at the
Boston City Hospital, Harvard, Boston University, and Tufts Medical
School all use that hospital for training their students and they are
in the midst right now of a headline type of hassle as to who should
run the hospital. And I was wondering if just designating one insti-
tution out of, say, five, wouldn’t lead to some controversy?

Dr. HoLromon. This was recognized in the various correspondence
we have had and in our discussions with many people. The bill,
therefore. says that the State may designate as the planning agency
either a land-grant college, a State university, or a State agency,
either one or the other, for making the central plan for the State.

Mr. Macponanp. In that case that would take away the nationally
recognized leader—Massachusetts Institute of Technology—and give
it to the University of Massachusetts which is the only land-grant
college.

Dr. Horromoxn. No, sir. I went to MIT. T will be parochial,
too, if I may. It is a land-grant college, too. MIT strangely enough
is a land-grant college in the State of Massachusetts.

Mr. Macponanp. You learn something every day.

Dr. HoLtomon. I did, too. I didn’t know it until after T had
been graduated for 20 years.

Mr. Macponarp. Now, to take it down to just two institutions,
however—

Dr. HoLromon, For the designated agency, that is correct, sir.

Secretary Conxor. But, Mr. Chairman, in a particular State where
the Governor has the kind of problem you indicated, if he so desires
and if there is a State agency such as an agency for economic develop-
ment or an cutstanding organization that has emphasized technical
activities, he could designate one or the other of thoss. So the
Governor will have a great deal of flexibility. But in the instance
where he departs from the land-grant college or the State university,
then there has to be some kind of an objective justification for doing so.

Mr. MacponaLp. The matching funds from the Federal Govern-
ment go only to the designated institution, is that right?

Dr. Horromon. Matehing funds go, through the designated insti-
tution, to whichever qualified institutions earry out the programs.

Mr. Macponaup. All participating institutions.

Dr. Horrnomon. Yes, sir.

Mr. MacponaLp. Mr. Springer?

Mr. SpringER. Mr. Secretary, you may have answered this, but
I want to be sure. How much do you estimate the program to cost
for each 1 of the first 3 vears.

Secretary Connxor. The first year’s estimated cost, Congressman
Springer, is $9 million and for the 5-year period that we are talking
about here, the estimated cost would be $140 million, assuming
participation by the States in accordance with some assumptions we
have had to make. That is the maximum cost, sir.

Mr. SerinGeERr. In the neighborhood of about $28 million a year
average for a 5-year period; that is correct?

Secretary Convor. It is hard to give an average because this will
be an accelerating program. But we estimate that the maximum
cost once it gets underway is $40 million a year.
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Mr. Springer. Right now do you expeect this to be a continuing
program?

Secretary Conxor. We would hope so, sir; but we recognize that
Congress will want to take a look at it from time to time. Our
suggestion is that the authorization in this bill be subject to review
by Congress at the end of a 6-year period so that the 5-year plan that
is contemplated in the bill for each State could get underway. We
also suggest that there be a review by the kind of national advisory
committee that is contemplated in the bill and that its findings be
available to the Congress to determine whether or not the whole
program should be continued.

Mr. SeriNGER. Mr. Secretary, what would the program cost for
the first 3 years?

Secretary Connor. Our estimate is $9 million the first year, it
it accelerates into the order of magnitude of $15 to $20 million, as I
remember it, the second year, and then in the order of $20 to $25
million in the third year.

Mr, SerinGER. $9 million approximately the first year, $20 million
the second year, and approximately $25 million the third year?

Secretary Conyor. $25 to $30 million.

Mr. SprINGER. Then $9 million the first year, $20 million the
second year, and $30 million the third year, is that about right?

Secretary Connor. I would like Dr. Hollomon to give a few

Mr. SprINGER. Let’s have him. This is his brainchild. He has
talked to me about it.

Dr. HoLromon. Not entirely my brainchild, sir. The numbers the
Secretary has given you presume that all the States would participate
in the program to the full amount. We made estimates on the basis
of each State participating in the program fully, so these would be
maximum amounts. The approximate amounts which the Secretary
has given you, are $8 or $9 million the first year, $20 million the second
year, $30 million the third year, going up to the full authorized pro-
gram at the end of the fourth- and fifth-year period.

Mr. Springer. All right. Mr. Hollomon, since you are talking
on this, I think you are the expert. How many centers do you
anticipate in each State?

Dr. HorLLomon. Mr. Springer, there are approximately 200 institu-
tions in the United States that give bachelors degrees in engineering
that are accredited at the present time and an additional 25 or so
that don’t give engineering degrees but give the bachelors degree in
business administration. So, not counting the few institutions,
the qualified nonprofit institutions and State agencies that might be
included in the bill, the total that could possibly participate are of
the order of 200. It would be my guess that even with the full
implementation of the bill, no more than half of those would actually
be involved.

Mr. SprinGER. You are thinking in terms of approximately a
hundred institutions?

Dr. HoLromox. Yes, sir; of that order.

Mr. SerinGgeR. All right. Now, how many State agencies—I
understand they also qualify, is that correet?

Dr. HorLromox. The qualified institutions are institutions that
either give a degree in business administration or in engineering, or
nonprofit institutions with certain qualifications. The State agencies
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in this case are the agencies that could make the plan for the State but
would not necessarily participate.

Mr. SprinGeEr. Would they share in the funds?

Dl‘.lI[OLLOMUN. Not if they do not meet the eriteria which I just
stated.

Mr. SpringeEr. But they are eligible for funds, State agencies,
if they qualify?

Dr. HoLrLomox. Yes, sir.

Mr. SerinGER. And it is possible that they could qualify and not
a public institution, is that correct?

Dr. HorrLomox., Would vou clarify the question?

Mr. SpriNGER. It is possible that the State agency would act
instead of an institution in some States; is that correct?

Dr. HorLromoxn. To do the planning, yes sir.

Mr. Serringer. To do the pﬁmming only?

Dr. HorLuoymon. Yes, sir.  Only to do the planning.

Mr. SprinGer. But as far as the actual gathering of the research
and being the center for it, that would be in the nature of a State
university.

Dr. HoLromon. Not necessarily a State university—any institu-
tion that gives a degree in engineering, business administration, or
certain notprofit research and development institutions.

Mr. SerinGER. The center then would be a university?

Dr. HorLromox. You can almost say that unqualifiedly.

Mr. Springer. Now, you anticipate that there would be approxi-
mately 100?

Dr. Horromon. Yes, sir.

Mr. SeriNgER. Would there be any State that you know of at this
moment which could not qualify?

Dr. HovrLomoxn. No, sir.

Mr. SeringeR. Is it your belief that everyone of the 50 States
could qualify?

Dr. Honromon. Yes, sir; if they did the necessary planning and
took some initiative.

Mr. SerinGER. Is it your thought, Mr. Hollomon, this would be a
permanent agency of the Department of Commerce?

Dr. HoLromoN. Mr. Springer, we have tried to, as the Secretary
indicated, place in the llJill the requirement that the program be
reviewed at the end of a 5-year period to see how and under what
conditions it is successful. 1t is my personal feeling that, in time, the
initiative for a program of this kind should inereasmgly fall upon the
States and industry. My own view is that we ought to take a look
at the problem at the end of the 5-year period. Some States will
have difficulty getting started with a full 5-year plan by the very
nature of things. I think it depends very much on the degree to
which the individual States and universities take the initiative and
make plans.

Mr. SerinGER. Now, is it your thought to gather industrial and
technological research for industries and business? Am I stating this
correctly?

Dr. Horromox. To gather the information that is available about
it, but not the research itself. That is correct.

Mr. Seringer, Would you keep a category index of research?
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Dr. Horromon. We would not do that but I think that is one of
the important things that might develop in a State plan—to know
exactly what research is going on in the field that they select and
provide that information to industry.

Mr. SeringeEr. Now, is this agency—we will say that it is X
University in Towa—will they gather research and data only within
the State of lowa?

Dr. HoLuomox. No, sir. Pertinent information from the whole
country would be gathered.

Mr. SepringER. They will gather research

Dr. Horromon. Information.

Mr. SeriNGgER. Information?

Dr. HoLromon. Right.

Mr. SprinGER. Wherever it may be that they think is useful in
Towa.

Dr. Horromon. That is correct, sir.

Mr. SprinGeER. Now, is there any central location, either in
existence now or you plan to put in existence, which will be a central
agency for all of this information?

Dr. Horromon. Yes, sie.  The bill ealls for the establishment of a
referral center in the Department of Commeree so that the information
collected by Towa, to follow your example, concerning a particular
industry, ean be put together and made available to Massachusetts
or Maine so that there is no duplication of the information that is
collected in the States. Other States and other universities could,
of course, call upon that central referral center, I believe this is one
of the most important aspects of the bill. It will provide for such a
central referral center.

Mr. SpriNGER. Is there at the present time any either private or
public agency trying to put this together in one eentral agency.

Dr. Horromon. No, sir.  Not to my knowledge.

Mr. SPrINGER. You are sure of this?

Dr. Honrnomon, Not to my knowledge. I am as sure as I can be.

Mr, Springer. May I say as an example, why I am bringing this
to vour attention, the Subcommittee on Health and Science which is
a tremendous field in research

Dr. Horromox. Yes, sir.

Mr. SerivGER (continuing). Last week opened this up. We found
out that—well, I believe it was the Bureau of Medicine, and I think
this is in NTH

Dr. HoLromoxn. Yes, sir.

Mr. SpriNGeER. They have now started a computer system and it
was my understanding that this computer system now computes all
of the articles on research in medicine, in any way, each month and
that apparently—and this is only by title—this is not the article nor
the substance of this—just the title and maybe three or four lines
telling about it—that this computer system is the only way they can
do it and that at the end of each month this compiles, I forget how
many volumes per month. Now, is this what you have in mind?

Dr. HorLomon. No, sir. The primary problem is to determine
what the needs of the local industry are and to provide information,
not necessarily coming from research but coming from technical
activities of any sort, to make the industries of the region knowledge-
able about the resources that are available. Let’s take a similar
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example, although not in the medical field. TIn the Department of
Commerce there is a thing called the Clearinghouse for Federal
Scientific and Technical Information that puts out computer tape
reports and abstraets for all of the reports that come out of the Federal
Government’s large research and development program, other than
medicine.

This information is not generally readily available to small indus-
tries or large industries, throughout the whole of the country. One
of the things that this program would do would be to make that
information available to the universities and they would, in turn,
provide it in a useful form to local industry. That is one of the
purposes of the bill.

But that is only information developed in the federally supported
research and development programs,

Mr. SerinGER., Now, \.\-'illl this program in its category do that which
is in writing or will there be a field group to visit the factories and
industries to find out what they are doing?

Dr. HoLromon. There could be a field group. Each State would
do what it feels is most effective. This is not going to be mandated
by the department or by the Federal Government. In the case of the
small program that is underway in Georgia, they have a field group
which goes out and provides talks, seminars and information to the
industry in the State of Georgia. In the State of Iowa, which has a
srogram under way, they have a central information service of the
cind you deseribed—not to collect all the information but only the
information they believe is most pertinent to Iowa industry.

So there are two different examples of programs.

Mr. SprINGER. So this would be two examples of what would be
done.

Dr. HoLLomon. That is what might be done if the State felt it was
important.

Mr. SerinGeER, Now, would it be in order for an industry to come
to the central agency, whatever it may be, in the State of [owa, and
to seek information about their own particular industry? Is that
right?

Dr. HorLomon. Yes, sir.

Mr. SpriINGER. Is there anything in the nature of this program
which goes out and advise scommunities on how they may get in-
dustries, or anyvthing like that?

Dr. HorLromon. Only in the sense that the program calls for doing
technical and economie studies, if these are believed to be important
to the State. This may be valuable to bringing new industry. If a
State has particular opportunities for new products and services or
particular resources, then this program \\‘()H\Il permit the dissemina-
tion of that technical information to potential new industries.

Secretary Connor. Excuse me. Just following that up, Congress-
man Springer, I think the actual promotion of the State to industry
elsewhere i order to attract that industry to the State would have
to be done through the State resources other than those provided in
the bill. This bill would have nothing to do with the promotion of the
State.

Mr. SerinceEr. Do you seek to advise a local community of what
will fit their own——

Dr. Horromoxn. Only from a technical point of view. For example,
what sort of technical opportunities there are in the State?
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Mr. SerincgeEr. We will say Des Moines, some small town near
Des Moines, asks for a survey by this agency. Do you go out and
make a field survey, at Lawrenceville, Kans., we will say, to determine
what would fit that community? Is that a part of this program?

Dr. Horromox. I think this program could carry out special
technical studies of that sort; yes sir.

Secretary Conxyor. But it would have to be a part of the State
plan. It wouldn’t be ordained from Washington.

Mr. SerINGER. Does the State as a part of this aid the overall plan?

Dr. HoLLomon. Yes, sir.

Mr. SerinGer. Could you give me an example of what that overall
plan may be?

Dr. HoLromon. The overall plan would consist first, as indicated
in the bill, of some analysis of the kind of industries in the State and
the kind of technical problems that the State has. It would indicate
how each of the qualified institutions of the State would participate,
what kind of programs each university would have, and how it would
insure that they don’t overlap; that is, three institutions doing the
identical thing within the State. It would indicate that the State
has sought either State funds or industrial funds as its matching
gart of the program, that is has set up an advisory committee for the

tate program with industrial as well as university representatives
and it would indicate how they are Lgiﬂing to measure the success of
the program. That is the kind of State planning in general terms
that would be submitted.

Mr. Sprivcer. They don’t set up a plan to determine that southern
Towa would fit this and middle Towa would fit this and northern Iowa
would fit that.

Dr. Horromon. No: I would not think so in that detail.

Mr. Seringer. That is all, Mr. Chairman.

Mr. Macponarp. Mr. Harris.

Mr. Hagris. I will defer to the other members of the committee
at this time, Mr. Chairman.

Mr. Macponawp. Mr, Huot?

Mr. Huor. Nothing at this time.

Mr. MacpoNaLp. Mr. Farnsley.

Mr. FarnsLey. Doctor, I went to the University of Louisville which

ot its land grant from the Commonwealth of Kentucky in 1798.
% think we had better stick together or the Federal land grant schools
will take over. They are coming fast.

I think your program is wonderful. Unlike most things the
Federal Government does, instead of doing harm I think it will do
good. I think the people will think you are spending money. In this
case it isn’t spending money but investing money because this money
will come bouneing back many times over in increasing tax revenues.
I can’t see anything wrong with it.

There is another way to spend money to make money. This com-
mittee set up an international trevel bureau, the U.S. Travel Bureau.
From my information from my experts back home, overseas govern-
ments and airlines and steamship lines spend four times as much to
lure our people to their countries as we spend to lure them to our
country and to nobody’s surprise, they get four times as many tourists
who spend four times as much money and that knocks the whole
thing out of balance.
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Ten percent of the money overseas visitors spend goes directly to
the Federal Government for taxes, so that if we plow back half of
what they spent last vear we would be spending maybe $15 or $20
million bringing them in whereas we are now spending 3 or 2.

And in 2 or 3 years the balance of payments would be balanced.

Have you had a chance to look into this question or is this under
your purview, Mr. Secretary?

Secretary Coxxor. Yes, Congressman Farnsley. The U.S. Travel
Service is within the Department of Commerce. We did ask for an
increased appropriation this year but it was turned down. T would
hope that next year at appropriations time we will have such a strong
case that we will be able to zet the support for a larger appropriation
from the appropriate subcommittee of the Appropriations Committee.

The travel program in my opinion is extremely important. The
U.S. Travel Service has authorization for programs designed to bring
foreign visitors to this country. I think this is extremely important
now because of our balance-of-payments deficit. This could help
considerably in that. It would also help because of the income
senerating activities that would be stimulated by these foreign
visitors. So we are emphasizing it.

We plan to give it even more emphasis in the future.

Mr. Farnstey. Thank you, Mr. Secretary. Good luck.

Secretary Conyor. Thank you.

Mr. Far~siLey. It is important.

That is all.

Mr. MacpoxaLnp, Mr. Springer?

Mr. SprinGER. Mr. Secretary, will the effect of this program be to
consolidate the efforts of other agencies of the Federal Government
in this field?

Secretary Coxzor. Congressman Springer, at the moment no other
agency of Government is performing this kind of a function. We
think that by moving now, this program will make it unnecessary for
other programs to get into the field and it will stimulate within each
State the centralization of this kind of planning and program making.
I don’t think we could say that it will eliminate anything that is now
going on, but looking down the road 20 or 30 years, 1t will be an
economical and efficient way of doing this.

Mr. SerinGER. Now, according to my information, NASA is spend-
ing about $5 million a year, this year, to get its information out to
industry. AEC has some money also, as does the Department of
Defense. Health, Education, and Welfare 1 know; and Agriculture
rather a considerable amount.

Secretary Connor. That is right. Those programs are designed
to encourage the use of the information, particularly technical infor-
mation, that comes from those programs. They are promoting the
use of that kind of information to get a side benefit from the conduct
of the work itself.

Mr, Serivger. Well, now, do you visualize that your agency is
going to combine any of this?

Secretary Coxxor. We will make use, Mr. Springer, of the infor-
mation that is available from those programs but the emphasis in our
program is at the other end of the spectrum.




30 STATE TECHNICAL SERVICES ACT OF 1965

Our program contemplates that within each State, the people
responsible in that State will look at the needs of the State uml draw
up a plan which can be submitted and approved. Then as that plan
goes forward for implementation, the technieal information that comes
out of the NASA program and the others you have mentioned ean be
funneled into that State to the extent that it fits in with their program
and the information is needed. But the information used in that
State will not be limited, by any means, to what emerges from those
specific Government programs.

Mr. Seringer. Do you visualize that the information that these
five agencies that I have named—that you are going to pick up that
information in your central agency here in Washington; is that right?

Secretary ConyNor. Yes; very definitely. That information will
be available, but it may have no relationship whatsoever to the needs
of a particular State. That State may need technical information
from completely different fields in which none of those five agencies
play any role.

Mzr. SpriNGER. Thank vou, Mr. Chairman.

Mr. Macpoxarp, Mr. Harris,

Mr. Harris. Mr. Secretary, I want to thank you for your presenta-
tion here today, and for your very frank and candid discussion ef the
problem. 1 am somewhat sympathetic to this. 1 think you have a
program that could contribute a great deal to technological develop-
ments. We have long since come to the point where in all parts of
our Nation this information has to be made available. We must
strive for a balanced economy in our expanding economy, expanding
Nation, expanding population, and expanding methods of transporta-
tion and communieation. As to the latter, other phases of our
development in this country have not kept pace with communications
and transportation. If T have any eriticism, which I must say in all
frankness, to your proposal here, it is the lack of a positive approach.
It seems to me the program that you have presented here is so general,
as was indicated by the chairman of the subcommittee at the outset,
that I am fearful as it goes on this could take off in an entirely different
direction from what you have outlined. Here as I look into it, I
think you have a program that is not duplicated in any way regardless
of the innumerable and vast research programs that we have. Is
there any other program in any field where there is a required eoopera-
tive program of States?

Secretary Conxor. No, Mr. Chairman. This is a new approach.
By looking to the State for a study of its industry deficiences and the
opportunities within that State, we are taking a completely different
tack from what has been done before.

Mr. Harris. Well, it has appeal to me because of its broad appli-
cation. One of the criticisms I have of NASA as an example, or
AEC, you can take any of these scientific programs we have, they
seem to just fit into eertain sections of the country, and we have ex-
perienced in the past during the days of our military program, mean-
ing our defense program and so forth, there were general applications
of this development all over the country. You saw it in Illinois, you
saw it in Massachusetts, in New York, in California, some in Arkansas,
in Missouri, all other the country. It was sort of a thing that reached
out to meet the national needs.
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Now we have these programs of large, vast, and important research
programs, that seem to fit Florida or Houston or California, and we are
seeing all of the development pulling our population into these particu-
lar areas. In my judgment it is going to cause difficulty one of these
days. It is going to make it necessary to meet the problems that are
going to those particular sections.

Now, obviously they are getting the benefit out of it. There is a
little trickle here and yonder. There is a little AEC project I think
with various private companies in northwest Arkansas in cooperation
with the University of Arkansas, but it isn’t anything like a program
to provide the immediate benefits that are being derived by the im-
mense resources of this Nation out of each other. So that from that
standpoint this certainly does appeal to me. I observed in section 5
you provide that the Secretary shall not accept a 5-vear plan—I want
to ask you something about that in a minute, Mr. Springer has but I
want to develop it a little further—for review and approval under this
act unless the Governor of the State or his designee determines and
certifies that the plan is consistent with the State policies and
objectives.

Now, it seems to me that puts the responsibilities right back down
in the State and if a given State says we do not want to keep up with
the rest of the country, that is our decision. But if we want to in
our competetive system try to maintain a balance and keep up, and
we have a far-looking Governor who wants to do semething for his
State, he has an opportunity in cooperation with the institutions of
the State, it seems to me there are great possibilities that could come
from this.

But I do have some problem with your approach here where you
say an institution may be designated to do this planning, or an
agency as the case may be.

It would seem to me if it is really going to be the kind of a program
that you set out here, if it is provided that this planning program
would be through a State agency and not an agency or an institution,
as the case may be, then one or all the institutions who desire in
that State could, with the cooperation of the agency set up or desig-
nated by the Governor to plan this program, give a better balanced
program and we would avoid the things that Mr. Macdonald men-
tioned a while ago.

[ mentioned that for your consideration because I feel that you
could in this way have something positive that the State will work
toward. They will set up a program for the planning. We did that
in the hospitalization program. It worked very well. We did it
in the mental health and retardation program which is coming along
now very well. There is a definite responsibility and they don’t
have the bickering back and forth of this or that institution trying
to get the advantage within the State, by arguing “let everything
be channeled through me.”

Then if the agency with the cooperation of one or more institutions
develops its plan, which you provide here, and submits it to you
for your consideration, that plan will say that the University of
Arkansas is in a position to do so and so or MIT is in a position to
do so and so and the University of Illinois, Northwestern University,
whatever the case might be, then you would have it before you and
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here this State will say through this planned program we are in a
position to cooperate in trying to carry it out, and it seems to me that
with that kind of approach you might have a more positive approach
to a final solution to the problem.

Secretary Coxyor. Well, Chairman Harris, as you know, the facts
vary widely from one State to another. There 1s enough flexibility
in the language of the bill so that the Governor of the State, looking
at the factual situation in his State, could make that designation if
he has an appropriate State economic development agency or some
similar agency. On the other hand, if he has a concentration of people
in a State university or a land-grant college, who are particularly
interested in this kind of economic development, then he could desig-
nate such an institution. So there is considerable latitude in the
statute.

Now, perhaps as you say we should give it—

Mr. Harris. This latitude at this particular stage and the flex-
ibility that you are talking about.

Now, Mr. Springer mentioned a moment ago our health program.
Without any implications or even indicating that I give any thought
to it at all, we set up an advisory committee and so far as the appllca-
tions of these research programs that I have had come to my attention,
time after time it is a rather unusual thing that members of the ad-
visory committees seem to always come out and have express grants
made to the universities that they represent.

Now, human nature works the same in every place and 1 think
that we have got men of honesty and integrity on these advisory
committees but we left the loophole there for these applications to be
made and for the implications to arise. 1 just don’t believe that
we can get great results unless we do try to put this into focus.
We would like to have nothing but the highest integrity and the
confidence of everybody going into it, and it seems to me that that
would be the way to doit. You have your agency now, the Governor.
The Governor can use whatever he wants to, whatever agencies, He
may have one—in my State they had the department of welfare in
this other program. [t might be the commissioner of education in a
State. I don’t know. It might be the AIDC in the State. It
might be some other agency. Let the Governor have that responsi-
bility. And with the educational institutions or the other programs
in the State, industry and all cooperating, they can develop a plan
in my judgment, On the other hand, it seems to me the human,
reaction is going to be, as Mr. Macdonald mentioned a moment ago
if MIT gets it Boston College is not going to be looking at MIT
through rose-colored glasses. They are going to get the clearest
vision they can to see what is going on. And I just question in my
own mind—I hope you don’t mind—what you are going to run into.

Secretary Consor. Chairman Harris, this is an extremely impor-
tant point. I think you have put your finger on what could be a
difficulty. Within some States there is great rivalry between or
among the educational institutions and in a particular situation the
Governor, if he has a State agency available, might well prefer to
designate State agency in order to avoid the kind of

Mr. Macpoxanp. If he doesn’t have, let him set up one.

Secretary Coxxor. Yes, sir. He can. But this deserves some
more thought. So let’s think about it further, if you don’t mind.
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Mr. Harris. Yes, sir. I just believe that this thing ought to be
put in focus a little bit more clearly than is proposed as I have gone
through the bill, and I tried to analyze some of the provisions.

Now, vou mentioned earlier that the institutions for higher learning
would be qualified if they offered degrees in engineering or business
administration. Further down in the same paragraph, bottom of
page 3, you mentioned nationally recognized accrediting agencies or
associations determined by the Secretary, to be reliable authority as
to the quality of engineering or business education or training offered.

Now, who do you intend to include in that group?

Dr. Horromon. Mr. Chairman, there is, in the case of engineering
with which I am more familiar, an organization called the Engineer’s
Council for Professional Development which accredits the curriculum,
the faculty, and the degree of competence of engineering schools in the
country. It determines that their resources, their facilities, their
curriculum meet certain minimum standards. There is a similar one,
and 1 am not as familiar with it, for business administration. The
bill says that the U.S. Commissioner of Education would determine
whether qualified acerediting agencies existed. If there were none,
he would make a list of qualified institutions. But there are officially
designated acerediting institutions that—

Mr. Harris. This means that these agencies referred to would be
for acereditation only.

Dr. Horromox. That is correct.

Mr. Harris. And it would not mean that they would be considered
as an institution and would be a part of this program.

Dr. Horromox. They would be qualified to participate in the pro-
oram that sets the minimum qualifications, Mr. Chairman.

Mr. Harris. Well, now, that bothers me a little.

Dr. Horromox. Perhaps I misunderstood.

Mr. Harrig. If they are set up for the purpose of accreditation of
institutions I don’t see why they should be possible participants in
the program.

Dr. Horrosox, I think there was a misunderstanding.

Secretary Coxxor. The national accreditation organizations would
not be participants in the program.

Dr. HoLromox. I misunderstood you. Secretary Connor is correct.

Mr, Hagris. This means, then, that would be utilized by the
Commissioner of Eduecation or the Secretary as the case might be.
The Commissioner of Eduecation, in its publishing of the list, would
use these institutions, acereditation agencies for the purpose of deter-
minging who was accredited.

Dr. HoLnosmox. That is correct. I misunderstood your question.

Mr. Harris. Yes. I wanted to be sure of that.

Secretary Coxxor. Chairman Harris, as the program in each State
voes along, the conduct of technical service programs involving say,
three or four institutions might lead to some overlapping if they were
not eoordinated. For instance, the central agency could say to
University Y, “Well, now, you keep going ahead in this field but
because university X over here has already gone so far, you should
veer off to the right or left or you don’t have to go forward.” In
other words, some kind of central coordination will be needed to avoid
inefficiencies.
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Mr. Harris. Well, after the plans have been developed and sub-
mitted, the program suggested, and so forth, and you approve it,
now, would an application come from the institution through the
designated agency?

Secretary Connor. In the particular State, yes, it would,

Mr. Harris. Yes. Or if it is an institution designated it would
have to go through that institution?

Secretary Connor. That is right, sir.

Mr. Harris. And if the University of Arkansas decided it wanted
to carry on a certain particular research program in technology,
this would be made available to all business, not only within that
State, as I understand, but all over the United States.

Secretary Connor. Well, the purpose of the plan in Arkansas
would be to help business in Arkansas but once the information was
pulled together and made available, say, by the University of Arkansas,
to business in Arkansas, that very information would get recorded at
the Federal level so that

Mr. Harris. And if the University of Illinois wanted it, it could
have it.

Secretary Coxxor. That is right.

Mr. Harris. Now, that particular application, then, would have to
come through the State agency or an institution.

Secretary Coxnor. That is right, sir, as part of the plan.

Mr. Harris. And it would come to you.

Secretary Coxnor. From the Governor of the State, that is right.

Mr. Harris. And it would have to ecarry a proviso giving assurances
that the State or some other source would provide one-half of the total
amount of the application.

Secretary Connor. That is right, at least one-half. And that
one-half or more from the State could either come from State funds or
from contributions from businesses, industries, and even nonprofit
organizations within that State.

Mr. Seringer. Would the chairman yield at that point for
clarification?

Mr. Harris. Yes.

Mr. SerinGer. Did you say that one-half share would coma from
the institution itsalf?

Secretary Coxnor. The State’s 50 percent or more share could
come from State funds or from contributions from private industry
within the State or from the funds of nonprofit organizations such as
the Ford Foundation, and so forth.

Mr. Seringer. But the institution itself could not contribute its
own 50 percent.

Secretary Conxor. It wouldn’t be expected to but I don't recall
whethar there is any authority for it.

Mr. SeringeEr. Thank you, Mr. Chairman.

Mr. Macpoxarp. Will the chairman yield?

Mr. Harris. Let me finish this. I don’t see any language here
that prohibits it.

Secretary Coxnor. I think you are right, Mr. Chairman. It is
not prohibited and if in a particular case the State’s share were not
available from the other sources, I wouldn’t see any prohibition
against a particular university making the contribution.
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Mr. Harris. Apparently it would seem to me if the State wanted
to provide its 50 percent or more for a particular program through the
university channels, there would be no objection to that or there
would be no prohibition to it.

Secretary ConnNor. No, sir. There is no prohibition. The bill just
says that the State’s contribution would be available from State or
non-Federal sources. The wording is broad enough to include the
kind of contribution you are talking about.

Mr. Macponarp, On that, I would just like to comment, univer-
sities are pretty good in raising money but they don’t seem as good in
spending money. So I don’t think it would be much of a problem.
But what I wanted to ask you in connection with what the chairman
of the full committee was discussing with you is this: I can understand
the relationship between the State, State agency or institution and
the Federal Government, but I don’t understand, and I don’t think
anybody has given testimony pertaining to the relationship between
the Federal Government and a given region. You keep talking in the
bill of region-Federal participation. Could you explain that for the
committee, or for me at least?

Secretary CoxNor. Yes, Mr. Chairman. Let’s take the Mountain
States as a possible regional grouping. It is quite conceivable that
several of the Mountain States might get together and prepare a
plan which could qualify for the matching grant under the bill.

Mr. Macpoxanp. Would there be just one agency for the region?

Secretary Coxnnor. Probably.

Mr. MacpoxaLp. Who would appoint that agency? If there were
several States in a region; take Appalachia for instance.

Secretary Coxnor. The authority in the bill for these appointments
rests with the appropriate authority in each State which could be the
Governcr. So the Governors by agreement could get together and
decide who would be the representative of the region if there is a
regional plan.

Mr. Macponanp. And how does the bill, if it does, and if it does
not—I haven’t seen it—how would the Department define region?

Secretary Coxnor. There is no geographical definition. It is
really left to the discretion of the States themselves by the provision
that two or more States can get together for a regional plan.

Mr. Macpoxanp. Well, T don’t want to carry this too far, but
theoretically, all 50 States could say they were a region, a region of the
United States. I don’t quite understand what value the breakdown
for region brings to this bill.

Secretary Cox~zor. Dr. Hollomon has had some discussions which
[ think will be helpful here.

Dr. HoLLomoxn. The purpose of the regional activity is the follow-
ing: Any two or more States, if they decide that they could earry out
this plan, or any part thereof, best by joining together, could make an
agreement to join together to make a plan for the two or more States.

Let me give you a specific example. 1 think it is easier to deal with
specifics in this case. There is consideration being given in New
England, for example, that instead of having a separate referral center
for industrial information in each State in New England, at different
institutions in each State, the States would get together and have one
central place where this information was readily awvailable. With
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the close distances in New England, that might be very effective.
The State Governors could agree that one institution in the several
States would provide this central function.

They don’t need to combine all of their State’s plans. They just
combine that eentral function and if they do so, this bill would en-
courage them by permitting the Secretary to give them 10 percent
additional for that purpose. This is economy.

Mr. Macponarp. If I follow you, then, the region would be merely
used as a clearinghouse.

Dr. HorLromox. If that is desirable. Right. In other words, if
two States that had essentially identical problems agreed that they
wouldn’t duplicate themselves and they agreed to do something
together, we would encourage this in order to try to prevent duplica-
tion in the States. But this doesn’t mean that you would have
every State getting together on their whole program.

Mr. Macponarp, Well, to go forward with your illustration, in
New England, do you look to just one institution being designated,
say MIT being designated

Dr. HoLromox. No, no. Not at all.  Only for——

Mr. Macpoxawp., Could I finish my question?

Dr. HoLromox. I am sorry.

Mr. Macpoxanp. Or would there be in each one of the States an
institution and then regionally they would correlate the information?

Dr. HorLromon. That is correct.

Mr. Macpoxanp. Is that the funetion of the region?

Dr. HoLromox. Yes; that is one funetion of the region.

Mr. Macponarp. And each time the region appears here in the
bill it does so in that frame of reference?

Dr. HorLroymoxn. Yes, sir.

Mr, Macponanp. As a clearinghouse, not as a representative to
eather the information

Dr. HorLovox. Right.

Mr. Macponarp (continuing). For each State. Am I correct.

Dr. HoLrosmon. That is correet, depending on the agreement. This
would be purely voluntary on the part of the State Governors.

Mr. Harris. Now, just two other points that I would like to men-
tion: No. 1 has to do with the planning program. As I understand,
this would authorize you, Mr. Secretary, with the proper application
before vou, to approve $25,000 a year for not to exceed 3 years to each
designated institution to assist in the preparation of a program.
Does that mean that each institution that would like to participate in
this would be permitted to develop plans by that institution?

Secretary Coxxor. No, sir. It does mean that for each of the 50
States, the Governor could designate one institution or State agency
and that agency or institution would then make application to the
Secretary of Commerce for $25,000 per yvear, not exceeding 3 years on
a nonmatching basis, to provide the initial plan.

Mr. Harris. T would like to call your attention that in this particu-
lar provision you do not mention “and/or agency.” You said “desig-
nated institution.”

Secretary Coxxor. I use the expression as it is defined in the bill
in section 2(b).

“Pesignated institution’” means the institution or ageney in each participating

State which has been designated as administrator of the program * * *
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Mr. Hagrris. 1 see. In other words, each State could receive for
its purpose, without matching, $25,000 a year for a period not to ex-
ceed 3 years.

Secretary CoNxor. Yes, sir; that is correct.

Mr. Harris. And that is for planning purposes only.

Secretary Coxnor. Yes, sir; to get it started.

Mr. Harris. Now, it seems to me you have stressed 5-year plans
in here.

Secretary Coxyor. Yes,sir. The bill 1s drafted on the assumption
that 5 years would be a reasonable period for the initial preparation of
the plan, for the inclusion of the participating institutions, and then
carrying forward the plan. It provides time for a review by a dis-
interested advisory group to see whether the program is worth con-
tinuing in its then present form or whether changes should be made.

Mr. Hagris. Well, T just wondered if it would not be better to
have the program—it seems like this is sort of a trial and-error thing
anyway at the present time—I don’t think it could be considered
visionary as such, and I think it is a practical approach, but T am just
wondering whether it would not be better if we could provide a 3-year
program and get it underway and have an opport unity to see how these
institutions are going to react to it, how the States are going to co-
operate with it and develop the program prior to going into a program
that would, well, be, 1 suppose, definite and where they could evolve
into something that would turn out to be something other than the
purpose of this bill.

Secretary Coxyor. Well, Mr. Harris——

Mr. Hakrts. T would feel much better about it from my own
personal viewpoint if we could do that. We have on this committee
adopted, T might say to you, somewhat of a pattern on these programs
of 3 years and then review. We have done that on several. One
reason we did is because two or three programs got completely out
of hand. It was not intended that they be plummeted into the kind
of situation that we find today. So this committee decided that it
would be a lot better for the programs and for the country if we took
a look after 3 years to see how we are getting along.

Secretary Conxor. Chairman Harris

Mr. Harris. We adopted a program 2 years ago of the medical
assistance program, medieal and dental program. Now we are coming
back for an extension to that program. Now we have an opportunity
to see how is is getting along. I understand it is doing very W ell and
[ think there is going to be more enthusiasm generated for it. We are
going to start hearings on the extension of that program June 10 of
this year. Of course, it has another year to run but there is some
technicality about it that makes it necessary to have a review now.
We find a lot of reaction to it that is highly favorable, where if we had
let the thing go along by itself, the first thing you know, it would have
ootton way out of hand and I don’t believe we would have the strength
that we have in it now. I just wondered if we might not be better
off if we didn’t approach this this way.

Secretary Coxyor. Chairman Harris, I think in most situations this
point of view is completely sound. The problem here is that for its
administration, the program depends upon actions taken in all 50
States. With many State legislatures meeting only once every 2
vears, and with some States finding this a new concept, our estimate
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is that it will take a period of time for this program to get fully under-
way. Thus it differs considerably from a program that is administered
by a Federal Government agency. This 1s why we are recommending
this longer period of time.

Mr. SPRINGER. Mr. Chairman, would you yield?

Mr. Hagrgris. Yes, indeed.

Mr. SprinGER. Mr. Secretary, have you or Mr. Hollomon given
thought to how long you think it would be before the States did
implement this program?

Secretary Connor. All 50 States, if they are so inclined?

Mr. SpriNGER. Yes. I think this is rather important for the
committee to know that if you have an opinion.

Dr. HoLLomoN. It is our guess that it would take a yproximately
3 years. By the fourth year all of the States will have hac opportunity
to organize a full program.

Mr. SeringeER. How many do you think would implement it within
a year?

r. HoLLomoN. A guess, Mr. Springer. My guess is something of
the order of 10 to 15 within the first year. Perhaps more.

Mr. SprinGgER. Two more years to get in the remaining 35, so to
speak?

Dr. HoLLomox. Right. 1 think it is very desirable to have the
program subject to review. In this case in which the States have to
take some action and an agency or institution has to be appointed,
my own feeling is that a 5-year review might be more effective, but, of
course, this is something for the committee to consider.

Mr. SprinGER. Thank you, Mr. Chairman.

Mr. Harris. T just have a feeling that we might be better off and
develop a better program by working together and keeping everybody
informed as it develops and progresses.

Dr. HorLromon. I do, too, sir.

Mr. Harris. If it looks like in a couple of years from now it is
going much faster than you had ever anticipated, that then would
be the time to bring all forces in with the information about how it
is getting along. I would be interested in the comments of some of
these people representing the institutions and the States as we go
along with the hearings, but right now I just have a feeling that
we might be better off to approach it in this way. I would like you
to think about it any way.

Secretary Coxnor. Thank you very much. We shall do so.

Dr. HoLromon. Thank you, Mr, Chairman.

Mr. Harris. I think that is all at this time, Mr. Chairman.

Thank you very much, Mr. Secretary.

Secretary Conyor. Thank you.

Mr. SprINGER. Mr. Chairman, may I ask a question?

Mr. MacpoNaLp. Mr. Springer.

Mr. SPRINGER. Mr. Secretary, if there has been any eriticism of
this, as I talked to the members who have tired to become acquainted
with this bill, it is this overall feeling which T think the chairman has
expressed very well, that there are parts of this bill which seem to be
rather indefinite.

Now, when Mr. Hollomon briefed me on this in my office, thought
he did as good a job as he probably could just talking. A great
more has come out here today which it seems to me is more favorable
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to your eause than after T read the bill and after talking about Mr.
Hollomon. I suppose that always comes as a result of hearings.
But if there are any ways in which you think you could alter this bill
to nail it down tighter, I think it would be extremely helpful.

Now, I think one of the problems that the chairman hasn’t said
to you, but certainly which has occurred to me, is that if we go to
the floor with this bill, T ean imagine a million questions are going to
be asked on this bill; and to be frank with you, I don’t know whether
I could answer them all—that is, whether I can answer them all
credibly so that at least my people would feel that this was the bill
which justified itself. Now, if they could have heard the hearings
here, they might have come to a different conclusion but this is the
one problem as T read this bill which has bothered me more than
anything else and I merely pass that along to you. But I think you
felt a little bit of that here already today.

Secretary Connor. Yes. Congressman Springer, we are in this
dilemma. ~We can get much more specific in dictating the kind of
plans that a State would be limited to but we are fearful that if we
do that, it will become a program of Federal dictation and not,
therefore, responsive to the needs in the individual States. On the
other hand, if we go through the procedure we have described and
let a plan emerge from each of the 50 States, we recognize that these
plans are going to differ markedly one from the other. We are
unable at the moment to describe them except in general language
and this raises the problem that you have put your finger on.

Mr. Seringer. Correct. Now, may I commend you for keeping
this essentially in the hands of the States because I think it won’t be
of much help unless you do, but within those limitations, can you nail
it down any tighter?” I don’t know—you can’t say that today but this
is something for your staff to think about.

Secretary Coxyor. We will take another look at it because we
recognize this problem, sir. So thank you very much. We will
look at it.

Mr, Macponarp. In that vein, one of the things that I am sure
will be of interest to our colleagues in the full House as it is to us here
is your assertion that the bill represents in part a solution to longtime
unemployment, national pockets of poverty, and so forth. Having
read the bill and having had our discussions, I don’t see really how
this proposal would affect pockets of poverty or unemployment in
general in any meaningful way. Could you elaborate as to how the
Department feels it will go to the problem of unemployment?

Secretary Coxyor. Mr. Chairman, in quite a few parts of the
country, the latest technological advances have not been put to use.
As a result, using the illustration that Chairman Harris used recently,
the places where this technology are in fact being used are pulling
people from other States. .

We think that if, within a State that has not fully used new tech-
nology, there is a program which results in improvement of the
economic development potential of that State, the result will be the
formation and growth of more businesses which will keep the skilled
people at home in that State. This is our expectation.

Mr. Macponarp. But isn’t the other side of the coin utilized by
another department of the executive branch, which reports that
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technological improvements translated into the word “automation’
is causing unemployment?

Secretary Conxor. The extent of unemployment related to auto-
mation, of course, is a matter of considerabls debate and concern.
As we have pointed out in our testimony, evan within a particular
industry that is characterized by small businesses, the use of the
technological information available varies widely from one company
to another. Usually the companies that are making best use of the
latest technieal information are growing most rapidly and therefore
become big companies whereas the ones not using this information
stay small companies. So it is a broader problem than the automation
problem as I see 1t.

Mr. Macpoxarp. Well, I don’t want you to feel that I am un-
sympathetic to the bill. 1 think as you said earlier it is a new
approach and one that should be explored in any event, but I couldn’t
agree more with the chairman of our full committee in saying that it
should be certainly subject to review if it doesn’t work out in the way
that the Department hopes that it will.

Secretary Convor. We agree with that coneept. It is just a
question of which period of time is most appropriate.

Mr. MacpoxaLp. This seems like & picayune question

Mr. Harris. Would the gentleman yield there again? I think
it is very important. Don’t you think we could after, say, approxi-
mately 3 years, get the States and institutions, industry,and everyone
enthusiastie, particularly in certain parts of the country, and then
come back here, say, in about 3 years? Don’t you think we could
develop a much better program, have more information as to what
we could utilize and how best it could be utilized?

Secretary Conxor. My personal opinion, Mr. Chairman, is that
you could do that at the end of 3 years.

Mr. Hagrris. What 1 am afraid of is, if you go to this thing for a
period of 5 vears, as you are talking about now, we run right into
what Mr. Springer mentioned a moment ago. And that is a limita-
tion that would be placed on it along with your planning and trying
to accelerate it all at the same time. I am afraid it might handicap
the program. It might discourage some of the States. It might
. discourage some of the institutions. You may not get as much
enthusiastic support of it as yvou hoped and you feel now that you
have.

Secretary C'onyor. I think there is a lot of sense in what you say.
[ think at the end of 3 years the experiences of the States that take
the lead would be very valuable in pointing the way for the other
States to follow.

Mr. Macpoxawp. My last question, and I don’t mean to get away
from the broader aspects of this bill, but on page 9 you say:

A startling fact is that in 1963 the manufactured machinery which was exported
from the United States to the European market averaged 50 percent higher in
productivity than machinery installed domestically.

Now. why would that be?

Secretary (Coxyer. Dr. Hollomon is familiar with this speciiic
situation,

Dr. Horromoxn. This was as a result of the analysis of U.S. exports
of various machine tools and machinery. It appears as if the Euro-
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pean people particularly have demanded and gotten more productive
machinery. This is simply a matter of the statistics on 1\19 type of
machines exported.

Mr. Macpoxanp., You mean to say that our American manufacturers
when they ask for a machine are asking for less productive machinery
than are the Europeans?

Dr. HonLomox. Apparently on the average that is the case.

Now. of course, that does not mean every company, but this is
apparently what the export statistics indicate.

Mr. Micpoxarp. Well, for my own information, since I will be
dealing in this subject for awhile, who compiles these statistics and
how are they compiled?

Dr. Houtomox. They are compiled by the Business and Defense
Services Administration.

Mr. MacponaLp. Are there any further questions?

Mr. FarnsLEy. Mr. Secretary, your projects are the only two I
know about. this one and the tourist thing, that probably have a hard
way to go because they don’t cost enough. You are proposing to
spend money to make money. I hope you keep on this way. But I
am a new boy in this town and I found out already unless it costs
$30 or $40 miilion it has got no chance. Just be brave and keep it up.

Mr. MacpoNALD. Mr. Secretary, on this very optimistic and happy
note. I would just like to say thank you very much, and Mr. Hollomon,
for appearing before us today.

Tomorrow the hearings will be resumed at 10 o’clock. They will
be held in room 2218 at which time I understand we will be hearing
from the universities and other private witnesses.

Secretary Connor. Thank you. _
(The following letter was later received from Secretary Connor:)

Tie SECRETARY OF COMMERCE,
Washington, D.C., June 14, 1965.
Hon. Oren HARRIS,
Chairman, Interstate and Foreign Commerce Commillee,
House of Representalives, Washington, D.C.

Dear Mg, Caateman: At the recent hearings before your commitice on our
proposed State Techuical Services Act, you raised some important and helpful
points and requested that 1 consider them and respond to the committee.

You inquired whether it would not be desirable to limit the authorization for
this program to 3 years, stating quite properly that it would be helpful for Congress
to review the activities of the program after a reasonable period of initial
experience. 1 would like to suggest a H-year period of authorization rather than
the shorter term of 3 years. As stated in our testimony to the committee, we
believe many of the States will not be able to fully implement the program until
at least the third year. Since our proposed program is based on an overall
5-year-plan approach by the States, I am fearful that if the initial congressional
authorization for this program is only 3 years, the interest and commitment of
the States to develop the best overall programs would be adversely affected. We
must keep in mind that the States themselves will have to raise, either from publie
funds or private sources, at least half of the costs of their programs. Therefore,
I hope you will favorably consider an authorization for a term of 5 vears,

Another point you raised at our hearings related to the amount of ‘appropria-
tions to be authorized. No specifie limit is contained in the administration bill.
However, as we testified, we anticipate that the total expenditure over a 5-vear
period, assuming the gradual participation of all States, would not exceed £140
million. Therefore, 1 suggest for your consideration that if you conclude a
gpecifie limit or authorization is desirable, this be set at $140 million for the 5-vear
period. ]

I would like to say that we would have no objection if a provision were incor-
porated in the bill to require the Department to report annually to the Congress
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on the program. It seems to me this would go far to achieve the objectives im-
plicit in the suggestion that this authorization for the program be limited to 3
years. Further, the Department of Commerce would, of course, be happy to
cooperate at any point during the term of the program in formal hearings before
your committee coneerning our experience and administration of the bill.

Another question which eame up at our testimony related to the choices avail-
able to a State in selecting an ageney or inscitution to plan its program. [ believe
this is fullv answered by section 2(b) of the bill which defines the “designated
institution™ as the ageney or institution in each participating State which has
been designated by the State. In other words, the administration bill gives to
each State full flexibility in choosing the planning ageney for its program. The
designated institution does not have to be a university or academic institution.
It may be such an institution or it may be a nonacademic State ageney.

I believe one other point brought out during the hearings was whether we could
be more specific in deseribing the kind of programs that the States would carry
out under this proposed legislation. Section 2(a) of the bill contains what we
believe is appropriate statutory deseription of the kinds of aectivity that would
comprise & State program. We do not believe it would be desirable to attempt
to be more specific in the bill itseif. We take this position beeause we believe
that State officials should have sufficient flexibility to propose the exuact aetivities
most needed and most useful to their own State.

However, in an effort to clarify our own thinking as to the kinds of programs
which we think would be suitable under this legislation, I am enclosing a deserip-
tion of the specific programs now in operation in four States on a modest scale.
These are generally illustrative of the kinds of work which might be undertaken
under this bill.

Thank you very much for your interest and help in connection with this pro-
posed legislation. Please let me know if we ean furnish any other information.

Sincerely vours,
Joun T. Connor,
Secretary of Commerce.

GENERAL STATEMENT ABouT Existing StaTeE ProcraMs oF TECHNICAL
ASSISTANCE TO INDUSTRY

The task of coupling advaneced science and technology to industrial use is best
undertaken by loeal institutions specifieally charged with bringing new technology
to bear on loeal industrial and economic problems.

There is considerable experience in industrially oriented programs from which
to draw. About 28 States now operate university-industry programs of various
kinds. All are small in comparison to the need and opportunity in their regions,
but a few stand out because of their greater scope and effectiveness to date, Of
these, four have been chosen for illustration. They represent four of the many
different styles of operation which may be used, with equal effectiveness, in
different regions. The programs deseribed are only a partial list, and are included
because they are comparable to the kinds of activities envisaged by the State
technical service program,

Towa

The Center for Industrial Research and Service at Iowa State University was
established in July 1963, as a part of the university's college of engineering. The
stated goal was to assist in the industrial growth of Iowa through the following
three funections: :

(@) Coordination of industrial needs with the technical capabilities and
specialties available in the State and, particularly, those available through
the staff and facilities of Iowa State University.

(b) Assist with speeial problems facing industries in Iowa by full-time
staff assigned to work directly with the eenter.

(¢) Publication of technological information from research and extension
activities relating to the industrial climate and growth of Iowa.

During the past 18 months the following accomplishments ean be noted:

(a) Over 1,500 calls have been made on Iowa industries.

(6) A wide variety of cases and problems, totaling over 460, have been
handled,

(c) Most of the consulting firms and other professional groups in the
State have been cataloged for reference, including:

1. Engineers.
2. Architects.
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Patent attorneys.
Certified public accountants.
Testing laboratories
Advertising agencies.
7. University professors.
(d) An information retrieval system has been put into use.
(¢) Reports of completed research have been prepared on a number of
subjects.

A summary of the 460 cases handled to date indicates the type of work being
done. Fifty-six percent of the cases came from business firms and manufacturers,
32 percent from individuals, 8 pereent from other Government agencies, 2 per-
cent from development groups, and 2 percent eame from trade associations and
miscellaneous sources.

(feorgia

The development division at the Georgia Institute of Technology was estab-
lished in 1956 as part of the engineering experiment station, with a main office
in Atlanta and field offices in other cities.

The overall goal of the division is to develop the natural, human, and man-
made resources of Georgia and the Southeast. Operations cover several major
fields ineluding industrial technical services, manpower resource analysis, and
industrial economic analysis. Areas of staff specialization include chemical engi-
neering, civil engineering, electrical engineering, industrial engineering, manage-
ment engineering, mechanical engineering, textile engineering, textile manufactur-
ing, agricultural economies, area development, business administration, business
eduecation, chemistry, economic geology, economics, geography, industrial manage-
ment, journalism, library science, marketing, and sociology.

A basic data unit provides research reference sources for the staff as well as for
outside groups. In addition to these continuing activities, special studies of
statewide resources and overall development problems are conducted periodically.

More than ) major technieal assistance projects for business and industrial
firms have been completed by the industrial services staff and field office personnel.
About 2,000 requests a year are received for information, and a backlog of 10 to
15 requests for technical assistance is not uncommon. These requests usually

develop without direct solicitation. Recently, this program has been expanded
under the auspices of the Associated Industries of Georgia, an association of most
of the major industrial firms in the State.

Professional consulting firms in the area are kept fully informed of progress and
activities through an advisory council which meets monthly with members of the
institute staff. Without exception the response of consultants has been favorable.

North Carolina

The industrial extension service of the school of engineering at North Carolina
State University was established by the State in 1955 to achieve a greater utiliza-
tion of North Carolina’s raw materials, and to develop its small industries,

The staff provides the following types of services, among others:

(a) Techniecal studies, analyses, and assistance.
(b) Industrial film library.

(¢) Information distribution.

() Workshops and short courses.

Many of the requests for technical assistance are generated by small ehemical
producers.
Wisconsin

University of Wisconsin, university extension division, chairman, Mr. Paul J,
Grogan.

The university extension division operates through the department of engineer-
ing of the University of Wisconsin. By far, the greatest effort is in the education
extension area.

The northern Wisconsin development project staff has the following objectives:

(1) To work closely with firms, providing management counsel on a con-
tinuing basis in specialized areas such as engineering, production methods,
produet development, finanee, and marketing. These companies are chosen
on the basis of growth potential, need for assistance, and management
cooperation. Technical assistance is available from private and university
consultants, University of Wisconsin extension specialis and State and
Federal specialists.  An integral part of this objective is the “demonstration”
concept, or the use of project findings to illustrate to other firms the growth
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which ecan be realized by application of improved management and engineer-
ing methods.

(2) To |J{'u\'i1[i' short-term assistance to other firms and to economic
development groups in northern Wisconsin.

(3) To provide an advisory and referral service aimed at interpreting the
broad range of assistance available from the |'||1'\'|-r-i:_'.' of Wisconsin and
approximate Federal and State agencies, as well as private sources

(4) To encourage the development of loeal forms of permanent support
for this type of service to the business community.

Mr. MacpoNarp. The hearing will stand adjourned until 10
tomorrow.

(Whereupon, at 11:55 a.m., the committee was adjourned, to
reconvene at 10 a.m., Wednesday, June 2, 1965.)
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WEDNESDAY, JUNE 2, 1965

Houvse oF REPRESENTATIVES,
SupcoMmITTEE 0N CoMMBERCE AND FINANCE
oF THE CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE,
Washington, D.C'.

The subcommit tee met, pursuant to recess, at 10 a.m., in room 2218,
Rayburn House Office Building, Hon. Torbert H. Macdonald (chair-
man of the subcommittee) presiding.

Mr. MacpoxaLp. The hearing will come to order.

The first witness today will be our very able and hardworking
colleague from Florida, Mr. Claude Pepper.

STATEMENT OF HON. CLAUDE PEPPER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Mr. Perrer. Thank you Mr. Chairman and members of the com-
mittee. [ want to take this opportunity to thank you and the other
distineuished members of this committee for allowing me to take a
few moments of your time to voice my support for the proposed
Technical Services Act of 1965 which the committee is considering
tml:l_\'.

[ am one of a number of Members of the House who had introduced
this legislation. 1 am in complete agreement with the stated purposes
of this bill. Tt is vitally important that we make the fullest possible
use of the technological knowledge arising from our massive postwar
research and development efforts. The fullest use of this information
is essential for the continued growth of our domestic economy, and it
is even more important, if that is possible, to the maintenance of the
competitive position of our goods in the world markets.

The ability to maintain an expanding volume of U.S. exports, in
turn, is our main hope for eliminating our chronie balance-of-payments
problem within a framework of freer trade, travel, and investment
throughout the world. -

If we look back to the period just before World War I1, we find that
the bulk of our Nation’s research and development activity was both
supported and performed by private enterprise. In 1940, Federal
spending for research and development amounted to only $74 million,
or a little under 1 percent of total Federal spending. But, since then
and especially since the middle 1950’s, the Federal investment in
research and development activities has mushroomed to a level of
approximately $15 billion a year, or 16 percent of the total Federal
spending in the current fiscal year, fiscal year 1965.
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Might I interpolate, Mr. Chairman and members of the committee,
to say that I recall when we set up a resolution of the Congress which
originated in the Senate on the National Cancer Institute in 1937.

At that time hardly anything was being spent by the Federal
Government in the field of research in the area of cancer. The first
appropriation was $500,000 and that went ahead until 1946, when I,
in the Senate, and former Senator Neeley, in the House, introduced
a bill to appropriate $100 million to remain available until spent, in
the field of cancer research.

A year or so later we came up with the first Federal appropriation
of about $8 or $9 million and the following year it went up to $14
million.

Since that time it has continued to rise.

A little while after we had gotten the defense program underway,
why, my attention was called by Mrs. Albert Lasker of New York,
who has done so mueh in the health research field, to the fact that the
Federal Government was spending only $6,000 a year, as a total
expenditure, in the whole field of research in heart and cireulatory
diseases which killed 1 out of 3 of our people and we started then a
yrogram to give some Federal funds. Mrs. Lasker and I brought the
]mm‘t specialists for a hearing before the Senate Appropriations
Committee. One million dollars were put in by the Senate Appropria-
tions Committee by Senator Styles Bridges who was then chairman.
The House reduced that to $500,000. But that was the first sub-
stantial appropriation which was made in the field of heart research.
Previously we had been appropriating only $6,000 a year.

Some of those here, and your distinguished committee chairman,
Mr. Harris, particularly, will recall just how relatively recently these
Federal research programs have gotten underway and how great the
expansion has been and how meaningful it is to the country, I believe,
that we have them and how constantly and significantly helpful it has
been in the field of research, both health and economic research, to
have Federal participation.

Private research and development spending has also risen during
this period.

According to estimates made recently by economists that the
Battelle Memorial Institute, a highly respected midwestern scientific
research organization, it is conservatively estimated that privately
supported R. & D. amounted to around $5 billlion in 1964. And 1t
should be noted that much of our Federal support goes for research
and development work performed in private industrial and university
laboratoriess

Nevertheless, it is obvious that the Federal Government now plays
a dominant role in the research and development field, supporting
close to 75 percent of our total national investment of $20 billion a
rear, and that this gives the Federal Government a heavy responsi-

ility for seeing that the fruits of this massive research effort are not
wasted.

We have an obligation to see that the fullest use is made of the
technological knowledge developed on this great investment in scien-
tific and engineering labor. .

I am very anxious that we do everything we can to insure the
effective civilian utilization of the knowledge gained in the course of
our space and defense research efforts. 1 am aware that both the
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Department of Defense and the National Aeronautics Space Adminis-
tration are actively promoting the spinoff of their technical develop-
ments for use in the civilian economy, but I think we must do more.
I think we must do more to achieve a better regional dissemination
of this information, and I think that we must do more to engage the
active cooperation of our State governments, local committees, and
industrial groups in the effort to make better use of this knowledge.

We are considering in this Congress a number of broad programs
to encourage greater Federal, State, and local cooperation in such
areas as medical care, transportation, pollution control, city planning,
education, housing, and others. And in many of these programs we
are giving special attention to assuring a better geographic distribution
of the opportunities and advantages being generated.

We slmnld approach this problem of the greater utilization of
available technological knowledge in this same spirit—so that the
boons of scientific discovery will be made available to the economic
interests throughout our country, and will be made available to them
through a program encouraging self-help and State and local initiative.
I believe the program envisaged under the Technical Services Act of
19065 will contribute importantly toward this double objective of
greater and more balanced economic growth throughout the country.

Now, Mr. Chairman, may | inl‘.erpurate again. We know, of course,
that knowledge is interrelated if not interdependent and that if
knowledge is generated in one area, the chances are it will have an
effect upon other areas.

Just ]fnr example take what the influence of World War II in the

development of the small vehicle has been upon the development of

small vehicles in other aspects of our economy.

I hope if T mention a personal incident you will not mind. When
the first jecp was brought here to the Capitol, Senator Robert Reynolds
of North Carolina was chairman of the Military Affairs Committee
as it was then called, of the Senate and he and I got into that jeep
and we rode up the steps of the Capitol from the White House direc-
tion, all bumping up and down those long steps. [Laughter.]

This is the first time I had ever seen an automobile, as it were,
going up a flight of stairs and we were all out there looking at this
new vehicle, the jeep which had come into use to serve, primarily,
a military purpose.

Now we have every kind of little vehicle. This is just a very
crude illustration of what research has done, primarily for military
purposes, but at least in terms of potential value to other aspects of
the community.

Mpr. Harris. Is that the reason they are used by mail carriers
also? [Laughter.]

Mr. PeppEr. Maybe so, maybe so.

[ will just say this, too: You will agree, I am sure, that if we had
had the little modern motorbikes when we were young, and riding
bicyeles, we would have saved a lot of pedaling. [Laughter.] In the
State of Florida and its Third Congressional District, which I have
the high privilege of representing, we have seen the economic benefits
of new and expanding industry developing from a science-oriented
base. Innovation and a high degree of technical efficiency are the
hallmarks of the growing company, the company that pays better
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wages, creates new products and new markets, and acts as a spur for
community and national economie growth.

The Technical Services Act of 1965 can help more of our companies,
especially our smaller businesses, become rapid growth, high efficiency
operations. They can bring our university scientists and engineers,
our economie development groups, and our industry groups into closer
cooperation for the benefit of every State and the Nation as a whole.

In addition to what this program can contribute to our domestic
well-being, to a rising prosperity for our people, and better earnings
for our business enterprises, its contribution to our overall national
efficiency can be extremely important in the areas of foreign trade and
national security.

A more efficient economy can enable us to sell more goods in increas-
ingly competitive world markets. It ean enable us to make a larger
contribution out of our rapidly expanding economy for the develop-
ment of less fortunate nations throughout the world. And in any
international erisis it can give us a stronger industrial foundation for
the defense of our liberties,

Mr, Chairman, it is my belief that the Technical Services Act of
1965, which was proposed by the President and which I and 13 other
Members of the House are sponsoring, will make a far-reaching con-
tribution to our national prosperity, security, and progress far exceed-
mg 1ts costs.

This committee is to be highly commended for acting so promptly
in scheduling hearines on this very important matter. It is my hope
that the committee, following careful study of the bill, will see fit to
recommend its approval, and that the Congress will take affirmative
action at the earliest possible date.

Our Nation has benefited immensely from the technological revolu-
tions of the past. This program will give us greater assurance that
we will continue to advance on the broadest technological base in the
years to come.

Thank you very much.

Mr. MacponarLp. Thank you, Mr. Pepper.

Mr. Pepper. I would only add, Mr. Chairman and members of the
committee, that basically what this legislation proposes to do is to
bring about a closer relationship between those who are generating this
oreat mass of knowledge and those who are engaged in the business
of the application of that knowledge in practical ways in various
aspects of our economy in our country. I would like to thank you very
much, Mr. Chairman, and members of the committee, for the privilege
of being here.

Mr. Macponarp. Thank you, Mr. Pepper. We have certainly
enjoyed your appearance pere today and 1 congratulate you on your
statement.

Mr. Peprer. Thank you.

Mr. Macpoxarnp. Are there any questions of the gentleman from
Florida?

Mr. Harris. Mr. Chairman, I want to say that I am glad to be
here during the presentation of our colleague from Florida. I am
sorry I won'’t be able to stay for the presentation of our colleague from
Colorado.

Mr. PeppeEr. Mr. Chairman, may I be permitted to say that the
distinguished chairman of the main committee, the parent committee,
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has done, if not more than anybody in the Congress, certainly as much
as anybody in the Congress to broaden the frontiers of knowledge in
all aspects of research and I want to take this opportunity to com-
mend him for the leadership that he has given.

Mr. Harris. Thank you very much. I would add to my colleague
that I do have some pride in the fact that I participated in the
establishment of the National Science Foundation, back in the early
forties—I had forgotten how long ago it was.

Mr. Peprer. I remember that.

Mr. Harris. But we all know the tremendous contribution that it
has made to the welfare of the Nation and of the world so I eannot
help but have a little pride and a lot of satisfaction out of the small
contribution I made to that program. For various reasons I am very
happy about some of the things that we have achieved in this com-
mittee with the help of many others, including members like the
sentleman from Florida, and what we hope to be able to achieve
through the efforts of this committee.

I, as chairman, could stay in this committee for a long while but I
want to get this man at a meeting of the Rules Committee.
[Laughter.]

We have got a rule we are seeking so I have to take him with me
over there.

Let me just say what you have seen here this morning is some
indication of the reason why the University of Arkansas sought him
out as a professor of law back in the days I am not going to mention
laughter] although he is older than I am, but it is before I got out of
school.

Mr. Perrer, 1924 and 1925—that was one of the happiest experi-
ences of my life.

Mr. Macvoxarp., Thank vou very much, Mr. Pepper.

Mr. Harris. Is Dr. Caldwell here?

Dr. CavpweLL. Yes.

Mr. Harrs. I want to take the opportunity to say hello before I
leave and to some others who may be here. I hope I will be back
later, Mr. Chairman, if [ am=ble to.

Mr. Macvoxanp. Fine, Mr. Chairman.

Is the Honorable Roy H. McVicker from Colorado here?

Mr. MeVicker, we will be glad to hear you at this time.

STATEMENT OF HON. ROY H. McVICKER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF COLORADO

Mr. McVieker., Mr. Chairman, it is indeed a great honor and
pleasure that I appear today to testify on behalf of my bill, H.R.
7335, designed to promote economie growth by supporting State and
regional centers to place the findings of science usefully in the hands
of American enterprise.

This bill would permit the Federal Government to join with State
covernments, universities, and loeal industry in stimulating the
industrial and economic growth of States and regions in the Nation
through the application of science and technology.

The bill is addressed to the economic problems about which we
read every day—long-term unemployment, regional pockets of
poverty, industries which are losing their competitive positions, and
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increasing foreign competition in both domestic and world markets.
These problems point to the increasing need for developing mech-
anisms to bring the latest developments in technology into the produe-
tion lines and plants of our loeal industry.

Just as the problems are local, so should be their solution. This
would establish mechanisms concentrated on the local level, utilizing
local leadership, local initiative, loeal resources, and local participa-
tion. Federal funds, on a matching basis, would be used to encour-
age the establishment or expansion of loeal institutions specifically
destined to meet the needs of the local economy.

A State wishing to participate in the program would designate
an institution, either a State university or agency, to administer
and coordinate the State’s technical services program. This institution
would prepare a 5-year plan, outlining the technological and economic
situation in the State, the major regional and industrial problems,
and the means to be used in assisting in their solution. The institution
would also prepare an annual technical services program, including
the objectives for the first year, the budget, and the responsibilities
assigned to each qualified institution participating in the program.

The 5-year plan and the annual program would be submitted
to the Secretary of Commerce. Federal matching funds would be
made available to the designated institution to support eligible
programs. The Secretary of Commerce would estabhsh a formula
designating the maximum annual Federal payment, taking the fol-
lowing eriteria into consideration: (1) population, (2) level of in-
dustrial and economic development and productive efficiency, and
(3) technical resources.

His formula will be weighted to provide funds to States and regions
where industrial development has lageed behind its potential and
where technical resources are weak. The population criteria will be
applied in a manner which will permit even the smallest and least
populous States to participate in a meaningful and profitable program.

There are a variety of effective programs of university-industry
eooperation in operation in 28 States at the present time. One
especially notable program is conducted.under the auspices of the
Denver Research Institute, an integral part of the University of
Denver which engages in sponsored research for Government and
industry. This institute offers ample evidence of the potential
effectiveness of programs that the subcommittee is now considering.
To stimulate the process of technology transfer, the DRI has de-
veloped a highly motivated staff of engineer-economists, engaged in
effectively interpreting the significance of scientific and technological
advancements to the commercial entrepreneur. These economists
are studying new techniques for coupling technological innovations
with potential users in industry, thereby providing the bridge between
the generation of advanced technology and its use in technologically
oriented as well as underdeveloped industries. In addition, these
men are carrying out fundamental research on the processes by which
technology is diffused and applied, seeking new ways to accelerate the
transfer of knowledge into use.

The Denver Research Institute consists of seven operating divisions:
chemistry, electronics, electromagnetic propagation, industrial eco-
nomics, mechanies, metallurgy, and physics. Research interests in
these divisions cover a complete spectrum from basic investigations
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to directed developmental efforts. A number of large research
programs are also conducted by the institute outside the divisional
structure.

But such programs, effective as they are, are still small in com-
parison to the need and opportunity in their regions. If we are to
promote our economic growth to the fullest possible extent; if we are
to achieve and sustain a high level of mn])llo_\'menl- throughout our
Nation; and if we are to improve our competitive ]l)o:cdi.ion in world
trade—the hiatus between the technological developments in our
laboratories and their application in our industries must be erased.
[ believe this bill will accomplish much toward the end of nurturing
our economic growth and prosperity.

Mr. MacponNALp. Are there any questions? If not, we thank you
for yor appearance, Mr. McVicker.

Mr. McVicker. Thank you, Mr. Chairman.

Mr. Macpoxanp. The next witness is Mr. J Calhoun, Jr.,
vice chancellor for programs at the Texas A. ! ity, College

Station, Tex. &
9

STATEMENT OF JOHN C. CALHOUN, JR&E
PROGRAMS, TEXAS A, & M. UNIVE i
TEX.

Mr. Carnoun. Mr. Chairman, I have a | S ent which
1 believe the clerk has distributed to you, and r@hlicht certain
points. It is a pleasure, Mr. Chairman and members of the com-
mittee, to appear before vou today to speak on behalf of H.R. 3420
the State Technical Services Act of 1965.

My name is John C. Calhoun, Jr. My home is in College Station,
Tex. I am vice chancellor for programs at the Texas A. & M. Uni-
versity system, which is the land-grant university for the State of
Texas. The institution for which I work has a number of programs
in the area covered by this bill, some of which I will describe, but 1
wish to emphasize, I do not appear here on behalf of that institution.
The comments which I express and the recommendations which 1
make are a matter of personal analysis and opinion.

I have taught university engineering courses from the sophomore
through the graduate level, have supervised research projects, and
have taught continuing education courses. Experience as a depart-
ment head, as a dean of engineering, as a director of an engineering
experiment station, and as a director of an engineering extension
service have brought me in contact with both opportunities and
problems in the advance and use of technology. In a consulting
capacity with a number of industries, 1 have dealt with the problem
of updating personnel. Recently, as president of the Society of
Petroleum Engineers of AIME, I initiated a study on continuing
education to examine the need of members of this professional
society for maintaining their professional quality through current
awareness of advances in technology.

It is from this general background that I offer my comments this
morning about the proposed State Technical Services Act of 1965.

I believe this proposed legislation is needed, and I recommend to
yvou that you give favorable consideration to its enactment, It will

TY,.COLERE
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provide the stimulus for a general advancement in technology that
will not come about in any other way.

First, I would like to give you some of the general reasons why I
am in favor of this legislation. Second, I want to indicate a few
things I think could be done in Texas, based on the programs that I
now see in operation. And, finally, I will make a few suggestions for
improvement in the details of the proposed act.

Our Nation is making a considerable investment in research and
it is important that this investment pay dividends. The realization
of benefits through the use of research findings is not,however, an
automatic process. It is necessary that we apply efforts to the job
of using new knowledge.

Research has actually become an industry of its own and is carried
on most efficiently on a large scale in highly organized programs. The
individual research man is still the key to much of our advancement
but his environment is more and more tied to a research team.

In addition, the execution of sophisticated research requires rather
complex and sometimes very sophisticated apparatus or access to
special environments such as those of the atomic nucleus, the ocean,
or the atmosphere. The individual researcher or the small research
organization find it difficult to maintain the spectrum of tools and
specialties to make research fruitful.

These changes make research itself more efficient, and allow the
research worker to behighly creative and motivated. These forces
at the same time have a tendency to isolate research from its ultimate
application. Research can ncw sustain its own internal growth as
an end unto itself. Its full use in our day-to-day industrial world
will not be achieved unless we specifically give attention to the matter.

There is also a critical size that is an important consideration to the
conduet of research. The large corporation will be able to sustain its
own research organization with the necessary breadth for it to be vital.
The small company cannot. This sharp distinction between those
industries of sufficient size to carry on their own research activity
and those that cannot leads us to a very real situation of have versus
have not industries. The latter must look to sources outside their
own organizations for technological stimulation.

It is important that the bridge from research activity to applica-
tions and use of technology in private enterprise be narrowed rather
than widened. Our attention to the flow of information from a basic
research investment to utilization has been primarily from the
academic research field into the graduate student program; from
federally supported contract and national laboratory research into
Federal programs; from the large industrial and corporate laboratory
into the large corporate business. There is essentially no bridee to
carry research information from the academic or Government labora-
torv to the small industry or to the isolated individual engineer.

The little that is done has been generated through some of the
State engineering experiment stations and the not-for-profit research
foundations working in localized areas on localized subjects.

In my opinion a larger part of our economic activity and organized
technologv exists in smaller units than we ordinarily realize. A
large number of companies are not only too small to have research
organizations, but are too small indeed to have engineers or profes-
sional technological employees of any type. There are also many
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examples of individuals who make poor or ill-advised investments
that never get off the ground because they are isolated from tech-
nology. Industrial development is more and more related to what
comes out of the research laboratory and to the advances that we
mike therein. In addition, many individual engineers, some of them
employed by large companies, work in isolated places where they do
not have an opportunity to stay up with the main stream of tech-
nological events.

In Texas there is a group of public institutions also that are in need,
in my opinion, Mr. Chairman, of technological information.

In Texas, for example, there are 11,000 industries that do manu-
facturing of some sort. At least 80 percent of these have less than
500 employees. In other words, they are classified as small businesses.

In Texas also, we have 431 cities over 2,500 in population. Of
these, 410 are in the category of 2,500 to 50,000 people. Only 21
are 50,000 or over, a size that gets to the point where the community
can muster their own technologieal advice.

Even among the highly organized professions such as that of
yetroleum engineering with which I am most familiar, there are a
arge percentage of individuals who are in relatively isolated situations.
A survey done for the Society of Petroleum Engineers last year showed
that 26 percent were employed at locations more than 50 miles from
a university and, presumably, from an opportunity to undertake
continuing edueation, and over 50 percent were more than 50 miles
away from a university with a department of petroleum engineering—
that is to say, the field of technology of their specific interest.

Twenty percent of those in this profession were employed over 40
miles away from the nearest location where a professional group of
their cohorts would hold periodic meetings. This distribution is in
spite of the fact that the petroleum industry has a relatively high
yercentage of large corporations and highly organized research
Lzhm':l(nl'i{‘s.

The picture that I am portraying is of a research activity which
has become highly organized and highly sophisticated and which,
because of its nature, must be carried on in large groupings with an
internal rather than an external orientation. On the other hand, a
surprisingly large number of small industry units, of individual
professionals, and of organized municipalities not only do not have
research organizations but have little technological capacity to identify
their needs. They have no access to research findings other than
those they stumble upon. The situation, in fact, is not too unlike
the regional imbalances that exist in our national growth.

I do not see any existing agencies, either Federal or local, that are
directed to alleviate this specific problem; namely, the absence of a
bridee between our growing research investment with its body of
technological knowledge and our small industries, our isolated indi-
vidual professional, or our municipalities struggling with our tech-
nological age.

There has been much talk about continuing education for the in-
dividual engineer over the last 10 or 15 years and there has been a
general recognition that the individual engineer is not keeping up.
There has not been a parallel attention paid to the equivalent lag on
the part of the small industry or the small community and to the fact
that they are not keeping up.
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We need, first, to recognize this problem.

Then, we need an agency or machinery to focus on the problem and
consolidate the individual efforts that have sprung up within the
States. Along with this focusing machinery we need to provide
stimulation for the small businessman, the small community, and the
individual engineer to help themselves. They need to be provided,
however, with analytical help and with the background material
necessary for them to identify where they stand, how far they lag
behind the best current knowledge and what is available for them to
maintain pace with the rest of technology. Not the least of the
requirements is the necessity for planning and prediction. Many of
the small industries now going on a year-to-year basis have no idea at
all how they may have to change in order to be in business 5 years
hence.

I see the State Technical Services Act, therefore, as being directed
toward filling these kinds of needs.

Now, let me tell you a little about some of our programs at Texas
A. & M. University and what T see as some specific areas for which
we could use additional assistance.

The Texas Engineering Experiment Station, Texas Transportation
Institute, Texas Engineering Extension Service, the Texas Engineers
Library, and Texas A. & M. University Office of Continuing Educa-
tion are all engaged in the types of activities outlined as technical
services in the proposed legislation. TLet me point out that each one
of these, however, is engaged in a very small fraction of what is covered
in this legislation. Our funds are limited and we have not been able
to carry on these programs covered in the legislation at the intensity
needed, or on a total geographical coverage basis,

Our industrial economics research division has been doing area
development studies, marketing research studies, and industry analysis
for a number of years. This staff of 6 full-time researchers and a
technical librarian, during the past 2 years, have done area develop-
mental program studies for 10 small Texas communities and have
carried on 1 regional study composed of 5 counties. During the same
period they have also conducted 8 major marketing research projects
for industrial firms in Texas and have answered more than 100 individ-
ual inquiries pertaining to market information.

This program operates on an annual budget of $75,000, of which
about $10,000 is State funds, seed money, so to speak, and the re-
mainder is paid in by industries, communities and individuals who
make use of the program.

One of the big deficiencies in this program is that it is almost
impossible to undertake regional studies. There are no logical spon-
sors for regional studies. Clties will support economics research into
their own community economic base, but they will not very often
give support to the analysis of a region. There are 14 economic
regions in Texas identified by Federal agencies and it would be very
desirable to undertake basic research studies of the economie atrributes
of each of these regions.

n : . w - . . .

This kind of program that is carried on by this economic survey
system tells what technological and resource base there is to work
from if one wishes to stimulate new or existing industry.

The Texas Engineering Extension Service specializes in extension
programs and special courses, and this is a different kind of program,
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directed at bringing the latest technological information to the atten-
tion of working industrial people. This spring, for example, the
service initiated four new programs: industrial radiography, telephone
technology, electronics and project managing for mechanieal con-
tractors. These courses are using the latest technological changes
which we ean work into the course including nuclear and computing,
techniques. Approximately 14,000 persons enroll each year in train-
ing programs and short unit courses conducted by the engineering
extension service, and of these about one-third are already employed
in Texas industry. Our major limiting factor here is lack of funds to
organize new reference and instructional material. And, incidentally,
of this program about one-third of the funds are State-appropriated
funds and about two-thirds are generated from fees and charges made
to the participants.

The Texas Engineers Library for years was the focus of engineering
reference work of professional engineers in Texas. Unfortunately,
lack of funds have required that this unit be terminated. Special
requests for library searches and bibliographies from praecticing
engineers of Texas were handled through this library, but it has been
inactive for about 6 vears. It should be resumed and this is one of
the things we would like to do.

Since 1953, all literature search as needed by the Texas Highway
Department has been conducted at Texas A. & M. by the librarian of
the Texas Transportation Institute. This particular function is sup-
ported by the highway department. This 1s an example of what can
be done if you know that there are the means to do it.

One of the more dominant programs that has contributed im-
mensely to the application of new science and engineering to Texas
industry and public service institutions in recent years has been our
data processing center. Through its special courses, computer tapes,
reports and individual relationships with industries, a large input has
been made to the advancement of industrial technological competency.
To date, however, this has been localized to those groups who have
seen the need and have been willing to support the activity. There
is no general support available.

The many short courses and conferences which have been carried
on through our office of continuing education during the past 12
months include a protective relay engineers conference, a process
industry instrumentation conference, a water and sewage course, a
traffic engineers conference, a highway engineers course, and a special
course in reservoir engineering and well drilling, respectively. These
particular conferences and courses are directed especially to the
transfer of new science and engineering to operating personnel, most
of whom are engineers or engineering technicians.

One of the biggest drawbacks to the dissemination of advanced
technological knowledge through these seminars and conferences is the
large effort to initiate a program. It takes much more to put the
program in orbit than to keep it going. Many times a needed pro-
aram doesn’t get off the ground simply because the stimuli cannot be
focused nor available time and funds diverted from existing programs
to launch the new program. One of our greatest needs in this respect
is for individuals who can do analytical work on given subject matter
areas, condense the appropriate material into up-to-date programs,
and organize the format to make this information available to in-
dustrial groups.
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It is also very difficult at the present to survey the existing level of
a technology as it is practiced within a given industry. For example,
one could ask: “What level of chemical engineering technology is now
in use by the smaller refineries throughout the State of Texas?”’ This
question cannot be answered until a survey is undertaken. At the
moment we have no funds to undertake such surveys and to the best
of my knowledge, such funds are generally lacking throughout the
Nation. This applies to all areas of technology.

In short, I say that our society seems to take the position that it is
up to the individual engineer or the individual small industrialist, or
the individual small municipality, to seek out their own salvation,
In most instances, however, these people do not know where to start.
Generally, they don’t know how far behind they are. One of the first
tasks we face therefore is to establish some method and means by which
individual small industries, engineers, or cities can measure their own
technological standing. This is one of the things we would embark
upon in Texas.

One of the small businessman’s problems when he knows that he
needs help is where should he go once he knows this. There are no
organized technological clinies to which the small industry can appeal
for aid. We need organized, talented groups on a State or regional
basis to analyze given industries and given technologies to determine
the actual state of the art and the particular impacts upon this which
will produce change. We have not applied our analytical ability to
learn where our technological illnesses exist and what we may do
about them. This is another thing we would like to do in Texas.

Consequently, in our State I believe we would not only be ready to
undertake the ereation of a State plan, but I would propose a few
specific programs. First, I would emphasize studies that look at
regions instead of individual cities in order to evaluate the available
industrial base and resource base. Second, 1 would propose surveys
and analyses of the state of technology as it is currently practiced, and
an evaluation of the gap between current practice and the best level
of knowledge. And third, 1 would support the establishment of
analytical teams and groups to do the background work and to
organize programs so that both the small industrialist and the indi-
vidual technologist would be stimulated to seek assistance.

Finally, let me comment on a few changes that I would suggest in
the act itself. 1 believe these sugeestions will improve the act
although 1 emphasize, 1 do not think they are critical.

In the first place, I think its purposes ought to be broadened so as to
include placing the findings of science usefully in the hands of American
civie and publie serviee institutions as well as in the hands of industry.

In the second place, 1 would delete the last sentence of section
2(e)(2) so that the Commissioner of Education will not embark upon
the activity of acerediting educational programs.

Third, I would limit the formula basis for determining allotments to
States to (a) eurrent population and (§) current industrial development

Fourth, I would be more speeific as to the naming of the “desig-
nated” institution in each Siate for preparation of a State plan.
Either one particular institution in each State should be named or the
choice should be placed in the hands of the Governor of each State.
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[n summary, Mr, Chairman, I believe this is a significant peice of
proposed legislation and I urge your favorable consideration of it.
[ think we are ready to use the support effectively in Texas.

[ thank you for the opportunity to make this statement.

Mr, MacponaLp. Thank you very much, sir, for a very fine
presentation here today. As you were speaking a couple of thoughts
came into my mind. You kept referriug to the benefits that small
communities would gain from this proposed bill.

Mr. CanLHOUN. Yes.

Mr. MacpoxaLp. I have read and reread the reports about the bill
and T don’t quite follow the way in which a small community would
benefit.

Mzr. Canuoun. Well, sir, I spoke about small communities because
[ think they, as well as the individual engineer and the small industry,
are three “institutions” that are in the same position. This bill as it
is now would cover the small community only indirectly—actually it
wouldn’t eover it as such.

Mr. MacponaLp. No.

Mr. Cavnoun. But I think it is all part of the same problem and
[ make the suggestion that the bill be broadened to include them.

[ am not talking about social problems of the community. 1 am
talking about technology as it is practiced in the community. The
man who runs the sewage disposal plant, the water supply system, or
the people who carry on street improvement programs and other
matters that involve technology are all as much in need of being at the
forefront of technological information as are the people in small
industry.

Mr. Macpoxanp. Well, don’t you think, to speak in terms of a
conerete instance and to use your example of the engineers who run
certain types of municipal services, that such persons might have a
particular journal and/or trade association through which they could
exchange this information?

Mr. Caviioun. Yes; many of them belong to the American Public
Works Association, or they belong to the Society of Civil Engineers,
or the American Institute of Architects or other professional groups.
But the professional organizations working on these matters recognize
the same kind of lag that I have pointed out and that is the reason
that my own association went into the study of what could be done
to upgrade the individual practicing engineer.

My own opinion, is that in general cities, particularly those of small
size of 2,500 to 5,000, just really cannot afford to hire engineers; or
maybe they can just hire no who has the job on a “firefighting basis.”
In other words, his total time is consumed in just taking care of the
little day-to-day things that come up. It takes a lot of time to look
after just those things that keep the average citizen satisfied without
clobbering the administration. There is no group of really analytical
people, however, available.

Mr. MacponaLp. Which administration are you talking about?
[Laughter.]

Mr. Caruoun. The city administration.

Mr. MacponaLp. Oh.

Mr. Carnous. 1 think there is a real problem in the small com-
munity and whether this bill can cover it or not is up to you gentlemen.
As it 1s presently written it does not.
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Mr. Macponanp. Well that is an interesting observation.

The second point I would like to raise with you is something that we
were discussing yesterday with the Secretary of Commerce, and 1
don’t know if any of you gentlemen were in the room or not.

Mr. CarrouN. | was not.

Mr. Macpo~nacp. But T asked the Secretary a question about the
natural rivalry that might come about if the Government were to
appoint one university as being their agent in this field. We know of
the great rivalry between Texas A. & M. and

Mr. Cannoun. And the University of Texas?

Mr. MacpoNaLp. Yes.

Mr. Cacmoun. Right; and the University of Houston and so on.
All of these are publicly supported institutions, of course.

Mr. MacpvonaLp. They are all land-grant institutions.

Mr. Carvaoun. Noj; they are not all land grant but they are all
publiely supported.

Mr. Macpoxanp. Well, we have noted rivalry in that field—I
have seen some of it myself, right on the field. [Laughter.] And
very harsh [athletic] rivalry it is, too.

I must say it is to be commended from that point of view, but do
you think that the bill as now written would tend to settle those
rivalries or do you think that those rivalries would be strengthened
because of the faet that the State governments would have to initiate
such programs by appointing one of their number as the designated
institution for purposes of this proposed act?

Mr. CALHOUN. k [ don’t think this would increase any rivalry.

Mr. Macpoxann. Well, perhaps it would be impossible to increase
it. [Laughter.]

Do you think this would have a divisive effect?

Mr. CavaouNn. No, sir, I don’t think so at all. Those of us in
educational work recognize that there iz much more to do in our
Nation and in our State and region than we can all do together, and
we recognize that some institutions have attributes that others don’t
have. Whereas one institution will be foremost in a medical program
another institution will be foremost in an engineering program.

Mr. Macpoxnarp. I take it that you feel Texas A. & M. would be
foremost in an engineering approach?

Mpr. Cavroun. Well, I don’t think that this is a fair conclusion.
[Laughter.]

Mr. Cavsoun (continuing). To draw. I think that Texas A. & M.
has a very good engineering program but there are other good engineer-
ing programs in Texas.

If you are asking me how I would proceed to designate these insti-
tutions, say in Texas, I would say that 1 would prefer to leave that
up to the Governor or somebody else who made a good analysis of
\'«li)lE‘I'{‘ the State plan could best be put together. [ do not think that
is evident at this time.

Mr. Macooxarp. Well, I agree with your conclusion that eventually
it will come down to that, but with reference to the bill as now writ-
ten, don’t you feel that if one institution is going to be designated,
no matter how self-sacrificing the other institutions might be, the
others might feel slighted and therefore not be as cooperative, at
least not quite as “ll(rl(-lleattmll\
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Mr. Caruaoun. Oh, no, not at all. 'We don’t feel a bit slighted when
the University of Texas is designated to receive a program or grants
from the Federal Government for a medical program because we
realize

Mr. MacpoxaLp. Yes, sir, but this is a little different if you
follow what I am saying. In this instance, as I read the bill, some-
body—a Federal czar as 1 am sure he would be known in Texas—
[laughter]—would look over the educational institutions and say:
“] designate institution A,” for example, “as the foremost engineering
school in Texas, to receive these funds.” '

Don’t you think that this would bring an instinctive reaction from
the other eligible institutions in Texas?

Mr. Carsoun. Well, let me comment on it this way: In the first
place I don’t read this bill to the effect that a Federal agency would
make a determination that a given university is the best engineering
university. I hope that it would make a determination that a given
university is in the best position to put together this plan and this
would eall for competence in various stages of engineering, an under-
standing of what is involved in research, in technology, and an under-
standing of what the total industrial situation is, and experience in
working with industry and in earrying on continuing education courses,
so that you would have to make more than an assessment of its
engineering quality. You have to make an assessment, I hope, of the
institution best qualified to carry on the plan. I think that if this
determination were made on a good analytical basis there would be
no divisive effects and I am sure that we would all be willing to work
for the good of the State in this respect. But frankly, as far as I am
concerned, although when it comes down to designating, T am always
interested in seeing my institution up there in the front, I am more
interested in seeing this job done for the State of Texas. 1 believe
that all of our faculty and our people feel the same way.

Mr, Macpovanp. I hope you are correct. [Laughter.]

Mr. Cavroun. I think we are.

Mr, MacponaLp. One other question: Yesterday, in discussion
with the Secretary and his assistant I asked what a region was and
the Secretary said “two States” would be the minimum region.
Yet, I read in your statement here that there are 14 regions in Texas.

Now, I know that Texas is a big State, but [laughter] that does
not quite jive with what was said yesterday.

Mr. Cavnoun. Well, Mr. Chairman, I think you can get many
different definitions of a region. The definition that I gave you is
that which I obtained from the people in charge of the economics
research program who advised me that one of the Federal agencies
has designated 14 economic regions in Texas.

Now I don’t know on what basis.

It would seem to me that a region, in the terminology of this bill,
will depend upon_ particularly, technology. If one looks at technology
from one point of view we are a single cohesive nation and techno-
logical community today—that is, our technological community is a
national technological community at this time without regions.

However, one could look at certain small industries and you will
find in a given area you have a group of electronic industries, for
example, and in another area one might find a grouping of materials
industries or metal-forming industries.
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Aeain, if one is examining the state of the technological art one
would have to identify regions differently.

I don’t read “regions'’ in the sense that I would like to consider
them as being predetermined by geographical boundaries, but rather
determined by technological practices.

Under the terminology that I read in the act ‘“‘regions” means
more than one State but I simply was trying to tell you the problem
as I see it in Texas.

Mr. Macpoxanp. But you said “about 14 regions.”

Mr. Carnoun. That’s right, as I see our problem in Texas.

Mr. Macpoxarp. Well, wouldn’t the region to include Texas, also
be comprised of Oklahoma and the rest of the Southwestern States?

Mr. Carmouvx. Well, it depends.

Mr. Macooxarp, They have problems in common.

Mr. Caunovn. It depends on what you are talking about.

Now, if we are talking about certain aspects, let us say, of petrolenm
production, then you might want to talk about the problem mn relation
to the entire Southwest. If you are talking about another kind of
technologieal problem you might be talking ssmply about the Permian
Basin which is essentially entirely within Texas.

However, If you are talking about another kind of problem having
to do with flowing wells you would be talking about the gulf coast.

Mr. Macpoxanp, Yes sir; but if you are just talking about petro-
leum, you would be talking about Saudi Arabia as well as Texas,
wouldn’t you?

Mr. Carnoun. It depends on whether you are trying to improve
technology as it is practiced and this is the intent of this particular
act, as I see it, which is to stimulate the level of technology practice
within America so that we will not only be better internally but better
competitively speaking externally.

.\{r. Macpoxanp. Well, T guess that touches the heart of it. So
that you feel that the “regional” coneept has this as its purpose.

Mr. Cavnoun. Yes. [ feel that the regional thing, as I read the
bill, or as I interpret it, would mean more than one State. I probably
should not have used the word “region” in talking about Texas, but
I was simply trying to point out that one of the problems we have in
carrying on our program is that to date we have only been able to
deal with localized communities and one thing we want to do is deal
with the problem on a broader level. We want to get support which
we do not now have simply because you cannot pin down anybody
who can see it on a “‘regional” basis.

Mr. MacpoxaLp. One last question—and I know other members of
the committee want to ask you some questions—on page No. 12, you
say that you would like to delete the last sentence of section 2(c)(2)
so that the Commissioner would not get into the question of accredit-
ing,

Mr. Carroun. Yes.

Mr. MacpoNaLp. As I understand it, you feel that the Commis-
sioner of Education, Mr. Keppel, should not be doing that. But I
want to point out this is what is actually being done right now by the
professional and scientific groups.

Mr. Carnoun. That is where I think it should be done but that is
not the way I read that sentence.

L3
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Mr. Macpoxarp. That is what the Secretary said yesterday; that
is how it is being done now.

Mr. CansouN. Well, the way T read that sentence is that if the
Secretary cannot find d.m'lmch who does this, then the Commissioner
of Education would embark upon that phase; the accreditation, with
a national advisory group.

Mr. MacponaLp. Well, I don’t think that is correct. T feel this is
a very important point, frankly, not just for this committee, but when
we bring it to the floor I am sure many of our colleagues will want to
comment on it.

Mr. Carnoun. Idon’t have the bill in front of me but that is simply
in accordance with my own reading of the sentence.

Mr. MacpoNanp., Yes; but I think we should have this cleared up
so that when you report to Congressman Teague, who is a very
illustrions alumnus of your school—

Mr. Caraoun. Thank you.

Mr. MacpoNarp (continuing). That this won’t be an issue.

Mr. Cavuoun. I now have the bill, Mr. Chairman, and on page
No. 4 the sentence reads:

When the Commissioner determines that there is no nationally recognized
veerediting ageney or association qualified to aceredit such programs, he shall
publish a list of institutions he finds qualified after prior evaluation by an advisory
committee, composed of persons he determines to be speecially qualified to evaluate
the training provided under such programs,

Mr. MAacpoNALD. Rll_fhf

Mr. Carnoun. Now, this to me indicates that under certain con-
ditions the Commissioner of Education would set up an Evaluation
on Accreditine Committee, or whatever it might be.

Mr. MacpoxaLp. No, sir,

Mr. Cargoun. That would have to go through the process.

Mr. Macponanp. You are wrong.

Mr. Carroun. Well, OK. I am glad.

Mr. Macpoxarp. I hope that you agree with me that you are
wrong about it because it savs “when the Commissioner determines
that there is no nationally recognized accrediting ageney” and of
course that was already settled at the hearing yesterday when it was
brought out that there were two engineering groups and also a business
administration group.

Mr. Carnnoun. And of course there is the National Commission on
Acerediting which looks at the whole acerediting activity,

Mr. Macpoxanp. Well, wouldn’t that take care of your objection
then?

Mr. Cavsoun. Well, sir, the only point T want to make is this:
If there is a nationally recognized accrediting agency or agencies, then
this sentence has no meaning.

Mr. Macponanp. Well, you are the expert in this field and T am
asking you, because my knowledge in this particular area is basically
limited to the testimony that was presented at the hearing yesterday.

Mr. Caraoun. Well, there are accrediting agencies.

Mr. MacponaLp. In engineering?

Mr. Canuoun. Yes, sir; the Engineers Council for Professional
Development.

Mr. MacponaLp. Right.

50-474—65
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Mr. Carmoun. And there is also an acerediting agency for business
Programs.

Mr. Macpoxanp. Right.

Mr. Canmoun. And there is an acecrediting agency for veterinary
medicine, and for architecture, and so on. There are a whole lot
of them.

Mr. Macpoxanp. Right. And from the fact that these are already
in existence, would that not cover your objection?

Mr. Carnoun. I hope it would cover it, but there is the sentence
in here and it says that under certain conditions the Commissioner of
Education could set up an evaluation team. At least, that is the
way I read it. Now, if T am assured that the Commissioner of
Edueation will not get into the accrediting function then I am very
happy, but all I see is the words in front of me. That was all I was
reading—the words of the act.

Mr. MacponaLp. But the language on page 4 says that “‘where
there is no nationally recognized accrediting agency’ and in the two
instances that you have brought up there are.

Mr. Carnoun. Let us make my point clear.

Mr. MacpoNaLp. Yes.

Mr. Caruous. Whether there is or there is not, in my opinion I
don’t believe the Commissioner of Education should get into the
evaluation or acerediting of programs and it seems to me this provides
an opportunity for the Commissioner of Education to embark upon
evaluation. 1 see no reason for it to be put in the act.

Mr. Macponarp. Oh, yes sir, only in the absence of such an
agency——

Mr. Carnoun. Well I don’t believe there is any absence. 1
believe it is covered.

Mr. MacpoxaLp. Well then, you withdraw your objection?

Mr. Carnoun. Well, this sentence has no meaning. Either the
sentence has no meaning, that is, it is not required to be in there
because it is covered, or there is some aspect that is not covered and
the Commissioner of Education will get into the accrediting.

Mr. Macponanp. 1 don't follow you.

Mr. Carnovn. Well, either accrediting is covered by other agencies
or it is not covered. If it is covered then there is no point having that
sentence in there. There is no need for it.

Mr. MacponaLp. Well, just say for example that there was an
internal dispute in the Engineermng Accrediting Agency and they
dissolved themselves.

Mr. Canouy. All right, let’s just suppose for the sake of argument
that happens.

Mr. MacponaLp. This language would then cover it, would it not?

Mr. Cavuoun. Well, I won’t press the point. But the way I
read it, it seems to me that it would bring the Commissioner of edu-
cation into the acerediting function.

Tf T am assured that this is not so and that the Commissioner of
Education would not intend, or that the Department of Commerce
would not intend anything of the sort, and that is not the way it
should be interpreted here, then I am happy.

Mr. Macpoxarp. It isn’t, though. Tamhappy with you. [Laugh-
ter] But the point is that it doesn’t matter what your feelings are
or my feelings

Mr. Caruoun. Right.
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Mr. MacponaLp (continuing). If it is written into the law.

Mr. Carnoux. Right.

Mr. MacpoyaLp. But you are protected here, and I would like
to be sure that you will not go away to alert the Texas delegation,
which is one of our largest in the Congress, that there is some sort of
Federal control as to who would be accredited or not accredited.

We recognize that in the field of such specialists as engineering or
business administration the people who do accrediting have done a
fine job, and I am sure it is not the intent of those here or in the
Congress as a whole to try to change that.

Mr. Cannoun. I am pleased to know it is not the intent of this bill
through that sentence to bring the Commissioner of Education into
accereditation.

Mr. Macpoxarp. But I don’t want to go too far. T say that I
believe, and I did not introduce the bill, but I believe that this sentence
was introduced to cover any contingency if the association that does
the accrediting for some reason, and let us hope that this does not
arise, no longer could handle it.

Mr. Carroun. Well, let us hope that no such contingency develops.

Mr. MacponaLp. Excuse me?

Mr. Carroun. Let us hope no such contingency develops.

Mr. MacpoNALD. Yes. Are there any questions from any of the
other members?

Mr. Huor. There was a point brought out yesterday and I believe
it was discussed to some extent earlier. That is your fourth point
that the designation should be a little more specific.

Now how would you feel about the agency of the State rather than
the learning institutions—an agency like research and development?

Mr. Carmoun. It is my personal opinion that the educational
institutions are in the best position to put together these plans. 1
think they have the maximum knowledge as to what is the state of
technology, as to what the directions of technology are and how they
develop and as to what the procedures and methods should be that
will best solve the problems. I believe that this State plan is more
properly in the ﬁeh‘ of the educational institution than of any State
agency.

Mr. Huor. I would agree with that except that it was brought out
that where there might be competition in a State it might solve the
problem.

I am, however, concerned over the accreditation and the section
that you were speaking about, No. 4, is only a protection sentence
but on page 3, at the bottom, from line 21 on, there seems to be no
problem where the accreditation agencies exist so this sentence that
you are concerned about would not seem that it would have any
occasion to be used except in the case of an emergency or some con-
tingency such as has been referred to.

Mr. Caraouy. I am willing to take the chairman’s interpretation
of that.

Mr. Huor. We were so assured by the statement of the Secretary.

Mr. Caraoun. Thank you.

Mr. Huor. That is all, Mr. Chairman.

Mr. Farxsuey. No questions, Mr. Chairman.

Mr. MacpoNaLp. Thank you very much.
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The next witness is Mr. Sidney T. Maunder, visiting lecturer from
the University of Massachusetts at Amherst, Mass. Before you
begin, Mr. Maunder, I would like to say that we welcome you here.

Mr. MauxpeEr. Thank you.

Mr. Macpoxanp. Your reputation has preceded yon,

Congressman Conte who introduced a similar bill has discussed the
situation with me and has said that you were coming, informing me
of your background. We are very happy to have you here. ‘

Mr. Mavusper. Thank you very much, Mr. Chairman.

STATEMENT OF SYDNEY T. MAUNDER, ELECTRICAL ENGINEER,
VISITING LECTURER IN ELECTRICAL ENGINEERING, UNIVER-
SITY OF MASSACHUSETTS, AMHERST, MASS.

Mr. MavunpER. In introducing myself I would like to say that 1
am going to speak from different aspects from those heretofore. In
general, | am going to speak about the subjects covered in my pre-
pared statement.

[ have been in General Electric, a large industry, for almost a
lifetime. I was manager of engineering of a General Electric plant
and I have designed and my engineering section has designed many
pieces of electrical and electronic equipment and, as such, I have
recognized the speed with which we can get the newest technical
information.

Now that I have retired from General Electric and am a visiting
professor at the University of Massachusetts, I see the slowness with
which technical information gets into the hands of industry and into
the final produet,

Also, I speak to you today as a man who has talked with many
industrialists in the Commonwealth of Massachusetts, from the big
industries to the little companies of which the former man spoke, and
I recognize many of their problems.

[ speak to you in favor of this act and I ask your careful attention
to it and your support of it.

This act will provide communication channels, faster communica-
cation channels, into the hands of, as I see it, the people who are able
to use that information in the final product.

In the text that I have given you I use very homely and out-of-date
illustrations. I particularly have one in mind. A little homely
because you and I can understand it. Mother had a paring knife and
it had a wooden handle. It was held on with two rivets; it was a
wonderful tool. About 40 years ago, through the advent of plastic, we
saw the paring knife come out with a plastic handle and it was a
failure imtially. It melted in hot water. Maybe my mother or my
wife used hotter water than they should have, but here was a poor
manufacturer changing from the wooden handle to the plastic handle.
He thought he had made a step forward, but he made a step backward.
Now, it took some time before they had corrected the trouble with
the plastic handle.

I use that homely illustration because in most of our products
there are many little items that go to make up the total product and if
anything goes wrong in any element of that total product the product
is no good.
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As T state later in my text, there is a changing process and I also
want to speak of this in a homely manner: I am going to talk about
the painting of the product.

Most products except glass have to be painted for acceptance as
a final product. How can this product be improved in a painting
procedure? Well, obviously, we have gone away from the brush;
we have gone to dipping or spraying. There is flow painting; there is
electrostatic painting and with each of these new processes there are
different elements, Which of these new processes shall we use in the
product to improve it, to lower the cost, to make it more useful?
Can we change the material at the same time that we change the
process? Now, this is just one little process that T am speaking about
but it is illustrative of many processes that go into making up the
product.

At one time, in making electronic gear I had trouble with paint
which I think illustrates this point very well so I put it in the text.
The paint came off, flaked off some electronic gear. What was wrong?
Didn’t we degrease the unit before painting? Did we use the wrong
element in the paint? Had we not dried 1t well enough? All these
things were considered—what of the combination of things had gone
wrong? Being a big organization we called in our next higher level
which was a paint expert by career and he eame down and he could
not find out what was the trouble. But he went to the vendor’s
plant and they worked a day or two together and solved the difficulty.

How can this same thing be accomplished in a small company?
How can they get technical help instantly? How can they get
technical help in depth when it is needed? How can they get infor-
mation from the people who know about this paint in my illustration
and its application?

The next area I am going to talk about is “new products.” As
we read the financial reports of many, many manufacturing companies,
the president or the chairman of the board is most happy to point
out that 27 percent of the products the company is now making
were not available 10 years ago. In other words, through science
they have developed new products and because of technology, ability,
and marketing skills these new products are available to the public
which were not available to the public a decade or more ago.

How can we help in the development of new products?

Well, this goes to the area of technological climate.

[ want to spend just a minute or two talking about technical
climate because unless you understand it then you will not understand
its implications.

Mr. Chairman, you and the former speaker were talking about
a small community of an engineer or two; such engineers are in a
technical climate all by themselves. Such a man has no one to talk
to except, as was pointed out, at a regional meeting, perhaps, and I
am using the wrong word here, but a regional technical meeting
having technical climate which is the climate where engineers and
physicists and scientists like to work. This is where they can get
further education, where programs are provided in technical schools
and where they can advance and improve their technical competence;
and perhaps programs which lead to a doctor’s degree may be under-
taken.

This is the climate where there is rapport with other engineers.
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Now, if you are an engineer in a small community, who can you
talk to except yourself, and be in a technical sphere or in a technical-
brotherhood basis? Rapport with other engineers helps to stimulate
progress among each other.

Of course a technical climate is often made better by research
facilities. If you are an engineer in a small plant and you have certain
research facilities you may want at times bigger equipment which is
not available to you but if one of your brother engineers in the same
community and in a different plant has that facility there will be an
exchange of uses of this equipment and of the art so that this makes a
terrific technical climate, It is one thing that breeds new ideas—it
breeds new products; it breeds a situation where the engineer will
want to stay in that community and other industries may move into
that community because they see it has a good technical climate.

It is one where, as you see a product, then you see a second level of
the product, or another element of it that has never been developed
and so a new industry may be born out of this technical climate.

Now here we have some of the things within the scope of the Small
Business Administration, I realize, but new industries must be helped
through the incubation period.

The industrialist will have a terrific community in which to produce
anew product that he knows will sell in the millions across the country.
He may have a lack of certain things and some of the small companies
fail, to our regret, so how can the channels be kept open so that they
may be helped before they reach a period where they are going to fail
and so that the channels of communication between the education
centers of the universities and industry can help them in this regard.

Mr. Chairman and gentlemen, I speak for several kinds of small
industries and manufacturers of products; I speak for the University
of Massachusetts in asking for support of this bill; I speak for myself
as a citizen and a former man in industry.

I ask for your support.

Mr. Macponawp. Thank you very much, Mr. Maunder.

(The prepared statement of Mr. Maunder follows:)

ReMarks By Sypyey T. Mavsper, E.E., Visirinag LEcTURER 1N ELECTRICAL
ENGINEERING AT UNIVERSITY OF MAassacHuserTs, Amuerst, Mass,
June 2, 1965

Gentlemen, I come before you to speak for H.R. 3420. I speak based on a
varied background:

(a) T was manager of engineering of a General Electrie plant and thus saw the
speedy flow of technical knowledge in a large industrial company.

(b) ‘T have talked with many industrialists, both of large and small companies,
in the Commonwealth of Massachusetts and thus can relate some of their problems
and tell vou how the passage of this act would improve their operation.

(¢) As an engineering professor, I see available technical information that is not
being used to the fullest by industry.

Passage of this aet will provide communication channels for the quick flow of
technical information into local hands. These channels in some States are not
now available. This bill will provide an impetus to the States to set up these
channels. Specifically, I see the need for industrial seminars, workshops,
demonstrations, and extension courses.

While the above are lecture-student relationships, yet there are other services
in the reference area that should likewise be enlarged: Technical libraries, library
searches, reports, microfilms, and information centers.

Let us look at several industrial situations and observe what could be accom-
plished if the entire country were set up under this act.
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IMPROVE THE PRODUCT

To keep abreast of the market, each manufacturer must be constantly improving
his product. What we are now making is constantly being made obsolete or non-
competitive by advancing technologies. If the newer technologies are not made
available to our industries, our products and businesses will slowly die. Asan
example, vou and I have witnessed the advent of the stainless steel razor blade.
This would have caused a loss of business if Gillette had not aggressively attacked
the technical problems related to this innovation. So if & competitor makes an
improvement and we do not, then th competitor will gain an important com-
mereial advantage over us.

LOWER THE PRODUCT COST

Each aggressive manufacturer is striving not only for an improved produet, but
also for lower cost. Here I shall limit my diser n to the lowering of costs by
product design change or change in material, Iach element in the design of the
product must be studied to see if new and lower cost materials cannot be used.
If the product were & kitchen paring knife with the traditional wooden handle
riveted in place, we would consider whether the handle could not be changed to a
molded plastie handle. Will this handle warp in hot water? Will it be as sturdy
as the ones our mothersused? Will it sell?

Extensive knowledge of the plastic materials and vendors is necessary to assure
that the departure from the old to the new will be a reduction in cost without a
sacrifice of product quality or impairment of sales appeal. Here is an area where
experience of others who are experts is not only most helpful, but essential.

Further, it is recognized that when the costs are reduced, the product becomes
more available to more people and, thus, the unit volume will increase.

IMPROVED PROCESSES

Changes in the manufacturing processes can, likewise, make an important im-
provement in the product or a reduction in the cost or a reduetion in the manu-
facturing eyele. Consider a crude illustration: the painting of the final item.
How can this be done quicker? Are ovens required for baking to speed up the

manufacturing eyele, or can the product be air-dried? What new paint materials
and technology will provide a chance to use a new process? Shall we air-dry,
dip, or flow paint? What new modes of paint application are now developed
that are practical and applicable to our produet?

In this illustration, an industrywide workshop might be the best mode of con-
veying new solutions to old problems which are common to many companies.

NEW PRODUCTS

Some industries in their annual reports state that 30 to 50 percent of the pro-
duction they are now making were not on the market 20 y igo.  Our industries
likewise can conceive of new products and how to make them if the technical
climate is conducive toward such inventions. This elimate is achieved if the men
of the industry can be kept abreast of the latest technologies and of scientific
discoveries which they might apply toward new produets so that they might devise
such new items.

As seicnce advances, there are always new products coming into being. One
must become aware of those produets that fit into his own manufacturing or mar-
keting pattern, Here is a place where a university can early point ouf the need
for a new product to a specific manufacturer whose tools and skills fit this new items,

INDUSTRIES THAT ARE DYING

You have observed, personally, the death of many firms in your own area.

A textile firm, successful for 50 years, closed its doors because of antiquated
machines, low prices, foreign competitors, the public desire for materials other
than traditional woods, and higher labor costs. A papermaking plant closed
because the machinery was antiquated; the building was too small for new
machinery and the management misjudged the market.

If technical help had been available to the managements of either of these
firms eatlier, it is conceivable that they might not have closed their doors.
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NEW INDUSTRIES

In the general case, a small group of people had an idea for a new product or
service and started a company; but shortly thereafter, they had troubles which
were due to some of these we

(a) Too little financi

() Unbalanced, ln!lmmi managerial, or entrepreneurial talents. it is
recognized that if one eleme m is weak or missing, success is difficult to attain.

(¢) Unwise service or production (it did not meet a need).

(d) Immature use of funds and manpower.

(¢) Change in the ¢ '-|p|~titi\|- situation.

(f) Produet not fully developed.

(y) Bad unbalance of raw materials or parts.

(h) Marketing difficulties.

To help solve many of these difficulties, the new business had no one to turn to.
Private consulting service is not available to help them; because, usually, the
small firm has no funds to spend. However, as incipient new businesses, each
State should do all it can to get them through their early s and troubles,
Here free services from the campus should be made easily able to aid and
guide them.

SMALL INDUSTRIES

In the Commonwealih of Massachusetts are 8,800 small industries, and most
these are profitable. In this group, business good and increasing each v
Profit is fine, eash flow excellent and their aggressive management believes that
it is on top of the compet itive situation and that the pl has kept pace with
technical improvements in machines, proeesses, and materials,

But often this is not the case, for management in its prosperity has been too
smug and may have overlooked some aspects of the business; or in some instances,
they need technical help which they cannot find and are unable to hire. Let me
illustrate an imaginary case:

Parts of a product were glued fogether, The manufacturer depended on the
vendors of the adhesive to Ml;:pl\ that which would do the job best. However, to
his dismay he found that his competitor's product was better because of a superior
adhesive., To whom eould he turn to fm knowledge, in depth on adhesives, their
application, and use? Research to find a better adhesive would take too hm_u’, and
cost too much. However, if there were an adhesive expert available to recommend
a solution, their problem could be readily solved. Where is that expert to be
found?

Small businesses are the backbone of our economy. We must do all possible to
help them grow.

GOOD TECHNICAL CLIMATE

First, let me define “good technical climate.”” It is a small area where engi-
nee physicists and other technical people like to work because it presents
specific advantages to them:

(a) Further education. A good university with a top-grade college of
engineering is a logical center of this area. It must provide evening courses
leading perhaps to a doctor’s degree.

(b) Rapport with other engineers and tfechnical people. This gives a
stimulus between friends toward solution of problems and ereation of new
ideas or patents, These friends might not even be in the same companies.

(¢) Information eenters on new processes or materials,

(d) Research facilities over and beyond the scope of those in their own
company.

If there is such an area of good technical elimate, then this is likewise an ares
of stimulating technical growth; an area which does not lose its technical people;
an area pmdlwmg goods having a high technical content; and finally, an area of
high eeconomic growth.

Such an area, furthermore, will attract new industries and, likewise, will tend
to keep the present industries from moving away.

OTHER WORLD AREAS

Some areas of the world and some States have learned how to use the new tech-
nologies effectively. They provide most formidable competition to those areas
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where the use of technology is ‘the least. Some States already have modest
programs similar to that in this bill and some of these areas are already showing
goocl economic growth.

ECONOMIC BENEFITS

This act will be a stimulus on each State legislature so that manpower can be
made available to provide a proper channel of communication between the campus
and industry. This in turn will provide improvement in the product and service
s0 that the economie growth is advanced. As our product improves and our
costs are lowered, our world competitive position will be improved.

CONCLUBION

The University of Massachusetts has already recognized the technical problem
existing and has already committed some funds toward the end of helping the
industries and thus lift our economic level. We are willing to increase this
commitment.

As the designated spokesman for the University of Massachusetts on this act,
I ask for your active support of this bill. IFurther, as a man from industry and
from the faculty who has studied this act and its implications, I likewise ask your
passage of this act.

Mr. MacpoyaLp: Any questions of Mr. Maunder?

Thank you very much, sir.

Our next speaker is Chancellor John T. Caldwell, of North Carolina
State University, and I think he is accompanied by Dr. Brice Ratch-
ford, dean of the University Extension, University of Missouri.

Mr. CALpwELL. Yes, sir; and two other persons.

Mr. Macpoxaup. And Dr. J. Whitney Bunting, dean of the College
of Business Administration, University of Georgia.

Mr. CaroweLL. He is not here.

Mr. Macponarp. And Dr. Robert N. Faiman, dean of the College
of Technology, University of New Hampshire?

Mr. CanpweLL. Yes, sir; that’s right. And Dr. D. Mack Easton,
dean of the Extension Division of the University of Colorado.

Mr. MacpoxaLp. Doctor Easton is here?

Mr. CanpwerLL. Yes, sir.

Mr. Macponanp. Is Dr. Barton A. Westerlund here with you?

Mr. CarpwerL. No; he is not here this morning.

Mr. Macponarp. Would you all come forward. Is this going to be
a joint presentation?

Mr. Carpwern. Well, T am going to give the testimony and the
other gentlemen will join me in answering the difficult questions that
you may have. [Laughter.]

Mr. Macponarp. You certainly have very wonderful geographical
distribution.

Mr. CarpwerLL. Yes, we do, New Hampshire, North Carolina,
Missouri, and Colorado—that is pretty good.

Mr. Macponarp. Right. You are all very welcome here this
morning.

Mr. Carpwernn. And Mr. Chris Arnold, who is associate executive
ascistant for the Society of Land Grant Colleges, is also here.

Mr. Macpvoxarp. I would be happy to have him step up.

Mr. CaroweLrt. Thank you.
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STATEMENT OF CHANCELLOR JOHN T. CALDWELL, NORTH CARO-
LINA STATE UNIVERSITY; ACCOMPANIED BY DR. BRICE
RATCHFORD, DEAN OF THE UNIVERSITY EXTENSION, UNI-
VERSITY OF MISSOURI; DR. ROBERT N. FAIMAN, DEAN OF THE
COLLEGE OF TECHNOLOGY, UNIVERSITY OF NEW HAMPSHIRE;
DR. D. MACK EASTON, DEAN OF THE EXTENSION DIVISION OF
THE UNIVERSITY OF COLORADO; AND CHRIS ARNOLD, ASSO-
CIATE EXECUTIVE ASSISTANT FOR THE SOCIETY OF LAND
GRANT COLLEGES

Mr. Carpwernn. I am John T. Caldwell, chancellor of the North
Carolina State University at Raleich, N.C. I am here today to
present testimony on behalf of H.R. 3420, the Technical Services
Act of 1965, on behalf of the National Association of State Universities
and Land-Grant Colleges. This association has a membership of 97
major universities and colleges, at least one of which is located in
each State and in Puerto Rico. As of last fall the total membership,
all but two, being publicly controlled institutions, had a combined
enrollment of 1,400,000 students, which is about 28 percent of the
total enrollment in all American institutions of higher education.
At the graduate level we grant more than 55 percent of all doctoral
decrees.

The institutions I represent here today, Mr. Chairman, have for
many years been interested in and concerned about the type of
program that the Department of Commerce hopes to organize under
the Technical Services Act of 1965. We very much appreciate
therefore this opportunity to discuss with the members of this com-
mittee the proposed legislation.

Our interest in this type of program stems basically from the early
acceptance by America's ])uh}i(t universities of the ideal of faithful
service to the needs of their communities and the Nation. Itisin this
insistence on the ideal of service that we can understand Justin
Morrill’s inclusion of the word ‘“practical” and the famous phrase
that he wrote into the act of 1862 which established the land-grant
institutions over a hundred years ago:

* ¥ % ip order to promote the liberal and practical education of the industrial
classes in the several pursuits and professions of life.

The public universities were to be useful institutions, useful to the
peu;ple. to the States, and to the Nation.

That this concept of usefulness was to be extended beyond the
campus and the (-fnssai(- disciplines, that is the ivy curtain between
town and gown was to be torn down, was seen early in pioneering pro-
grams for agricultural research and extension. This priority was a
logical choice for a country in which some three-fourths of the people
were engaged in farming.

You will recall that the land-grant college act provided that there
should be in each State a university the main point of which was to
teach agriculture and the mechanical arts as we call them today.

The pioneering attempts of individual professors in individual
institutions were formalized on & national level in 1887 with the
passage of the Hatch Act for agricultural research and in 1914
with the passage of the Smith-Lever Act for agricultural extension.
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I do not need to dwell on the effect of these programs on the
economy and life of our country before this committee. By any
measure, they furnish one of the greatest success stories of all times.
Of all the details that eould be cited in support of this statement,
one seems to be able to summarize all the others by this particular
statement: our farm population today totals just about the same as
it did 100 years ago. In 1863 those farmers fed a population of a
little more than 30 million people. Today they feed about 180 mil-
lion—6 times as many—well enough to make weight control a
necessary naticnal preoccupation [laughter]. And I should add
“surpluses.”

Evaluated solely in the release of producted energies for other
pursuits, these programs surely add up to the best investment our
country has ever made. It also adds up to a measurable increase
in productive efficiency greater than that achieved in other areas of
the American economy.

The public institutions early attempted to extend these types of
programs and services to other important areas of the national
economy, and especially to those areas involving engineering and the
industrial arts, within the limits of the available resources.

By 1914, 12 of these institutions had established engineering ex-
periment stations and engineering extension services had been orga-
nized in many of them on an informal basis, as no funds were available.
In 1905, as a result of insistent requests from small manufacturers for
help, the first of several unsuccessful attempts to obtain Federal help
for such programs was made with the McKinley bill calling for engi-
neering experiment stations, following the pattern of the Hatch Act,
for the agricultural experiment stations.

Despite inadequate financing, these early attempts at the local
level, produced important results. Starting as early as 1804, a
ceramic industry was started in Ohio as a result of pioneering efforts
by Ohio State. North Carolina State achieved the same results a
few years later in North Carolina. Penn State had organized indus-
trial extension programs by 1907, including the public relations for
industrial employees and industrial economies for company officials.

Efforts to obtain Federal help continued through the Newlands bill
in 1915, the Smith-Howard bill in 1917, the MeNary bill in 1929, the
Arentz and Haugen bills in the 1930’s and bills by Representative
Green, Senator Mead, and others in the 1940’s. Throughout the
debates on these attempts, everyone agreed to the need, which was well
expressed in 1950 by H. Thomas Huﬁm\'eﬂ, then vice president, now
president of the Standard Pressed Steel Co., of Jenkintown, Pa. Mr.
Hallowell said:

Programs such as the ones offered by the land-grant colleges and universities
can help industry improve its competitive position by improving its ability to
produce * * * This ability to produce is industry’s one control of inflation.
and so on.

Despite the almost universal agreement of need, no action was taken
at the Federal level for reasons that had nothing to do with either
the need or the value of the legislation.

The success of the programs in agriculture does give some hint of
the progress that might have been made if one of them had been
enacted into law.
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There are several new factors intensifying the need for the Tech-
nical Services Act of 1965. It has been stated to you many times and
I do not need to dwell on it, but we should remember the great burst
of new knowledge that is coming forth from the enormous input of
Federal moneys into research in many areas of knowledge and not only
as a result of Federal effort but by some State effort. Dr. Calhoun
spoke of this earlier and very few of the results of the publicly sup-
ported research can be picked up and applied directly to an industry
or a company. There has to be a conversion process.

Second, American products must increasingly compete in domestic
and world markets with produets from foreign companies and we know
that West Germany, Japan and several other countries have a highly
advanced technological society and are spending large sums of money
to insure continued top technological performance. A very modest ex-
penditure in this country might have great results.

Thirdly, research and development have increasingly gone large-
scale. Big industries can do their own, or most of it, but small
industries cannot.

The universities are in a better position to take on this important
assignment than ever before. I say this of my own institution and
it is true of those all over the country. Over the years, the univer-
sities have gradually intensified their relationships with the profes-
sions and with industry and, at an increasing rate, in the last few years.
Most of our member institutions have continuing extension programs
in either engineering and technology or in business management, and
many have programs in both. All of our institutions have expressed
interest, and feel there is a need for sharply expanded extension pro-
grams in these fields and are ready to move forward as funds become
available. May I add that I think we work together very effectively,
but we would respond more specifically if you would like us to do so,
Mr. Chairman, to the question that you asked earlier of Mr. Calhoun.

The existing programs have yielded hundreds of examples showing
how entire industries and individual firms have been assisted in ex-
panding, solving problems and in increasing profits through educa-
tional programs. While the existing programs are accomplishing
much, they are seriously inadequate. They are inadequately sup-
ported and dependent upon fees.

The second difficulty with such programs is their uncertainty.

Uncertainty which stems from their uncertain financial basis. You
cannot employ top-level people, able people, to perform the services
with an inadequate budget. The Federal support, plus matching
local appropriations, would provide a solid basis for developing a
significant and meaningful program. We have several institutions
represented here today, Mr. Chairman, and you have already heard
examples of what can be done. We would be happy to expand on
this i} you like,

By virtue of the funds provided under this act being channeled
through colleges and universities, it is assured that the program will
be largely locally controlled. Within the broad framework of the act
as before you, colleges and universities which are qualified to partici-
pate are free to develop with the industry which is important in their
area programs of value and significance. The integrity of the institu-
tions is in no way impared or compromised. We looked for this
possible impairment in the legislation but we find that it is not there.
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Most universities have advisory committees for their several
extension programs. With our own industrial expansion program we
have an advisory committee of 15 persons with some rotating mem-
bership representing many segments of industry in North Carolina.
They meet quarterly to review what is going on and make suggestions
as to what is needed and where we could put our efforts the next year
and in general give us a review of our programs and some adyice.

The combination of university sovereignty, local advisory com-
mittees, and involvement of the industries in planning programs that
will affect them provide the necessary safeguards not unll_\_' for keeping
the program locally based and controlled, but also sound and in the
publie interest.

An effective educational program to increase the level of technology
will require people from several fields. In addition to different types
of technologists, management specialists must be fully involved and
this legislation recognizes that. Management of a firm may not
need to know the details of new technology, but it must understand
what it will do for the firm and the method of making use of the
technology at minimum cost and for maximum benefit.

The types of technological and management personnel needed
varies from industry to industry, and, obviously, can include many
different specialists. Our faculty does include many such different
specialists. Our faculty does include many such different specialists.
Increasingly faculty members have appointments which provide
for spending part time at teaching and part time at either organized
research or extension work, or both. These arrangements often vary
from year to year or may be changed even during the year. This
provides the flexibility within the university to assemble whatever
team of specialists is needed for a particular program for as long as
they are needed.

Now for some specific comments on the act, itself.

Representatives of our association, gentlemen, served on a task
force which was assembled by the Department of Commerce more
than 2 years ago to begin exploring the idea of this Technical Services
Act.

Our association has had its own committee for the last year and one
half to advise with the Department of Commerce on the design of this
program. Many of the suggestions which we have offered have been
included in the act. While no bill is ever entirely satisfactory to
one group, we think it is an excellent act and in the interest of the
national economy and the universities and should be passed.

There are several features in the act which have particular merit.
Tt is so written that all of the institutions of higher education which
have real competence to assist industry can participate in the program.
At the same time, it provides a framework for administration within
the State, which will avoid duplication and should pool the knowledge
resources of the State toward the common objective of improving
the level of technology of industry in the State. =

Another outstanding feature is permitting institutions in more than
one State to cooperate and have their allocation of funds increased
by 10 percent. This fits into the regional question which was spoken
about earlier. In many parts of the country it will be desirable for
institutions of higher education in two or more States to cooperate
and this act provides an excellent incentive for them to do so. As I
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see it, the word “region’ is used in two sections of the bill, in the
statement of purpose in the earlier part of if, in section No. 2, where
it defines the purposes of the act and technical services, is said to mean
activities or programs designed to enable businesses and industries to
acquire and to use seientific and engineering information more effec-
tively through such means as:

(1) Analyzing problems of regions and industries to determine new oppor-
tunities for applying teehnology and, (2) preparing and disseminating technieal
reporig, abstracts, computer tapes, microfilm, reviews and similar scientific or
engineering information, including the establishment of State or regional teehnical
information centers for this purpose.

-

Then it is used again over in section 7, “regional or interstate
programs’ and I assume that it is referring specifically to programs
that might serve the community like Kansas City which is in two
States served by Kansas State University and the University of
Missouri and so it might reach into other parts of the metropolitan
community. I find no real ambiguity in the use of the term.

While the majority of the funds will be allocated under a formula
to be developed by the Secretary of Commerce, 20 percent of the
total appropriation is reserved for the Secretary to make grants for
experimental and national programs.

This provides flexibility while at the same time providing a strong
continuing base of support for the colleges and universities, This is
gnml.

We urge you to pass this act and to fund it. The universities I
represent will continue to do all they can within the limits of their
resources, They ask your support for this program so they can
change this to read “within the limits of their competence with
adequate resources.”

Mr. Chairman, we are very pleased to respond to any questions
that you or any member of the committee may have.

Mr. Macponanp, Thank you very much, Chancellor., Actually, 1
say, without the usual protocol of complimenting witnesses which is
pro forma, this is an excellent statement and one that I have looked
forward to because it does set out the association position very clearly
and straightforwardly.

I just have a couple of questions and the first one is: Do you think
this program S]lllllltl be restricted just to land-grant colleges?

Mr. CaLpweLL, No, sir.

Mr. Macpoxanp. Why do you say that?

Mr. CaLpwern., Let me make sure that you and I understand each
other on this matter of land-grant colleges.

Mr. MacpoNaLp. Yes.

Mr. Carpwern. The bill as now written provides that these be
located in a university or, as an alternative—and 1 presume that this
means if the Governor or somebody at the State wants to present its
program on a different basis—then 1t would have to justify using some
other type of public agency, such as a nonprofit agency.

I think it ought to be in the universities. In the United States
we have in every State in the Union at least one State university and
at least one land-grant university in the technical sense of having
been established under the authority and the sections of the Land-
Grant College Act of 1862 and some of the States they are the one
and the same university. The University of Wisconsin, for example,
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is the State’s land-grant university. The University of Massachusetts
[ am reminded is the State’s land-grant university there although
MIT—

Mr. MacponaLp. Right, Harvard—incidentally, MIT is a land-
grant college I found out yesterday.

Mr. Carpwern. That’s right; it is a land-grant university, yes.

Mr. MacpoxaLp. But Harvard College University is not.

Mr. CarpweLL. No, not in the sense of this term ‘land-grant
university.”

The term ‘Jland-grant university” derives from the act of 1862
wherein the Coongress of the United States furnished to every State
30.000 acres of Federal land for every Senator and Representative it
then had entered in the Congress of the United States. If they had
two Senators and three Representatives then the State got 150,000
acres of land which they could sell at $1.25 per acre which they would
convert in a permanent endowment. [Laughter.]

Mr. MacoonaLp. I knew that the Congress had some good purpose.
[Laughter.]

Mr. Carpwerr. There was to be at least one college to teach
agriculture and the mechanical arts—this was the land-grant college
of 1862. There have been, historically, seminary grants in earlier
days through Federal funds and there was the Northwest Ordinance
of 1787 where there had been some Federal funds committed to
education.

Mr. MacpoxaLp. Yes, sir; but what I was concerned with was
whether you felt there should be research to land-grant colleges.

Mr. CarpweLL. No, sir.

Mr. Macpoxarp. Under this language—you do not?

Mr. CarpweLL. No, sir.  If you will look at it, you have two types
of institutions—under 2-b regarding the “designated” institutions,
meaning the institutional agency in each participating State which
has been designated as administrator of the program for each State
under section 2

Mr. MacponaLp. So as you read the bill, you say that is not so.

Mr. Carpwerr. No, sir. In Texas, for example, it could be
decided that the University of Texas was going to be the agent or
Texas A. & M. was going to be the agency.

Mr. Huor. The only restriction should be that it would have a
degree in engineering and a degree in business administ ration.

Mr. Carpwrrnn. It should include those, ves, qualified institutions.

Mr. Macponanp, Then I have been beating a dead horse because
I spoke for a day or so about just that.

My second question, and perhaps my last one, is on page S——

Mr. Carpwerr. May I just interrupt for a moment, Mr, Chairman,
before we leave that.

Mr. MacponaLp. Yes.

Mr. Carpwern. If you will read section 3 in this act it says that
any State which wishes to receive Federal payment under this act in
support of its existing or planned technical services and programs shall
designate under appropriate State laws and regulations an institution
or agency to administer and coordinate that program and to prepare
and submit plans and programs to the Secretary of Commerce for
approval under this act.
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Now, the institutional ageney designated by a State must be “a
State university” or “land-grant college entitled to the benefits under
the act approved July 2, 1962”"—they are not synonomous. This is
an either/or provision.

Mr. MacponaLp. And/or.

Mr. CavpwEerL. That is and/or. [Laughter.]

Mr. Macponarp. I see we have a lawyer present.

Mr. Cavpwern. Right, richt. But that decision would have to be
made within the State, as to whether it would go to one of the uni-
versities or the other. For example, take Oklahoma, where you have
Oklahoma State University and the University of Oklahoma and in
Mississippi you have Mississippi State and the University of Missis-
sippi. These are separate, and the decision would have to be made
at the State level, then submitted to the Secretary of Commerce as
to which one would be designated to administer these funds. I
assume that this would mean that it would be a local decision as long
as the institutions complied with the terms of the act, and the Secre-
tary of Commerce would be able to accept recommendations and in
fact obliged to do so.

Dean Rarcurorp. But there is a difference.

Mr. Macponarp. Would you identify yourself, please sir?

Dean Rarcarorp. Yes, I am C. Brice Ratchford, Dean of the
university extension, University of Missouri. A number of institu-
tions could be qualified and the qualified institution may get a larger
share of the money than the designated one. What I mean is this:
the only advantage the designated one would have would be that
they had to do the planning and for that they would get $25,000
which wouldn’t cover it. [Laughter.]

That would be to administer the planning and it would be either
public or private institution but any one qualified could participate
fully in the on-going program, any qualified institution.

The only advantage of the designated institution is that they are
going to have to take on a bigger responsibility for which they get
$25,000.

Mr. MacpoNaLp. And some very favorable publicity, no doubt.

Dean Rarcurorp. Well, that may be or maybe not. I think a
point was made on that recently.

Mr. CaLpwEeLL. And some control.

Dean Rarcurorp. The point that was made earlier in respect of
higher education institutions. I think somebody mentioned earlier
there is no difficulty in getting them to work together among the
academic people even though on football days it might not appear to
be that way but we do exchange students and semesters and professors.

Mr. Macpo~Narp. Yes, I understand that. It was also pointed out
yesterday, and I don’t know if any of you gentlemen were here, but
there has been some difficulty among some distinguished colleges in
and around the Boston area in regard to their medical program, and
they are having a great hassle which is in the front pages of the
Boston newspapers.

Mr. CALDWELL. Yes.

Mr. MacpoNarp. And T quote—as to control the Boston City
Hospital because Harvard University and Boston University and I
believe Turfs University

Mr. CarpweLL, Yes, Tufts.
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Mr. Macpoxarp (continuing). Use the facilities at the medical
school to train their medical students at the Boston City Hospital and
[ am ashamed to admit it but I know it is the fact, each one is vying for
position so that their own personal choice would be in charge of the
program and the other two schools would have to come under that
man who is designated to be in charge.

I thought that the language of this bill perhaps might lead to the
same situation. That is what I wanted to get your opinion on.

Dean Rarcurorp. There may be difficulties, but the alternative
universities getting together versus the State agency which is not
educationally oriented and does not have the competence in this
particular broad range that is needed, is the main pont and I think
if you presented these alternatives unanimously they would say:
“Let us work it out.”

Mr. Macnoxanp. Well, you mentioned, Dean, that the designated
institution receives only $25,000. Is that factual?

Dean Rarcarorp. That is in the bill for the designated agency.

Mr. Macponarp. Well, are there no fringe benefits that might
acerue?

Dean Rarcuarorp. No sir, no sir—that is the only fringe benefit.
The rest of it would be developing programs in the mstitutions that
are best equipped to handle it and then that would be on the basis of
merit but the only fringe benefit for the designated university would
be this one and, as I say, it would not cover the cost.

Mr. Macpoxanp., Well that brings me to the question that I was
going to ask you next, Chancellor.

Mr. CaLpweLL., Yes, sir?

Mr. MacponALD. You state on page 8 of your statement that you
think this is an excellent act, one that is in the interest of the national
economy, and that the universities would be benefited by it and that
it should be passed. I wonder how specifically this would help the
universities.

Mr. Carpwerr. Well, it helps the universities only in this sense,
if I may answer your question, Mr. Chairman. I think it helps uni-
versities only to do the job they have been trying to do. We respond
to a public need. Right now we have a program at our institution that
is an industrial extension service, un(i we are always straining to
help people to do their job. We need more funds and it would help
us to do the job. But really it doesn’t help the universities in perhaps
the sense you were thinking of. We want this to help the economy
which is what our efforts have been directed toward.

Mr. Macpovanp., Well, sir, I am just quoting your statements,
as vou understand.

Mr. Catowerr. Yes, I understand, I understand. And really
this is to help the economy and to help the coun ry which is the only
purpose of the universities, as a matter of fact. They are not self-
serving operations.

Mr. MacponaLp. I can only agree and ask if there are any other
questions. [Laughter.]

Mr. Hvor. I don’t have any questions but I would like to con-
gratulate Chancellor Caldwell and to express my appreciation and
Jleasure that the University of New Hampshire is so well represented
1ere today through Mr. Faiman.

50-474—65——86




STATE TECHNICAL SERVICES ACT OF 1965

When we are talking about regions I think the University of New
Hampshire probably stands out in its area and only recently the
Kelloge Foundation gave an amount of almost $2 million to the
University of New Hampshire as designated agency for continuing
education which is n matter of some credit for our university. '

Going back to the statement that was made earlier I eould only
regret the aspect of this weight control with which T am personally
involved. [Laughter.]

Mr. Macponarp, I was about to say that the university and
college which I attended is always being attacked for not being a
nonprofit, or rather being a self-serving institution in that everything
they own is tax free, and they own apartment houses and city blocks.

Mr. CarpweLL. Yes, sir.

Mr. Macponanp. This, of course, is in Beston, and they are
expanding in various fields, not necessarily always academic fields
in real estate as a matter of fact.

Mr. CALDWELL. Yes.

Mr. Macpoxvanp. They have been accused very often of being
self-serving, very self-serving.

Mr. CALbwELL. Yes.

Mr. Macponanp. Because they show a good large profit in their
operations, which I don’t suppose should be held against them.

Me. CanpwerLn, Oh no—certainly not.

Mr. Farnsuey. MIT, for the record is not a land-grant institution
in the sense that the witnesses used the term. It is unimportant,
but—

Mr. Macponarp, MIT is not unimportant. [Laughter.]

But I was told by the witnesses yesterday that it was a land-
grant college.

Mr. Canpwern. MIT was on of the founder members of our
association of land-grant colleges.

Mr. Farnstey. Then I must be mistaken.

Mr. CaLDWELL. Yes.

Mr. Fanrnseny. I understood that it was a land-grant college,
State land grant.

Mr. Carpwern, That is right.

Mr. Farxsuey. Well, can’t a State land-grant college join your
lodge? [Laughter.]

You just said MIT is a State land-grant college.

Mr. Cavowern. Well let me try to explain it—originally it was
Massachusetts itself that designated MIT to receive some of these
Federal funds to perform some of the job that is outlined in the Land
Grant Aet. It is the same as New York State—New York State
has never had a publicly supported land-grant university but they
contracted with Cornell to perform these functions.

Mr. Farysiey. MIT is not a Federal land grant, then—I don’t
know where I got that [laughter] but it belongs to your organization?

Mr. CAupwELL. Yes.

Mz, Farxsuey. Could an institution, that only has State land-
grant funds join your association?

Mr, CavpwerL. Let me say this——

My, Far~ysiey. Because I have got an applicant. [Laughter.]

Mr. CarpweLn, Our association has two groups of members: State-
supported universities, such as the University of Oklahoma and the
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University of Mississippi, then separate land-grant institutions that
were established under the 1862 act of Congress, such as North Caro-
lina State University, Oklahoma State University, Texas A, & M.
University and so on. In several States these are one and the same
institutions.

Now there ave only two mavericks in the whole group which were
designated by State legislatures at the outset to receive and to per-
form some of the land-grant functions contemplated by the 1862 act
and they are MIT and Cornell.

Mr. Farxsiey. But they didn’t get any of the Federal land?

Mr. CaLpweLL., No, sir; they got some of the funds and the pro-
ceeds from them which are held by the States themselves. They
did not receive the funds in the first place but were designated in-
stead to perform eertain functions.

Mr. Farxspey. Now, I know I should know what this bill means
and I realize that I should not be asking you about it, but if the
State designates them, what do you think that means?

Mr. Macpoxanp. If I could answer that, Mr. Farnsley

Mr. Farxsiey. Well, it could be anybody.

Mr. Macpoxarp. No; it couldn’t be anbody. They have to be
accredited.

Mr. Farnsiey. Where does it say that?

Mr. Macpoxarp. It says it in here.

Mr. Cazpwern. No, sir; it doesn’t say it. It doesn’t say they
have to be accredited and that is a little problem that I had with the
bill. as a matter of fact. We ought to get this cleared up.

Mr. Macponanp. Well, I would agree with you. Itis a very good
point.

Mr. CanpweLL. Would yvou allow Dean Ratchford to take care of
this one?

Mr. MacpoNALD. Yes.

Dean Rarcuarorp. A designated institution means also that it has
to be qualified.

Mr. MacponaLp. Which translated means “accredited.”

Mr. Farnsiey. Where does it say that?

Dean Rarcurorp. In the section, well—

Mr. CaLpweLn. No; it doesn’t say that; you say.

Mr. Macpoxarp. Page 3, section (b) states they have to be—-

Dean Rarcurorp. Yes.

Mr. MacponaLp. Yes; you have to relate it back from the other
section.

Dean Rarcurorp. Well, T think you have a significant point.
Some of us served on the task force that helped to develop this bill
and T know the intent all the way through was that a designated in-
stitution would be selected from among qualified institutions and the
qualified definition is quite tight.

Mr. Macponarp. If you will permit me because we have some
other witnesses, but I just feel we ought to clear this point up, because
[ think it is important. On page 3 it starts with section (b) and then
it goes down to (c) and it says:

“Qualified institution” means (1) an institution of higher learning with a
progrim leading to degrees in engineering or business administration which is
aceredited by a nationally recognized editing agency or 2 wtion to be
listed by the U.S. Commissioner of Education, or such an institution which
is listed separately after evaluation by the U.S. Commissioner of Education pur
suant to this subsection.
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So it just can’t be any one—you couldn’t invent a college to benefit
from thas.

Mr. Farxsrtey. You read the definition of “qualified institution”
Mzr. Chairman, but you didn’t read—and I am not fussing, I am your
friend [laughter] but you didn’t read all of it. It says, “If the Secre-
tary of Commerce will approve of it.”” And this could be lots of things.
I still want to know where it says a designated institution must also
be qualified.

Dean Rarcurorp, Mr. Chairman, I think I would agree with that
and 1 would suggest that one addition be made in paragraph (b);
namely, that the designated institution meet the qualifications of a
qualified institution,

Mr. Macponarp. Excuse me?

Dean Rarcurorp. Add to the (b) paragraph that a designated
institution meet the requirements of qualified institutions as spelled
out in section (c).

Mr. Farnstey. Well we all know that a qualified institution would
be any nonprofit organization that the State and the Secretary of
Clommerce is willing to approve of.

Dean Rarcarorp, This is handled in paragraph (d) on page 4.

Mr. Macpoxanp. That’s right, but it goes back over now to the
other section and it says exactly what you said should be said.

Dean Rarcarorp. That's right. I know we meant for it to be
there.

Mr. Farysrey. Well, what does it say?

Mr. Macponawp. Well, if you will look at page 4.

Mr. Farxsuey, All right.

Mr. Macponanp., Under the section there for plans and programs,
and T don’t know if it is necessary to read it into the record but I
suppose it would do no harm. It says:

Section 3. Any State which wishes to receive Federal payments under this act
in support of its existing or planned technical services program shall designate,
under appropriate State laws and regulations, an institution or ageney to adminis-
ter and coordinate that program and to prepare and submit plans and programs
to the Secretary of Commerce for approval under this act. If the institution or
agency designated by such State is not a State university or land-grant college en-
titled to benefits under the act approved July 2, 1862, or the act of August 30,
1890, and acts amendatory and supplementary thereto, the Governor or other
competent State authority shall furnish the Secretary a written statement of his
reasons for designating such other institution or agency.

And then you go from section 4 as to why it is an accredited
institution.

Mr. CaLpweLL. Section 2-b has a little phrase in there which de-
fines participating institutions as meaning “the institution or agency
in each participating State, which has been designated as adminis-
trator of the program for such State under section 3 of this act.”

Mr. Farnsiuey. Well, that is what I want to see. Where is that
piece, sir?

Mr. CarpweLL. This is section 2, subsection b and it is on page 3,

Mpr. Farnstey. That is the participating State, though.

Mr. Macoonanp. Well, participating institution means each quali-
fied institution in the State which participates in the administration
or execution of State technical service programs as provided for by
the act.

Mr. CavpweLn. That's right.
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Mr. Farvsuey. But the only thing you have to do about that is,
if the State wants it, write a letter.

Mr. MacpoNaLp. No, it says “qualified.” Maybe we ought to
take this up in executive session.

Mr. CaLpweLL. It ought to be cleared up a little more, Mr.
Chairman, in my opinion.

Mr. MacpoNaLD. Yes.

Mr. Farnsuey. Well, what do you think it means now?

Mr. Catowerr, Well, T think it is intended to mean that the
designated institution must be a qualified institution in order to partici-
pate as an administering agency or part icipating agency.

Mr. Farnsiey. But qualified could be———

Mr. CarpweLn. I think it should be made a little more explicit.

Mr. Farnsuey. A qualified institution could be any institution
that the Commissioner of Education is willing to certify.

Mr. Macponanp., Oh no, if you will permit me, Mr. Farnsley——

Mr, Farxstey. I will.  You are the chairman. [Laughter.]

Mr. Macponarp. If you will yield, the fact of the matter is that
it has to be, as we discussed with the gentleman from Texas, it has to
be aceredited by either an engineering society which I have forgotten
the name of——

Mr. Carpwern, The Engineers Council for Professional Develop-
ment.

Mr. MacponaLp. Yes, or the Business Administration Society.

Mr, FarnsLuEY. You are talking about designated institutions.

Mr. MacpoNaLp. Yes.

Mr. Farxsiry. But if the Governor writes a letter to the Secretary
saying that he wants an institution designated you never could reject
his note and I don’t eare what it is the law says.

Mr. MacponaLp. I think a Federal commissioner could reject his
note.

Mr. Farnstey. Well it doesn’t say so. It says if there is no
accredited agency then the Governor or other competent State author-
ity shall furnish the Secretary a written statement with his reasons for
designating such other institutional agency.

Mr. MacponaLp, I am sure that that would never happen in
Kentucky.

Mr. Farnsuey. Oh, yes, it would. We have got something called
Spindletop where anything is likely to happen. [Laughter.]

Go ahead.

Mr. Macpoxarp. Well, thank you very much for coming.

Mr. Carpwern. Thank you very much, Mr. Chairman.

Mr. MacpoxaLp. We appreciate your testimony.

Now, gentlemen, the House is in session and I know that many of
you people have come from great distances to_testify before this
committee, but under the rules of the House we should not be sitting
here when the House is in session without the permission of the House.

Therefore, I am going to ask if it is possible for Dr. Westerlund or
Dr. Wetner or Mr. Hostetler to come back tomorrow morning?

Mr. HosterLer. 1 will be unable to appear but I would like my
statement to be incorporated into the record as if it were read.

Mr. MAcpoNALD. Yes, certainly. You are representing the New
England Council for Economic Research and Development?

Mr. HosteTLER. Yes, Mr. Chairman.
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Mr. Macponanp. Thank you very much. Your statement will be
incorporated as part of the record.

Mr. Hosreriuer., Thank you.

Mr. WesterLunp, Mr. Chairman, I shall be unable to appear in
the morning, perhaps, but I would have one of my associates represent
me.

Mr. Macpoxarp, That would be perfectly satisfactory. With
that understanding then we will adjourn until tomorrow morning in
this room at 10 o’clock.

(Whereupon, at 12:10 p.m., the committee was recessed, to recon-
vene at 10 a.m., Thursday, June 3, 1965.)
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THURSDAY, JUNE 3, 1965

HouseE oF REPRESENTATIVES,
SuscomMITTEE 0N COMMERCE AND FINANCE OF THE
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 2218,
Rayburn House Office Building, the Honorable Torbert H.
Maedonald, chairman of the subcommittee, presiding.

Mr. MacponxaLp. The hearing will be in order.

Our first witness this morning will be our colleague from Georgia,
the Honorable James A. Mackay.

STATEMENT OF HON. JAMES A. MACKAY, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF GEORGIA, PRESENTING
STATEMENT OF J. WHITNEY BUNTING, DEAN, COLLEGE OF
BUSINESS ADMINISTRATION AND GRADUATE SCHOOL OF
BUSINESS ADMINISTRATION, UNIVERSITY OF GEORGIA

Mr. Mackay. Mr. Chairman and members of the committee,
Dr. J. Whitney Bunting, dean of the College of Business Adminis-
tration and Graduate School of Business Administration of the
University of Georgia in Athens, Ga., asked me if 1 wotld present
his statement to your committee on behalf of the American Associa-
tion of Collegiate Schools of Business and the Division of Business
Administration of the National Association of State Universities
and Land-Grant Colleges. I have gone over this testimony with him
and T would like to associate myself with the views that are expressed
therein because although the University of Georgia is not ocated
in my district, Emory University with a very strong school of busi-
ness administration is situated therein. It is a brief statement and
I would like to read it.

Mr. MacponaLp. Very well.

Mr. Mackay. Mr. Chairman and members of the committee, my
name is J. Whitney Bunting and I am dean of both the College of
Business Administration and the Graduate School of Business Admin-
istration of the University of Georgia. I am appearing before you in
the capacity of chairman, committee on I'"edem[l legislation, American
Association of Collegiate Schools of Business; vice chairman, Division
of Business Administration, National Association of State Universities
and Land-Grant Colleges; and as a member of the subcommittee on
legislation of the latter body. These two groups include in their
membership the leading schools of business administration at the
college and university level, both public and private. The member-
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ship of the American Association of Collegiate Schools of Business is
currently 117 institutions fully accredited and performing quality
education for business. The National Association of State Universi-
ties and Land-Grant Colleges includes 97 publicly supported insti-
tutions with either colleges of business administration (or departments
or divisions) included in its division of business administration,
Statisties indicate that approximately 20 percent of all students
pursuing higher education in the United States are enrolled in the
field of business administration. Moreover, the faculties of business
administration in these colleges and universities comprise the largest
source of talent to carry out the goals and objectives of the State
Technical Services Act. Through teaching, research, and consultation,
these faculty members provide a tremendous resource for economic
and business development in the areas of service which each purports
to cover,

Although T should like to suggest, on behalf of my colleagues, one
very important change or modification of proposed H.R. 3420, I wish
to emphasize quite vigorously our support of the passage of this bill.
We believe that the future economic and business development of the
Nation, its States, regions, and communities is dependent in large
part upon our ability to place in the hands of businessmen the great
body of knowledge that is constantly being developed through re-
search into economic and business operations. Moreover, much of
this new knowledge must be analyzed and adpated for the use of the
many diversified types of business institutions. This requires inter-
pretation and application that can best be provided by the personnel
in our collegiate schools of business in this country.

American business and industry is today a complex and dynamic
process. Moreover, other nations of the world are also making great
strides in business know-how and techniques, thus creating a degree
of competition in world markets that will become inereasingly heavy
as the years go by. Many of our business firms must have firsthand
knowledge of this new methodology if they are to succeed and prosper.
Yet much of this new knowledge is locked away where it can do no
economie good.

Millions of dollars of research moneyis being provided by the
Federal Government to support space era growth and development.
Much of the results of these research projects constitutes knowledge
and information that could be tremendously useful to our business
society when it can be placed in the proper hands with proper advice
and assistance. The State Technical Services Act does provide a
mechanism through which this knowledge can flow into the national
business economy, thus serving as a strong force for rapid economic
advancement and development. Our Nation cannot afford to place
any roadblocks in the pathway of new knowledge into the business
enterprise,

The schools and colleges of business administration which I would
represent would respectfully suggest a broadening of the wording of
H.R. 3420 so that it will more nearly represent a solution to national
economic need. It is true that the act does specify that a qualified
institution in the terms of the act should have an accredited college
of business administration. However, much of the remainder of
the act seems directed to the schools of engineering and, perhaps,
engineering extension. We feel this to be a serious error.
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Perhaps a major difficulty is the titling of the measure, “State
Technical Services Act.” Public connotation of the term “technical”
immediately restricts activity to the area of science and engineering.
It is true that such information is a vital part of any program of in-
formational aid to business. Yet this is not the only area of potential
informational support needed, nor is it even the major area. Practi-
cally every business process today is technical in nature, whether it
be accounting, finance, management, marketing, or even labor rela-
tions. The application of scientific methods, procedures, and equip-
ment to the solution of business problems and to aid in the develop-
ment of the economic process is a matter of fact, now. It seems to
the colleges of business that this has not been properly recognized
in the bill currently before this committee, H.R. 3420. For example,
a new mechanized technique in accounting provided to an industry
or business is truly a “technical service.” The application of com-
puters to management decision-making is a “technical service.”
The application of new knowledge reached through research in
the behavioral sciences is a “technical service.” Even the de-
velopment of ethical conduet in business situations could be a “tech-
nical service.” Yet the wording of the proposed act before you does
not offer strong evidence that these areas should be construed as
technical services. We respectfully suggest that the House Committee
on Interstate and Foreign Commerce give additional consideration
to this matter.

We further suggest added recognition to the role of the colleges of
business administration in the implementation and administration of
the program. As indicated earlier in this testimony, the faculties of
the colleges and universities engaged in higher education for business
provide the greatest reservoirs of talent to apply technical services
i the broadest possible sense to the solution of business problems.
They have a history of strong interest in economic development in
all areas of this Nation and it is their wish to continue this tradition.

If H.R. 3420 is passed and becomes the law of the land, we foresee
no other successful possibility for the objectives of the act than by the
full and complete utilization of the colleges of business administration
along with other academic areas of our universities such as engineering,
extension, agriculture, and arts and sciences.

May I reemphasize, on behalf of the associations that I represent,
that we are strongly in accord with the goals and objectives of H.R.
3420. We believe it can have meaningful implication for the future
development of our economy. We feel that the plan to make avail-
able “technical services” to business and industry is long overdue.
But we respectfully ask that the committee consider most seriously:

1. A more detailed statement or definition of technical services
to include all advances of knowledge related to business practice;
and,

2. A more specific inclusion of the role that colleges of business
administration must play in the proper implementation of the act.

Mr. Macpoxarp. Thank you very much, Mr. Mackay.

Are there any questions?

Mr. Harris. I think probably it should be pointed out, as I under-
stand this to be, that it does include business administration along

with engineering.
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Mr. Mackay. I think he makes that point, Mr. Chairman, in the
front of the act but apparently he has some fear that too narrow a
construction would be placed on it. As I understand his testimony,
he wishes the language to be not capable of the restrictive construe-
tion.

Mr. Harris, Did he overlook the definition of what a qualified
institution is?

Mr. Mackay. I did not understand that from his testimony.
But he mentioned in the latter part of the act that he thought it should
be expanded and broadened and also the definition of the technical
services.

Mr. Harris. Technical services according to the definition means
activities or programs designed to t'tl.dill" business and industries
to acquire and use scientific and engineering information more effec-
tively through such means as, and it goes ahead and describes what is
provided— even industrial workshops, seminars, and training pro-
grams. Then it provides for a “qualified institution,” which would
participate, means one of higher learning with a program leading to
degrees in engineering and business administration. [ really call this
to your attention in order that it might get into the record.

Mr. Mackay. I think that may be the reason for the testimony,
to be sure that the legislative history shows that it is the intent of the
committee that this broad interpretation be applied.

Mr. Harris. Actually Iﬂl'll[‘hﬂi!](‘l’l somewhat the other day to
the Secretary that the w ]iulv bill was too general and too broad. What
we need to do is to get it down in more prec ise terms so we would
know just what would develop. 1 think there is a lot of merit to it
and it should be developed on the basis that the Congress as well as
the institutions and business industry and everyone else would know
what it will do.

Mr. Mackay. I feel the illustrations Dean Bunting has given are
very helpful in pointing out the variety of technical services. He was
very sorry that he could not be here personally,

I have enjoyed sitting in for a Ph. D.

Mr. Harris. Thank you, Doctor.

Mr. MacponaLp. Mr. Farnsley.

Mr. Farxsuey. [ agree thoroughly that it ought to be clear. I
think your statement says that the social sciences ought to be allowed
to help in this and the behavioral sciences. I believe this very
strongly. I believe that any accredited college or university ought
to have a chance to help, because the psychology department, soc mlow\
department, and economics department often can contribute as much
as the engineering or school of business.

Mr. Macooxanp. Thank vou, sir.

Mr. Mackay. Thank you.

Mr. Macponarp. The next witness is our colleague on the full
committee, the Honorable J. J. Pickle of Texas. Mr, Pickle, welcome
to the subcommittee. We will be glad to hear you at this time.

STATEMENT OF HON. J. J. PICKLE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TEXAS

Mr. Piokni. Mr. Chairman, I appreciate this opportunity to
appear before this committee today in support of a vital measure w hich
in my opinion, would help coordinate the dissemination of business
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and scientific data to interested business and governmental agencies.

H.R. 3420 is a bill designed to place the findings of science into the
hands of American enterprise more effectively and efficiently. Tt
seems that this bill would provide vital clearinghouses for the compila-
tion and distribution of significant research data that our free enter-
prise system is constantnly demanding.

As T see it, this bill would in no way create competition within the
business world, or competition between free enterprise and Govern-
ment. Rather, it would achieve a more effective application of the
findings of scientific research, and thereby improve our Nation’s
competitive position in world markets.

This proposal eould mean much to my State of Texas. For example,
the University of Texas is a rapidly growing research center and is
constantly engaged in valuable scientific studies. If efficiently
assembled and compiled in a research center or clearinghouse—as
provided for in this bill—these findings could be disseminated through-
out our State for the use and benefit of all segments of our economy.

Although I haven’t had an opportunity to hear all of the testimony
on this bill, I consider the proposal a generally good and sound
approach—particularly to the problem of coordinating the dissemina-
tion of scientific and business research data to all concerned.

Mr. MacpoxaLp. The next witness is our colleague from Georgia,
the Honorable Robert G. Stephens, Jr. Mr. Stephens, we are happy
to have you appear today.

STATEMENT OF HON. ROBERT G. STEPHENS, JR., A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF GEORGIA

Mr. Srepuexs. It is a condition of modern times that no nation
can hope to achieve a steady rate of growth in its economy without
having available the resources of science and technology. This pre-
requisite applies to the various regions of the world. It is true of
individual nations, and it is true of all the States in America.

Research and development must be full supported. Education
must prepare young people for the constantly changing needs of the
society. There must be a climate in which technological change can
come about with the least displacement and the broadest benefits.

Basic to an effective relationship between science and the economy,
however, is the mechanism for putting the results of science into the
hands of those who can put the new T{nnwlmlge to practical use.

Recognizing that new scientific information does not get put to use
automatically or quickly by local industries, many of our States are
trying to stimulate their economic growth by developing cooperative
programs between industries and universities to bring about the
practical use of science. I am pleased to be able to say that the State
of Georgia has been among the leaders in this effort.

Not all of the States, however, have had the resources, either
financial or institutional, to set up adequate programs. KEven the
more successful States are not able to support programs which optimize
their capabilities. The proposed State Technical Services Act of
1065 is intended to supplement local funding, by means of matching
orants to the States, thereby further stimmlating and enabline the
development of effective programs in all of the States.
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I believe that the program envisaged in this bill is one that our
States ean support. 1t is not a Federal program run in Washington.
Instead, it stresses initiative on the part of each of the States. It
stresses the development within each of the States of a long-range
plan for stimulating business and industrial growth by exploiting local
resources. It would provide for and encourage the diversity among
State programs which reflects the diversity of the States themselves.

Gentlemen, those of us in Georgia know the benefits to be derived
from the proposed program. 1 urge that this bill, the proposed State
Technical Services Act of 1965, be enacted into law.

Mr. Macpoxarp. Mr. Stephens, we thank you for your appearance
and testimony.

Mr. Srepaens.  Thank you, Mr. Chairman.

Mr. Macpoxap, Dr. Barton A. Westerlund, director of the Re-
search and Extension Center, University of Arkansas.

Mr. Harris. Mr. Chairman, I would like to say that Dr. Wester-
lund is here representing the University of Arkansas, our land-grant
school in our State, that is very much interested in this program.

Dr. Mullins made a statement recently on the need for some such
program of this kind. I had the privilege of being present and listen-
ing to his dissertation on the subject. Dr. Westerlund is a former
resident of Florida Business Research, Ine. I am sorry our col-
eague, Mr. Rogers of Florida, is not here to join in welcoming Dr.
Westerlund to the committee.

He formerly taught at the University of Arkansas, having received
his Ph. D. degree from that institution, and is presently associate
director of the University of Arkansas Industrial Research and Ex-
tension Center, which is a part of the College of Business Administra-
tion, I believe, of the University of Arkansas.

Dr. Westerlund is here to give his views out of the experience he
has had as to the importance of this program.

STATEMENT OF BARTON A. WESTERLUND, PH. D., ASSOCIATE
DIRECTOR, INDUSTRIAL RESEARCH AND EXTENSION CENTER,
UNIVERSITY OF ARKANSAS

Mr. WesTeErLUND., Thank you, Mr. Chairman.

Mr. Chairman and members of the committee, I am Barton
Westerlund, associate director of the University of Arkansas Indus-
trial Research and Extension Center, a part of the College of Business
Administration.

I am offering a statement concerning the College of Business
Administration’s point of view regarding the importance of S. 949
and H.R. 3420 to the development of Arkansas and, of course, the
Nation.

The State of Arkansas has made considerable economic progress in
recent years. In the 4 years, 1959-63, Arkansans increased their
total personal income a phenomenal 26.5 percent. The major impetus
to this truly great increase has been the rise in the wages and salaries
paid by business.

However, Arkansas, as a result of her late emergence as an industrial
State, continues to have a low per capita income relative to the Nation.
In 1963 the Arkansas per capita income was $1,607, or 65.6 percent of
the national per capita income of $2,449.
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Perhaps since the family is the typical consumption unit, Arkansas's
economic status is more adequately portrayed by family income. 1In
1959 the census reported there were 42 counties in which the median
family income wns][rm& than $3,000 annually. At that time the median
family income for the Nation was $5,657 and $3,184 for Arkansas.

Even though Arkansas has progressed greatly in recent years, and
new businesses have been organized—some have been brought into the
State—there has been an employment loss due to inefficiencies of
existing businesses. A great boost to the economy would oceur if
we could prevent further employment losses in existing businesses.

A partial answer to avoiding further employment decreases is to
bring sound managerial advice as well as technological knowledge to
these firms. Often the problem is not lack of technical skill but
rather lack of business skill; for example, in the marketing of products
and in the financing of the firm.

Arkansas can accelerate its economic growth if local businesses
orow and prosper. Among the most important requirements for
successful business growth is the need to develop and inform manage-
ment. Management development can be achieved through a com-
bination of formal education, short courses, and counseling services.

The need for expert guidance in today’s complicated business
problems has become increasingly apparent. Large-scale business
has been able to obtain the advice of various types of experts as the
need arises. Many small businessmen are unable to obtain such
services, however, or being unfamiliar with advantages obtained
from such services, are reluctant to seek advice. Therefore, public
agencies can serve as a means of introducing the small businessmen
to the use of outside assistance.

Our State has pioneered in this field. The University of Arkansas
established the industrial research and extension center, a part of the
College of Business Administration, in 1955, at the same time the
general assembly established the Arkansas Industrial Development
Commission. The industrial research and extension center’s objec-
tives are (1) to assist the Arkansas Industrial Development Com-
mission and other development agencies by providing an organization
with a wide background of research and technical skills; (2) to provide
local development groups and communities with advisory services,
research :m({ assistance on technical problems; and (3) to provide a
coordinating agency within the university structure for economic
research and management training programs.

The industrial research and extension center has engaged in several
types of extension services during the past decade. It has provided
a limited counseling service to small businessmen throughout its
history. It has also offered a variety of management education
programs and, together with other organizations, has provided formal
management counseling services.

Its first experience in the latter field was a jointly sponsored program
with the Arkansas State Chamber of Comimerce, which in 1958 re-
sulted in a published report entitled “Helping Arkansas Manufac-
turers Expand.”

Dr. Winston C. Beard refers to this report in deseribing the program
as follows:

“The limitations of management itself are the chief problems of small manu-
facturers as viewed by bankers and outside observers.” This conclusion was
reached after case studies of 22 small manufacturing firms in a reecent joint study
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by the Arkansas State Chamber of Commerce and the University of Arkansas’s
Industrinl Research- and Extension Center. Far overshadowing the financia
handiecaps of these firms, most of which had been selected as having promising
expansion potentials, were four management limitations. Three concerned the
training, staffing, and suceession of management within the firm. TheXMourth,
and major limitation, was the failure to seek and use outside advice!

Under the provisions of the Small Business Administration grant
programs in 1959 and 1960, the Industrial Research and Extension
Center, together with three other agencies—Arkansas Industrial
Development Commission, First Arkansas Development & Finance
Corp., and the Arkansas State Chamber of Commerce—conducted
counseling programs for Arkansas businesses. The objective of this
program was to determine the most effective means of counseling
small firms. Experiments were conducted in mass counseling and
individual counseling. Mass counseling or conferences are both
useful and feasible according to this study. Forty companies received
counseling by means of three “clinics,” and 80 percent of the partici-
pants appreciated the value of the information presented to them and
e.\'prcsasecl a desire to attend additional seminars on subjects pertinent
to their industries. The individual advisory services were limited
and brief, usually involving between 2 and 5 man-days of time for
a preliminary visit and a specific consulting service. The cost usually
was between $200 and $1,000.

Various types of consultants were used. In the followup study
management firms receiving the consulting services were asked their
opinion concerning the usefulness of this type of service. The pre-
ponderance of opinion was that these advisory services were of real
value to their operations. In 1963 managers of two of the firms
receiving this advice were designated “outstanding small businessmen”
by the President of the United States.

Because of the industrial research and extension center’'s unique
qualifications of personnel and experience, the university, with the
concurrence of the commission on coordination of higher educational
finance, and on the recommendation of the Arkansas Economic Ex-
pansion Study Commission, asked the legislative council and the
Arkansas General Assembly to provide funds for the expansion of the
business extension and technical services division of the industrial
research and extension center. A modest appropriation was granted
for the next biennium with the intent that additional funds might be
obtained from the Federal Government under the proposed Technical
Services Act.

In Arkansas major benefits from H.R. 3420 and S. 949 will come
from the application of modern techniques of accounting, marketing,
financing, production management and personnel management to the
problems of the relatively small Arkansas business concerns in_ all
fields of business. This includes retailing, banking, manufacturing,
and the service businesses such as those that serve the tourist industry.
Of course, manufacturing firms and some other businesses will benefit
from new scientific and engineering technology that will be made
available under the proposed Technical Services Act.

We think the industrial research and extension center should have a
minimum of six regional offices staffed with appropriate management
and technical advisers to serve business under the State Technical

1% An Experiment in Advising Small Manufacturers”” by Winston C. Beard (assistant professor of finance,

the University of Texas, formerly on the stafl of the University of Arkansas Industrial Research and Ex-
tension Center), p. 1.
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Services Act of 1965. Economic studies of the major industries of
each region will need to be made and case studies of representative
business firms of each type of business in each region will be needed
to determine the nature of the problems facing these business concerns.

The economic and case studies will furnish the teaching materials
needed for management seminars and workshops. In addition, by
the use of members of the staff and consultants the industrial research
and extension center hopes to bring a number of representative busi-
ness firms in the \‘nrinus&inr'r-‘ of business up to a high level of efficiency
so that they could be used as demonstration centers for the partici-
pants of the management seminars and workshops.

In summary, S. 949 and H.R. 3420 will make it possible for Arkansas
to have a complete and effective program that will create more jobs
at higher wages. It will fill the gap in our present program which
practically ignores the problems nl] the business concerns already
operating in Arkansas—mostly home-owned business concerns. The
thousands of small business concerns which dominate the Arkansas
economy are desperately in need of the benefits that latest develop-
ments in business and science can contribute.

I might add that in Arkansas this act has the support of the
Arkansas Bankers Association and the State chamber of commerce.

I should like to make one further comment. We have the support
for this legislation from groups such as the State chamber of commerce
and the Arkansas Bankers Association. In addition, I would like to
offer to the committee these two studies to which T referred concerning
the counseling techniques used under the SBA programs.

Mr. MacponaLp. They will be included.

Mr. Harris. Observing that they are pamphlets, they might be
included in the files of the committee. Let the committee determine
if it would be appropriate for them to be included in the record.
Otherwise, let them remain for the information of the committee
in the files.

Mr. MacponaLp. Very well. Thank you, Doctor. T want to
congratulate you on your statement and also point out a fact that T am
sure you know.

Our distinguished and beloved chairman of the full committee is
from Arkansas and certainly Arkansas could not have somebody here
in the Congress who protects the interest of Arkansas to my very
personal knowledge better than the chairman of our full committee.

1 am sure your words and your support of this bill will be very
carefully noted by our chairman.

Mr. WesTerLUND. 1 appreciate those remarks, Mr. Chairman. I
do want to mention that all of us in Arkansas do appreciate Mr.
Harris® efforts in this regard.

Mr. MacponaLp. You are very wise to do so.

Mr. Currin. May I ask a question, Mr. Chairman?

Doctor, have you estimated how much you would need from the
Federal Government each vear to carry out the purposes of this act
as vou outline in your statement.

My, WesterLunp. This is rather difficult to say. The State
appropriated a modest sum, I think $54,000 for the first year operation
and $56,000 for the second, with the idea of beginning & pilot program,
because we feel, of course, that we cannot go into a full-blown program
immediately. We have to have some further experience and we
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expect within a matter of 2 years to have a much larger program if it
proves feasible. I would like to point out to you that we believe
that the industrial research and extension center will have to broaden
some of its professional talent. We need to obtain the services of
other people from other colleges and the graduate institute of tech-
nology within the university. This would be a coordinated university
program as far as we are concerned,

Second, we would expeet to use outside consultants. We foresee
that this would be a method of actually inereasing the use of consul-
tants because we could only isolate the problems and perhaps demon-
strate what might be done and [rom then on the best interests of the
businessmen would be served by using private consultants,

Mr. Curtin. But you are not able to put a dollar mark on how
much you would ask of the Federal Government to accomplish this.

Mr. WesrerLunp., We would hopefully expect to receive matching
funds, possibly to the same amount that we have appropriated from
the State legislature for this purpose in the early stages of the pro-
oram. [ have examined various copies of the bill throughout its
progress as it evolved and realize there have been various suggestions
as to the amount of money. Not really fully anticipating Federal
participation we had thought our programs would require a million
dollars a vear in order to do this job effectively in a State such as
Arkansas, but this could not be accomplished immediately.

Mr. CurtTin. You mean a million t]u”all'ﬁ from Arkansas and a
million dollars from the Federal Government or a total of the million
dollars?

Mr. Westerrunp. A total of a million dollars is an estimate of
what it would be in 5 years. That is some time ago and perhaps we
would revise our estimates now.

Mr. Curmin. Thank you.

Mr. Harris. As a matter of fact, you would be limited by the
amounts available from the State.

Mr. WestErLUND. That is right.

Mr. Harris. If it were available now then the maximum under the
action of the State legislature would be $54,000.

Mr. WesteErLunDp. That is right.

Mr. Hagrris. From the Federal Government. You would be
guided, of course, by the limitations placed on you as to the availa-
bility of local funds.

Mr. WesterLunp., That is right. There has been some discussion
whether or not there should be some fees paid by businesses taking
part in courses and that type of thing.There have been a number of
points of view on this. There are a number of different plans in
operation today in the various States,

Mr. Harris. Would your center be the agency that would develop
the plans under the proposed bill?

.\Ln WesterLuxD. I should imagine it would.

Mur. Harris. Or would the AIDC be the organization?

Mr. WesrerLuxp., No; 1 am sure it would be within the university
structure.

As 1 mentioned to vou before, Mr. Harris, this would be an overall
university program and we would involve personnel from other col-
leges as well as the university under the terms of the act.




STATE TECHNICAL SERVICES ACT OF 1965 93

Mr. Harris. I do not believe we have another institution in our
State that offers courses in engineering and business administration.

Mr. WesrerLuxp. They do in business administration, sir, but
they do not have a college of business administration, as such.

Mr. Harris. But they do not in engineering.

Mr. WesrerLunp. The first 2 years, but not a full course. So,
most likely if there is any institution of higher learning designated, the
University of Arkansas would be so designated.

Myr. Harris. Thank you, sir.

Mr. Macponaup, Mr. Farnsley.

Mr. Farnsney. It has long seemed to me unfair that there was not
a service available to businessmen that parallels the service available
to the farmer, such as the research in the State or land-grant univer-
sities with the county agent to channel that knowledge to the farmer.
Is the service that you f:unhh one that is parallel to that?

Mr. WESTERLUND. It is somewhat parallel but much more limited
financially.

Mr. FarnsLey. If you had the money it is the same principle.

Mr. WesterLuunp. That is right.

Mr. FarnsLey. How much engineering do you need?

Mr. WesterLuNDp. This is something we really do not know as yet.
We have had chemiecal engineers, mechanical engineers, and water
geologists and other people on our staff at various times. In addition
to that we have drawn on the staff of the college of engineering.

Mr. Farnsuey. Is there any doubt in your mind that the schools
of business administration should be the eaptain of the team and call
on the necessary technicians from engineering and from social and
behavioral sciences?

I do not want to lead the witness. [ want to know what you think
about it. Who should be the captain of the team?

Mr. WesterLunp., That is a very difficult question. I really
believe that this is a new form of organization that we have here,
and I think the businessman is accustomed to those who are business
oriented.

Mr. Harris. If the gentleman will yield, under the bill whoever
the Governor designated would be the captain. That would be left
up to the deeision within the State, as I understand.

Mr. WesTERLUND. Yes, sir.

Mr. Farnsuey. There is a strong indication that the captain be,
1, engineering; and 2, school of business.

Mr. Harris. I do not think so. 1 believe it leaves it to the Gov-
ernor to designate.

Mr. Farnsuey. I agree that is true in the bill. 1 am not trying
to find out what the bill says, but what the witness feels is desirable.
I was hoping he would say his outfit was the proper captain of the
team but he seems to be too modest.

Mr. WesterLunp. Mr. Farnsley, according to the action of the
State legislature it was evident that they thought such back about
10 years ago.

Mr. Farnsuey. Thank you, sir.

Mr. Macpoxap. Doctor, I just have one question, and I
know you were here yesterday and it is in the same reference. On
page 5 you talk about the studies to be made of the industries of each
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region and repeat each region now and again. I was wondering what
region you had in mind as far as Arkansas would be concerned.

Mr. WesterLunD. At Arkansas we have done a preliminary State
economic plan and have divided the State into various regions.

Mr. Macpovanp. In other words, this would be regions within the
State of Arkansas.

Mr. WesTerLunD. Yes.

Mr. MacponNaLp. And not as the gentleman from the Department
of Commerce said the region would be two or more States.

Mr. WesterLunp. This does not present a real complication.
For instance, we might want to cooperate with the area around
Memphis in eastern Arkansas and the area around Texarkana in
Texas. These can be worked out. I do not think they are mutually
exclusive.

Mr. MacponaLp. My question goes to the fact that if a Governor
designates an agency within a State, I do not quite see how he could
designate a regional area. That would take cooperation between the
various States.

Mr. Wesrerrunp. It would be an interstate type of compact
which could be arranged and very logically in some cases.

Mr. MacoonaLp. | now repeat my question: What region would
you think Arkansas would be in?

Mr. WesteErLunD. | really do not know how they would designate
it. We are officially in the west south central as far as the census is
concerned. I do not believe these are the regions they are talking
about. I believe it is necessarily a bit ambiguous and vague because
many times a region is a region because it thinks it is a region, an
economic unit rather than a political unit.

Mr. Macpoxarp. Thank you, Doctor.

Mr. WesterLunp. Thank you.

Mr. Walter W. Wegner.

STATEMENT OF WALDO W. WEGNER, DIRECTOR FOR THE CENTER
FOR INDUSTRIAL RESEARCH AND SERVICE, IOWA STATE UNI-
VERSITY, AMES, IOWA

Mr. WeenNer. Thank you, Mr. Chairman. I am Waldo Wegner,
director of the Center for Industrial Research and Service, lowa
State University. Towa State is the land-grant university in Iowa
and we have been in operation since 1963 as I will tell you. You have
a full statement from me which has considerably more detail than I
will present to you now. It has some percentages of the type of
projects we have handled in our 2 years of existence and some other
details T did not feel would be on a time basis practical here.

Mr. MacponaLp. Would you want them included in the record?

Mr. WeenEer. I would like to have the original statement included
in the record, if I may.

Mr. MacpoxaLp. Without objection, it will be included in the
record.

(The statement follows:)
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A Rerort oN THE CENTER FOR INDUSTRIAL RESEARCH AND SERVICE (CIRAS),
Iowa's SERVICE ORGANIZATION FOR INDUSTRY

The need for technologieal aid and assistance to industry has existed in Towa
for sometime; however, it has become more evident in the last few years because
of the growing industrialization of the State. Iowa has many and varied indus-
tries, but they have, in general, been sheltered by the broad umbrella of agricul-
ture. In recent vears, however, the umbrella seems to have been turned over.
The total value of annual agricultural production in Towa in 1964 was 52,600
million and this fizure continues to grow each year.

The problems of growth in many cases, however, require solutions using en-
gineering or scientific technologies.

Almost daily some segment of industry—corporation or individual—makes
inquiry at the university for technieal assistance and guidance. In the past, or
more specifically, prior to the establishment of CIRAS, such inquiries usually
had been only superficially answered, if at all. This fact highlighted the need
for technieal assistance to industry.

As these needs were recognized and the pressure for some type of assistance
increased, the question arose as to the role a university should play in helping
solve these nem.#s, particularly the role Iowa State University should play.

To aid in making the deecision as to the nature and extent of this role, four en-
gineering staff members visited some of the major research and development
institutes, centers, parks, and industrial programs which seemed to be having
an impact on industrial growth in their areas.

Those men studying the problem soon set out at least four basic technical
assistance needs that existed:

1. Counseling, consultation, and guidance.

2. Specific problem solutions and aids,

3. Long-range research and planning.

4. Edueation and training.

It beeame evident to these men that a direet aid to industry program at Iowa
State University would have to be conducted by a group devoted specifically to
this purpose. They believed that the institutes and the research parks, which
they visited, did not quite do the job that Towa State University would have to
do for the State of Tows. The problem was then to set up an organization which
could undertake a distinetly different role than had heretofore been attempted.

After the scope had thus been narrowed down by the committee, they proposed
that the following program of university activities relating to industrial aid be
initinted:

I. The establishment of a center in the college of engineering for the
specific purpose of helping industry directly with its problems. This center
wotld consist of a core of full-time employees who would provide teehnical
assistance and sérvice to parties interested in the development of industry
in the State.

2. Qualified persons in engineering, science, business, economies, technieal
counseling, and research would be employed directly by the center and
would be supplemented by other part-time staff on a consulting basis.

The functions of this group would be to counsel with industry on special
problems, to advise regarding appropriate procedures for product development,
marketing and production, and to conduet research and testing programs where
necessary. In addidon, the group would provide technical and managerial infor-
mation through publications and conferences specially oriented for industrial use.
The counseling serviees would be free, although research or special projects would
be paid for by the interesied industry, depending on the need and the industrial
potential for the State. In general, funds for the eenter would be provided from
State appropriations.

Through the cooperative efforts of university and industrinl personnel, the
proposal for the establishment of a center for a direct aid to industry was incor-
porated in the university’s request to the State legislature in 1963. The legislature
accepted the challenge and appropriated $250,000 for the first 2 years for a program
of engineering and technical assistance to Iowa’s growing industry, The program
was named the Center for Industrial Research and Service (('TRAS).

CIRAS opened its doors on July 1, 1963, with one employee. This man was
a civil engineering graduate who temporarily was located in the dean of engineer-
ing’s office. It was my privilege and good fortune to be offered the position of the
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first, director of this new program. I took over these duties as the director on a
part-time basis on September 16, 1963, and moved into the office in which we
are presently located on October 1, 1963. At that time my office included three
desks and four chairs,

The Towa State University administration did not, nor did the dean of engineer-
ing and the four engineering staff members who had made the outline which 1T
presented to you earlier, hand me a format with the order that there was my
organization chart—do something with if. They welcomed me to the campus,
indicated that I must operate under the administrative rules of the university,
and that my main job would be determined by the needs of the State of Iowa for
service to industry. With this kind of eonfidence from the administration and
the genuine support of the engineering college, CIRAS became active.

The CIRAS appropriation for the biennium, as indicated above, was set at
$250,000. The administration had, of necessity, rather arbitrarilv set up a
budget for the first vear of $100,000 and of $150,000 for the second yesar,

We had been in operation for no more than 2 weeks when a committee from the
Consulting Engineers Couneil of Towa visited the office. They had previously
indicated a serious misgiving and eoneern for the establishment of such an opera-
tion at Towa State. It is my undersianding that this objection originated in the
national offices of the CEC. 1 weleomed the opportunity to discuss the program
with this committee and offered to appear on a panel discussion of the program
of CIRAS at the annual meeting of the Siate association of the consulting en-
gineers. This panel discussion ineluded a consulting engineer, the director of the
Towa Development Commission, an industrialist, and myself. The opportunity
to discuss the program with this group of men was one of the most valuable public
relation tools that a new organization could have been offered. I was also then
given an opportunity to participate in the same type of program at the annual
meeting of the lowa [ngineering Society, which is the State chapter of the National
Society of Professional Engineers, and reached the many engineers who are not
consulting. This gave the consultants that were members of the National Society
of Professional Enginecers a check on whether or not 1 would tell the same story
twice.

I am happy to say that I count the consulting engineers and the engineering
profession a5 s whole to be the strongest backers of the program which we have
set up in Iowa, I believe that as I discuss the operation of CIRAS you will
understand why they have become boosters for the program. I understand that
NSPE had indieated opposition to the original technieal services bill but it is with
# great denl of p]:-::_-uru- that I read to you the NSPE I!(}}i[‘_\' ll[]]ll‘t)\‘l‘"i |)_\' the
executive committee regarding engineering information dissemination programs.

“The National Society of Professional Engineers endorses legislation and other
activities designed to stimulate and assist the dissemination of eurrent engineering
information to industry through State educational institutions and other sources
at the State and loeal level

“Federal assistance to the States for this purpose will serve to stimulate the
economy and the efficient use of engineering technology and will be to the benefit
of the general public through higher levels of employment, improved standards
of living, and more efficient produetion for a competitive position in world markets.

“Legislation to accomplish this purpose would insure that the Federal Govern-
ment, through its financial assistance should not support engineering research or
provide serviees.to proprictary interests. Engineering information gathered and
disseminated under the program should be made available to the general publie
and industry on a broad and general basis. An advisory council, including repre-
sentation from the engineering profession, and industry, should be established at
each level of operation of the program to monitor it for policy guidance and
general direetion.”

I would like to take the rest of my time with you today to discuss the relation-
ship between CIRAS and industry, or a client, and chen give you a brief report
of the things that we are establishing in the office for the future handling of
problems.

Problems to be solved and questions to be answered come to the CIRAS office
either through personal contact, telephone call, or by correspondence. One or
more members of the CIRAS staff review the problem presented to defermine
its scope and type (marketing, management, product development), and the
length of time that they estimate it would take to solve the problem or find the
answer. If it is obvious that it is a problem that will take more than 2 or 3
man-davs to solve, the staff automatically attempts to find a consultant, or a firm
of consultants, that is in business in the State of Iowa and has the ability and the
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experience to solve the problem. We attempt to give the names of at least two
or three firms or individuals in each case if we have this number on record.

If the firm or individual with the problem negotiates a contract with one of
the firms or individuals referred to him by CIRAS, we then step out of the picture.

Oceasionally we find that we do not have a firm of consultants recorded which
has the eapabilitics and experience of handling a problem submitted to us. We
then attempt to find a professor with the knowledge and background to do the

‘job. CIRAS cannot lose sight of the fact that the major responsibility of Towa

State University is to educate the youth of Iowa. We, therefore, make it a
practice in most cases to contact the head of the department and check on the
academie load of the professor or professors whom we wish to recommend to the
CIRAS client. If we find that one professor is heavily loaded with academic
work, we must then use only the name of the professor with comparable experi-
ence and a lesser academic load. When we do find the man that is available
for this consulting job, we try to get him together with the CIRAS client and
hope that they will negotiate a_contract to the mutual benefit.

Occasionally we will have a situation where we are unable to find the talent in
the State that is capable of giving the proper answer to the troubled indusiry or
individual, we then, very grudgingly, go out of State on referrals.

In all situacions, it is the desire of CIRAS to put those industries, or individuals,
with problems in touch with the firms or individuals who can solve their problems.

In the situations just discussed, we have assumed that all industries, or indi-
viduals, who have come to CIRAS are able to pay for the services of a consultant.
We do, however, have situations where small firms or individuals and some fairly
good sized firms, are having financial difficulties, and find themselves unable to
pay for the services of such a consultant. In these cases, CIRAS can serve in
one or two ways:

1. We oan utilize to the fullest extent the ability of our own staff.

2. We have a limited amount set up in our budget to retain specialists or
professors as consultants to aid in areas where our staff is not adequate. In
these situations the work is done without eharge to the industry or the client.

This action is justified by the fact that employment is important to the local
community, and the industry is important as a tax source to the State. There-
|l'orn'a we believe that we are justified in attempting to keep this industry alive for
owa

One area of coneern in our organization was that of duplicating the efforts of
other State and Federal activities. We find that we are working very closely
with the Iowa Development Commission. One acitvity of IDC is the Lowa De-
velopment Commission Foundation (IDCF), Ine., which has been established to
aid inventors within the State by helping them with patent search and patent ap-
plications, preparation of models and prototypes of inventions, and development
and placement of these inventions into production. Quite naturally our efforts
are bent toward assuring that these inventions will be manufactured within the
State of lowa.

CIRAS works very closely with this group and at the time that it is ready to
take an invention to a manufacturer, it is almost mandatory that we make con-
tacts with the industry through CIRAS representatives working together with
men from the IDCF, Ine. The Iowa Development Commission Foundation, Ine.,
!(mn' mlsi(-\'ml a great deal of pressure and time-consuming effort from the staff of
JTRAS,

Since July 1963 CIRAS has completely furnished its office and established office
procedures for operation. One of the first items in our plan was to obtain for our
files a complete roster of the consulting engineers and consulting firms in the State.
This was done via the questionnaire route. We continue to gather data on these
people including a résumé of the prineipals of the firms, a list of work done, capa-
bilities, and the value of their projects. We also have a fairly complete roster
covering the education, qualifications, and the experience in production and re-
search of the professors in the College of Engineering at Towa State University.
We are now gathering this same information from the professors in the other col-
leges. We expeet to have this same type of data on the professors that are willing
and have a desire to help with our program in the other State-owned institutions of
higher learning in Iowa, as well as the privately owned colleges and universities.

Ve have gathered similar facts on the certified public accountants, the patent
attorneys, testing laboratories, advertising agencies, and architects. We will also
tabulate information on other professions whom we expect to be using on a referral

basis.
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In establishing the format for the operation and organization of CIRAS, it was
considered to be practically impossible to get the operation off the ground if we
did not make personal contact with the industry that now exists in the State.
We, therefore, divided our State into four sections and placed qualified field rep-
resentatives into these specific areas. The major assignment of these field rep-
é(‘ﬁ(.'lllﬂ[i\‘l_‘ri until completed, is to gather pertinent data on every industry in the

tate,

We have stayed with SIC classification of industry and this is our bible for de-
termining where contact should be made. The information that the field rep-
resentatives gather from these Iowa companies ineludes all pertinent data which
will be beneficial in handling requests for various types of help. Our field rep-
resentatives also diseuss with industry any problems which they may have. How-
ever, the major assignment on the initial contact in addition to advising industry
of the availability of CIRAS, is to gather this information which we place on a
retrieval system in our office. .

The present staff of CIRAS is made up of nine men and two women. The
administrative staff consists of myself and my secretary, who is responsible for
my dictation, typing, and filings. Another stenographer serves the other pro-
fessional staff in headquarters and acts as receptionist for the CIRAS office. She
also does the elerical work on the retrieval system.

We have an industrial engineer who also has a masters degree from the Harvard
School of Business and is responsible for the produet development, production
line organization, taxes, financial problems, and industrial management.

Another man in the office is a marketing specialist with minor degrees in ad-
vertising and economics. His field of operation is that of marketing and advertis-
ing. He is responsible for the professional review of all the records before they go
into the retrieval system. He also has the responsibility of establishing the format
for CIRAS brochures and reports,

The staff engineer is a mechanical engineer with experience in two industries.
He is filling the billet which we have set up for a young man with 4 or 5 vears'
experience, who has a family and who is desirous of returning to the university
for an advanced degree. We are able to pay him a bit more than the usual
stipend of a scholarship. His major job, besides the professional assignments
given him, is to make the actual contact with the professors of the other colleges
of Towa State on a counseling basis. This requested counseling time by the staffs
of the various colleges has been given unstintingly, We find ourselves using the
talents of the professors in home economies, seienee, agriculture, and veterinary
medicine very often.

The other staff member working out of CIRAS headquarters is a chemiceal
engineer who handles assignments along his professional line, He eame to us
with a background of experience in the rare-earth field. He is on the staff of
CIRAS and the chemical engineering department on a half time basis with each,

The field representatives inelude one eivil engineer, with a backeround of many
years in municipal design, construction, operation, and administration, as weil
as background of industrial experience in produet development, production line
organization, and sales,

Another field man iz an industrial administration graduate, who came to us
from Colling Radio Co. in Dallas, Tex.

The third man is an industrial engineer with experience with Eastman Kodak
Co. in Rochester, N.Y

The fourth field man, who will join us on the 15th of June, has & background
of agricultural engineering. Ilis experience hag been in industrial research with
the Farm Equipment Institute, grain-processing machinery, and advertising and
sales. This then gives you some idea of the qualifications which we have tried
to incorporate into the limited staff which we are able to retain.

We are convinced that the field organizationis imperative in accomplishing
the mission of CIRAS. The fact that the field men have made over 2,700 contacts
with various industries in the State of Iowa, will bear out this belief. We have
also sent out two large mailings of & brochure, of which I have a few available in
case you are interested. Good stories have appeared in the newspapers and in-
dustrial magazines of the State. These actions have resulted in over 670 inguiries
of various types.

We also believe that it is important that CIRAS be generally known throughou t
the State. With this in mind, I have appeared before more than 85 groups, such
as service elubs and industrial development organizations, and have told the story
of CIRAS to over 4,700 people.
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The source of the first 670 inquiries received and handled by CIRAS are as
follows:

Source of projects: Pereent
From business firms and manufacturers. _ 6l
Individuals_ _ 30
Other Government agencies . . 6
Development groups

Total_ __-

Method of handling projects:
CIRAS and ISU staff research_ _ __ - 1 o
Referred to eonsultants (including engineers, CPA’s, architects, test-
ing labs)_ _ . s o - =
Referred to university professors (as a consulting project)__

Totall. 52

Types of problems associated with projects:
Technical . | [ 1
Management . . L.
Inventions and new products.

Marketing .
Production_ _ _ _
Design _

[ S Rl |

Totadis=<-2

On April 23 of this year, CIRAS held the first meeting of its advisory council.
This group consists of 21 men at the present time with 12 of them coming to the
council from industry and of this 12, 2 of them are doubling in brass as representa-
tives of industry and the Towa Engineering Society. Two representatives of the
Consulting Engineers Council of Towa and the remaining seven include a represen-
tative of the Certified Public Accountants in Towa, the Iowa Manufacturers
Association, the Iowa Development Commission, the lJ(-rs Moines Register &
Tribune, and representatives one each from the State University of Iowa, the
State College of lowa and Towa State University, outside of the college of engi-
neering. At the first meeting of this council, a chairman and vice chairman were
selected, bylaws were diseussed and will be prepared for the next meeting. We
believe that this group can serve as a sounding board for the activities of CIRAS
and more closely coordinate our efforts to the needs of industry in the State.

CIRAS is not a panacea for all problems connected with industrialization of
lowa. In fact, it is only a small part. It does, however, open one channel of
communication with industry and makes possible a direct and positive contribu-
tion by the university to the future heaith of Towa’s economy.

Mr. Weener. The State of Towa is this month completing its
second year of operating the Center for Industrial Research and
Service, CIRAS, [owa’s service organization for industry. CIRAS
is administered through Towa State University, Ames, Iowa.

I would like to present to you today a brief rundown on the opera-
tion and accomplishments of the past 2 years by this new organization.
[ would also like to indicate to you how I believe the Technical Services
Act of 1965 will be of assistance to the Iowa program and the Federal
program in other States of the United States.

The problems of industrial growth require solutions using engineering
and scientific technologies. This is obvious from the fact that almost
daily some segment of industry, corporation or individual, makes in-
quiry at the university for technical assistance and guidance. In the
past, or more specifically in Towa, prior to the establishment of CIRAS,
such inquiries usually had been only superficially answered. This
situation highlighted the need for technical assistance to industry.
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CIRAS counsels with industry on special problems, advises regarding
appropriate procedures for product development, marketing, and pro-
duction, and conducts research and testing programs when necessary.
In addition, CIRAS provides technical and managerial information
through publications and conferences specially oriented for industrial
use.

The counseling services are without charge, although research or
special projects would be paid for by the interested industry, depend-
ing on the need and the industrial potential for the State. In general,
funds for the center are provided from State appropriations.

This type of program was approved by the lowa State Legislature
in 1963 and they appropriated $250,000 as a general line in the budget
of Towa State University for the operation of CIRAS for a 2-year
period.

It was my privilege and good fortune to be offered the position of
the director of this new program. [ took over these duties on October
1, 1963.

The Towa State University administration did not, nor did the
dean of engineering or the four engineering staff members who had
done the initial study and planning hand me a format with the order
that here was my organization chart—do something with it. They
welcomed me to the campus, indicated that T must operate under the
administrative rules of the university and that my main job would be
determined by the needs of the State of Towa for service to industry.

This type of freedom of operation was a major factor in getting
the operation underway in a short period of time.

I believe this type of flexibility is available in the Technical Services
Act of 1965, and it is my opinion that it is one of the real necessities
for satisfactory accomplishment of the purpose of the bill.

We had been in operation for no more than 2 weeks before a com-
mittee from the Consulting Engineers Council of Towa visited the
office. (I think at this point I should point out that I am a graduate
engineer and a registered professional engineer in the States of Towa
and Minnesota. I have been active in the lowa Engineering Society
and the National Society of Professional Engineers for many years
and have served as president of the Jowa Engineering Society and
vice president for the North Central Region of National Society of
Professional Engineers. I am also a member of the American Society
of Civil Engineers.)

The Consulting Engineers Council of lowa had previously indicated
serious misgivings and concern about the establishment of such an
operation as CIRAS at Iowa State. It is my understanding that this
objection originated in the national offices of the CEC. T welcomed
the opportunity to discuss the program with this committee and
offered to appear on a panel discussion of the program of CIRAS at
the annual meeting the their State association. This panel discussion
included a consulting engineer, the director of the Iowa Development
Commission, and an industrialist and myself. The opportunity to
discuss the program of CIRAS with this group of men was one of the
most valuable public relations tools that a new organization could
have been offered.

I was also given an opportunity to participate in the same type of
program at the annual meeting of the Towa Engineering Society,
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which is the State chapter of NSPE, here I reached the many engi-
neers who are not in consulting. This also gave the consultants who
were members of the National Society of Professional Engineers an
opportunity to check on whether or not I would tell the same story
twice.

I am happy to say that T count the consulting engineers and the
engineering profession as a whole to be the stanchest backers of the
program which we have set up in ITowa. It is my belief that this group
of people, the professional engineers and consulting engineers, stand
to gain more than any other group outside of industry from the opera-
tion of CIRAS.

Problems to be solved and questions to be answered come to the
CIRAS office either through personal contact, telephone call, or by
correspondence. One or more members of the CTRAS staff review
the problem presented to determine its scope and type (marketing,
management, product development) and the length of time that they
estimate it will take to solve the problem or find the answer.

If it is obvious that the problem will take more than 2 or 3 man-days
of work, the staff automatically attempts to find a consultant, or a
firm of consultants, that is in business m the State of JTowa and that
bas the capability and the experience to solve the problem. We
attempt to give the names of at-]leu:«-!. twog s or individuals
in each case, if we have this number g %¢Cord.

If the firm or individual with theggfoble goti\es a contract
with one of the firms or individualy by CIRAS, we
then step out of the picture. 1958

In order that we might do a good{job for ind &8y felt that it

was necessary to gather as much i mt-inn as it WAs possible to

put together and set it up on a retr: sfem so that it
would be available when questions wok with CIRAS.
Working toward this goal we have a roster OttheTonsulting engineers
and consulting firms in the State of Towa. In this information we
have the data regarding a résumé of the principals of the firm, a list
of the work done, capabilities, and the value of their projects. We
also have a roster covering the education, qualifications, and the
experience in production and research of the professors in all of the
colleges at ITowa State.

We are now in the process of planning how to gather this same
information on the professors in the various private colleges in JTowa,
as well as the other State-owned institutions of higher learning.

We have gathered similar facts on the certified public accountants,
the patent attorneys, testing laboratories, advertising agencies, and
architects. We will also tabulate information on other professions
whom we expect to be using on a referral basis.

We are putting together a rather complete record of every industry
in the State. This information includes all pertinent data which we
believe may be of value in understanding the industrial capabilities,
potential, and problems.

These data are being gathered by the four field representatives of
CIRAS. Our total staff, including the four field representatives, is
nine men and two women.

Ocecasionally we find that we do not have a firm of consultants on
record which has the capabilities and experience of handling the

50-474—056——S8
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problem submitted to us. We then attempt to find a professor with
the knowledge and background to do the job. CIRAS cannot lose
sight of the fact that the major responsibilities of the State’s institu-
tions of higher education are to educate the youth of Towa. We
therefore make it a practice in most cases to contact the head of the
department and check on the academic load of the professor or
professors whom we wish to recommend to the CIRAS client. If we
find that one professor is heavily loaded with academic work, we must
then use only the name of the professor with comparable experience
and a lesser academic load. When we do find a professor who is
available for the consulting job, we try to get him together with the
CIRAS client and hope they will negotiate a contract to their mutual
benefit.

In all situations, it is the desire of CIRAS to put those industries,
or individuals, with problems in touch with the firms or individuals
who can solve their problems. We are definitely middlemen.

As a sounding board for checking results of past performance and
planning for future activities, CIRAS has organized an advisory coun-
cil. This group consists of 21 men. Twelve of them come to the
couneil from industry and of this 12, 2 of them are doubling in brass
as representatives of industry and the lowa Engineering Society.
Two representatives of the Consulting Engineers Council of Towa
and the remaining seven include a representative of the certified
public accountants in Towa, the Iowa Manufacturers Association, the
Towa Development Commission, the Des Moines Register & Tribune,
and representatives, one each from the State University of Towa, the
State College of Towa, and lowa State University outside the college
of engineering.

We favor the adoption of the Technical Services Act of 1065. If
the act is passed we anticipate the following benefits:

1. It will enable us to more adequately cover an area of great
concern to the CIRAS staff and to industry, that of new product
development, putting into practice some of the research and develop-
ment of past and present years.

2. It will allow us to work more closely with the engineering exten-
sion service to develop and schedule conferences which will benefit
industry.

3. It will aid us in working out a cooperative program with the-
other educational institutions in the State of Iowa.

4. It will promote a closer tie and ultimate regional development.
between neighboring States.

5. It will enable us to establish a much more personal distribution
system for research and development information available currently
through the Federal Government.

6. This act will offer an incentive for establishment of industrial
service centers in those States currently without such groups.

7. Existence in all States of these groups will greatly facilitate the
application of past, present, and future research development.

These are only a few of the obvious benefits which such a program
would offer to the States. It could serve to aid in opening up a new
channel of communication between industry, the Federal Government,
and the individual States.

Mr. Macponarp. Thank you very much for your fine statement,.
Mr. Wegner.
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I was wondering why Towa would actually benefit from this since
they seem to be doing very well in this field at the moment.

Mr. WeeNer. We very definitely need some expansion in some
areas. As I indicated we need to be able to work on product develop-
ment.

Mr. Macponanp. How would this bill affect that?

Mr. WeenEr. If we could work on a matching-fund basis with
what we have and what they had authorized in the State legislation,
we then could to more work in this area.

Mr. MacponaLp. Presently, how much is allocated to you from the
State budget per year?

Mr. WeGxer. We started with $100,000 the first year and $150,000
for the present year and the budget will be very similar to this in the
next biennium.

Mr. Macponarp. As I understand it, the Federal Government
would contribute between $100,000 and $150,000 each year.

Mr. WeanEer. That is right.

Mr. MAcDONALD. Thereﬁ)re you would be able to double your
service?

Mr. Weener. Double the service; that is right, sir.

Mr. MacponaLp. Do you think that this is necessary or do you
think what vou are doing now pretty well covers the needs of the
people of Towa?

Mr. Weener. We are very definitely limited, sir. We need to
have a more adequate distribution system for the information that is
coming out of Washington, for instance. We also need to have or
rather we are doing practically nothing in product development now
because we just do not have the staff or facilities to do it.

Mr. MacponaLp. What is produet development?

Mr. Weaner. Product development is taking an invention after
you have a model or a prototype and getting it to the point where it
1s ready to be manufactured. There are many things that have to be
eliminated and improved on an invention or product before it goes into
manufacturing and the start of spending a lot of money on tooling by
the industry.

Mr. MacponaLp. You mean to say someone invents a new sort of
machine?

Mr. WeaNER. That is right.

Mr. MacponNaLp. And you would aid him in getting that produced?

Mr. WeeNER. We will try to get him—if he does not have the
money to develop this aad there are a lot of people that come into this
picture without a dime—if through the elimination of a lot of products
we come up on some two or three that need further development, we
will take it just as far as we have to before that can go to an industry.
This is what we hope to do with this type of thing,

Mr. Macpoxarp. What form does your aid take in product
development?

Mr. WaeNeR. So far we have one firm in the State of Iowa that does
this t-yﬁe of thing. So far the people that have had products have
been able to pay a small amount for this development, and this firm
has been able to take care of it.

We have done about three projects that we have worked with our
own people. We have had to use part of our small budget to develop
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this and one of them will result in a new industry in the State within
the next 6 months.

Mr. Macponawp. I am just taking this because I am sure when and
if we bring this to the floor we will be asked similar questions. If the
Federal Government comes into the picture as they would under this
bill, who would approve what you are doing with the money?

Mr. WEGNER. Tllua designated institution.

Mr. Macponarp. It would not be controlled, as you see it, from
Washington.

Mr. Weener. No, absolutely not.

Mr. MacpoNaLp. I hope you spread that gospel to your Iowa
delegation beeause I know at least two of the members of the delega-
tion will raise this question.

Mr. WeenEr. I would love to know this because we have talked
to them and the bill is very definitely set up so that it is to be con-
trolled by the State designated institution. This is the way it
should be very definitely.

I feel quite strongly about this, as you can tell, because it could
not have any other controls, really.

Mr. Macponarnp. No other controls are necessary.

Mr. Weener. That is right.

Mr. MacponaLp. And none are provided in this bill as you read it.

Mr. WeeNEr. That is right. You will notice that I differed a
little with the previous speaker in that I believe a broad brush in
the bill will enable you to get this program underway and will end
up in a better use of this program.

Mr. MacpoNaLD. Since we are exchanging information, I can also
point out to you that a very broad brush makes it very difficult to
pass a bill on the floor of the House.

Mr. WeenEeR. | understand that, sir.

Mr. MacpvonaLp. Mr. Curtin.

Mr. Curtiy. Thank you, Mr. Chairman.

Aside from the product development angle of your work, it appears
to me that the main purpose of CIRAS is to conduct a rather elaborate
referral service.

Mr. WeenEr. Yes; this T would say is better than 50 percent of
our work at the present time.

Mr. Curtin. Is it a situation of some industry or some business
having a problem, so they get in touch with you and you refer them
to the proper consultants who you feel can help them?

Mr. Weener. Yes.

Mr. Curtin. Do such people pay those consultants?

Mr. WegNER. Yes; they Lﬁ‘-\‘e op a contract between the industry
and the consultant and then we step out of the picture.

Mr. Currin. Do you people get a pirt of that fee?

Mr. Weener. No; no fee at all.

Mr. Currry. What has it cost you to run CIRAS since you have
been organized?

Mr. WeaNER. $100,000 in the first year and $150,000 this year and
our budget will be comparable, $150,000 plus just a little bit for the
next biennium. That is $150,000 a year.

Mr. Curtin. On this product development idea—do you get any
reimbursement for the money you have had to spend in that feature
of your work?
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Mr. WeaxEr. This is a detail we are working on. This is one of
the real problems this advisory council will have to take hold of and
help me with, because trving to determine where and how these charges-
are to be made is a detail that will be taken ecare of. Believe me every
product does not develop and become a success. If we spend some
money on a produet and it becomes a success and they start making
profit there should be some means provided whereby they would pay
back the cost of the job that CIRAS has done for them.

Mr. Curmin. Then it is your ultimate plan, that you would be
reimbursed for any outlay you have made in this product development
feature of your work?

Mr. Weaner. That is right.

Mzr. Currin. That is all, Mr. Chairman,

Mr. Macpoxarp, Mr. Farnsley.

Mr. FarnsLey. Thank you, Mr. Chairman.

When you say industry, does that include the service industries?

Mr. WeeNER. Yes. We stay with the SIC classification which is
used here in Washington. We feel we have to do this because the
Towa Development Commission is also in the same classification. We
cover and once in awhile it becomes a bit obnoxious to some of the
fieldmen because I ask them to call on some of the industries that they
feel we are not going to have any calls from, but we feel we have to
make and have in our record every classification that they include in
their record and the SIC classification.

Mr. Farnsuey. I do not know anything about that. That covers
everything?

Mr. Weener. That covers just about everything that you can
think about on this type of thing. We work through out services
I think more closely through getting the information on our retrieval
system where we think we will be able to use their services and to
refer clients to them to solve problems.

Mr. Farnsuey. When you say services, you have lost me.

Mr. WeaNER. By services, I am thinking in terms of the CPA’s
and groups like that. Is this what you are thinking of, sir?

Mr. Farnsruey. No. I am sorry.

Mr. Weaner. What were you thinking of?

Mr. Farnsuey. Iam such alaymen, I cannot even ask the question.
When I think of service industries, I think of restaurants, drycleaners,
colleges, and things like that.

Mr. WeenErR. We do not go into the business areas at all such as
merchants and this type of thing.

Mr. Farnsuey. You call that business rather than service industry,
is that right?

Mr. WeGeNER. Right.

Mr. FarnsLey. When I listen to you, I think schools of engineering
should be in charge. When I listen to other people from the business
schools, I think they should be in charge. So, I am open on this
subject.

Is there a conflict? Are there two different areas, or what is it
all about?

Mr. WeGNER. 1 do not think there has to be a conflict at all, Mr,
Farnsley. Actually, one or the other has to be the designated insti-
tution, as I see it, and that institution then has to pull this program
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together, utilizing every one of the other service groups such as the
school of business and this sort of thing. We do not have a school
of business at Towa State, but the State University of Iowa does have
a good school of business. If we are named as the designated insti-
tution, we will work in the 5-year plan a program utilizing all of their
services. When a problem comes up for the school of business, we
will refer to them this problem.

Mr. Farystey. I am not trying to put words in your mouth.
I'am really trying to learn. Is it possible that the school of business
concerns itself more with what I call service industries and you call
business, and the engineering concerns itself more with manufacturing,
which you eall industry?

Mr. Weaner. There is no separation of it, sic. They tie so closely
together.

Mr. Farxsiey., You are a Governor, and you have in your State
a school of business and a school of engineering, both of equal compe-
tence. Which do you designate?

Mr. Macpoxarp. Which did you graduate from?

Mr. Weener. I would definitely say the engineering. Let me
elaborate a bit on that, if I may. We have found that in the inquiries
we have had, a much higher percentage of them are in the technical
area. By technical, I mean those whereby we would have to go to
the college of engineering for help if we could not find a consultant.
I would say that definitely it would belong in the school with a
college of engineering.

I am not saying it would not work the other way, because one of
them has to take the lead and utilize the other facility. Of course,
I am prejudiced.

Mr. FarnsrLey. An engineer can advise you on things that I would
call economie, and in sociology.

Mr. Wrener. Right. We would go into the science and humanities

roup for help in that. I think you might be interested, too, that we
%ﬂ.\'c crossed every line at the university on inquiries that have come
to us. We have gone to the psychology department. We have had
to go to the agriculture department. We have had to go to the home
economies department. We find it has to be crossed this way.

Mr. FarnsLey. Thank you, sir, for your testimony.

Mr. MacooxaLp. I would like to add that I think Mr, Farnsley has
a very good point. It seems to me the training given by a business
school and that given by a school of technology are completely at
opposite ends of the pole. I did not write the bill, and perhaps I
should be directing this question to the Department od Commerce,
who are so interested in it, but there seems to me to be a great diverg-
ency in the skills of, say, the Massachusetts Institute of Technology
and the Iowa business school.

Mr. Weengr. As I see this bill, it is to set up an organization
whereby these things can be tied together. I think this is a decision
the Governor has to make as to who can best tie it together.

Mr. Farxsney. But he is a layman. He does not know.

Mr. Wrexsr. He has to have his advisers.

Mr. Farnstey. Who are always laymen,

Mr. Wrener. I do not believe it has to be separated as a school of
business and a school of engineering.

Mr. MacpoxaLp. It is in the bill,
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Mr. WeGnNER. It is. It says they must have a school of business or
a college of engineering. This is one of the requirements. The way
I reason it out is that they believe these are the two areas—and we
have found this to be true—either the technical design area or the
marketing and business area. We think these are the important ones.
One of these groups should be in charge of administering this bill for
you in the State.

Mr. Macponarp. Would you think a compromise the grouping of a
business school plus a school of technology, would be more sensible?

Mr. Weener. I do not think it is necessary. I think if you have
one organization

Mr, Macpoxarp. For example, T am sure I could name you thou-
sands of graduates of Harvard Business School who would not know a
machine tool from a rivet.

Mr. Wecener. Right.

Mr. MacponaLp. How can they advise on problems that deal with
production?

Mr. Weaner. They must have on their staff either an engineer or a
person with technical background so they can have that service
available. T have a man on my staff who is an industrial engineer
and is a Harvard School of Business Administration graduate.

Mr. Farnsrey. He is both?

Mr. WeGnER. He is both, yes, sir.

Mr. Macponarp. But that is unusual.

Mr. Wrener. This is unusual.

Mr. Farnstey. How much staff do you have?

Mr. WeaNER. 1 have nine men and two women. Of those nine,
four are field representatives.

Mr. Farnstey. Can you run down right fast their training?
Yours is engineering?

Mr. WeeNER. Mine is civil engineering with background in con-
struction, design, and municipal administration. I just told you
about this industrial man with a business background. I have a
man with a major in marketing and advertising, and a minor in
economics. I have a mechanical engineer. In the field I have a
civil engineer who has had experience in industry. I have an in-
dustrial administrator which basically is school of business type of
development. 1 have an industrial engineer, and I am getting an
agricultural engineer with a backeround in agricultural product
development. Then I have a chemical engineer who has joined us
from the rare earths field of industry.

Mr. Macpoxanp. Yours is a type of operation that is not spelled
out in this bill, because by the terms of the bill it says the Governor
shall appoint an instrument of the State, either an accredited engineer-
ing school or an accredited business school. What you are saying
and what you have done seems very reasonable. You have gotten
people from different skilled backerounds. 1 do not see that the
Massachusetts Institute of Technology, as a concrete example, if
designated by the Governor of Massachusetts, would then go and
get a lot of people from the Harvard Business School to help them.

Mr. WegnER. If they do not have an adequate budget to have a
staff similar to this.

Mr. Macooxarp. I think they have the budget.
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Mr. WeGNER. I think they could handle it, but T am thinking of
smaller areas where they have only one man or a man on half time
from one of the colleges to do this type of job. If this is the situation,
then they have to do just what we have done, develop a roster of the
availability of the talents in the State that t‘,hev represent. You do
with what you have, and then you do the best you can with the
funds that are available.

Mr. MacponaLp. Mr. Keith, have you any questions?

Mr. Kerra. No questions, Mr. Chairman.

Mr. Farnstey. I might ask one more question. You say you have
an industrial management man. What kind of school (litf he go to?

Mr. Wee~Ner. He took industrial administration at ITowa State.

Mr. FarnsLey. That is not in either the business or the engineering
school?

Mr. Weener. It is in the science and humanities at the present
time.

Mr. FarxsLey. So, of your whole staff, you have one man out of
business school and one man out of seience and humanities, and the
background of the rest is engineering, except that one engineer has
another degree.

Mr. Weeyer. Right.

Mr. FarxsLey. I bet the euy who came from the school of business
has his staff set up the same way. I am not fussing, but this is just
the way things work. Believe me, I am a friend. The engineer’s
chief competence is in design and what, did you say?

Mr. WeGNER. In design and product development and administra-
tion.

Mr. Farnsuey. What does that mean?

Mr. Weengr, I should change that. In production line manage-
ment. Thisis work in the industry itself, out in the factory.

Mr. Farnsuey. How much competence does the engineer have in
what vou call business and I call service industry?

Mr. Weexer. We try to find men who have a background in some
of this, but their training does not always indicate that.

Mr. FarnsrLey. The school of business would be the first place to
go to for that?

Mr. Weener. Right. That is where I would go for my help.

Mr. FArNsLEY. What percent of the dollar gross national product,
if you know—there is no reason you should—is manufacturing and
service?

Mr. Weayer. I can tell you how they compare in two areas in
Towa, for instance. The two areas that we are talking about are agri-
culture and industry products. In 1964, the actual cost of the pmd-—
ucts of agriculture was $2,600 million; and this has pretty well leveled
off on a plane. Then for 1964 the value of the products of industry
amounted to $8 billion, and we are on a rising curve there. This does
not answer your question.

Mr. FarnsiLey. When you say “industry,” you mean “manufac-
turing’’; do you not?

Mr. WEGNER. Yes

Mr. FarnsLey. F nr{une magazine said a few months ago, projecting
some work done by a man at Princeton, that “hy 1985, one sector of
the service industry,” which they call the “knowledge 1ndu~qtry.
which is schools, u:llcwes publishing, radio, and televn-,mn ‘would be
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half the gross national product.” That leaves all the other service
industries—stores, beauticians, you name it—and manufacturing was
a small segment.

Mr. WeGNER. I cannot argue with that, sir.

Mr. Macponarp. Thank you very much, Mr. Wegner.

Mr. Donald Marlowe, dean of engineering and architecture of
Catholic University, and chairman of the Legislative and Government
Affairs Committee of the National Society of Professional Engineers.

STATEMENT OF MILTON F. LUNCH, GENERAL COUNSEL, NA-
TIONAL SOCIETY OF PROFESSIONAL ENGINEERS, ACCOM-
PANIED BY WILLIAM D. PATTON, LEGISLATIVE COUNSEL

Mr. Lu~ncH. Thank you, Mr. Chairman.

[ am not Dean Marlowe. I regret to say he could not return
te day, Mr. Chairman, because of a conflicting engagement, and I
have been requested by him to present his statement on behalf of the
society, if that is agreeable to the committee.

My name is Milton F. Lunch. T am general counsel of the society.
I have with me Mr. William D. Patton, who is the legislative counsel
of the society. I will read Dean Marlowe’s statement.

Mr. Chairman and members of the subcommittee, I greatly
appreciate the opportunity to present the views of the National
Society of Professional Engineers on H.R. 3420, the proposed State
Technical Services Act of 1965.

My name is Donald E. Marlowe. T am dean of engineering and
architecture at Catholic University, a registered professional engineer,
and chairman of the Legislative and Government Affairs Committee
of the National Society of Professional Engineers.

Our society is composed of more than 63,000 members, all of whom
are qualified under applicable State engineering registration laws.
The society’s membership is affiliated through 53 State and territorial
societies, and more than 450 local chapters.

We are particularly interested in the program proposed in H.R.
3420 because of its potentially great impact on the entire engineering
profession. As a technical information dissemination program—which
is what we have been told by administration officials is intended—we
believe it would be of great benefit to industry, to the engineering
profession, and to our society as a whole. However, if administered
to provide federally subsidized technical or engineering services in
direct competition with private firms or individuals, we believe the
program would be highly detrimental, not only to the engineering
profession but to the entire system of American enterprise intended to
be helped by the bill.

Our society’s views on this legislation can best be understood by
reference to a policy statement approved by our executive committee
on April 7, 1965, dealing with Federal assistance to States for engineer-
ing information dissemination programs. That policy statement
reads:

The National Society of Professional Engineers endorses legislation and other
activities designed to stimulate and assist the dissemination of eurrent engineering
information to industry through State educational institutions and other sources
at the State or local level.
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Federal assistance to the States for this purpose will serve to stimulate the
economy and the efficient use of engineering technology and will be to the benefit
of the general public through higher levels of employment, improved standards of
living, and more efficient production for a competitive position in world markets.

Legislation to accomplish this purpose should insure that the Federal Govern-
ment, through its financial assistance does not support engineering research or
provide services to proprietary interests. Engineering information gathered and
disseminated under the program should be made available to the general public
and industry on a broad and general basis. An advisory council, including
representation from the engineering profession, and industry, should be established
at each level of operation of the program to monitor it for policy guidance and
general direction.

Measuring the provisions and stated purpose of H.R. 3420 against
these general principles, the National Society of Professional Engi-
neers endorses the bill and supports its enactment. We strongly urge
adoption of certain clarifying language, however, to assure that the
bill will fulfill its intended information purposes and not be used as
authority for Government-financed competition with private firms
and individuals.

“TECHNICAL SERVICES"

We recommend that the phrase “technical services,” where it
appears throughout the bill, including the title set forth in section 19,
be amended to read “information services”. While this is basically
a change in form, and not in substance, we believe it is very important,
and would help materially to assure the correct interpretation and
application of the bill’s provisions.

“Technical services” are defined in section 2 on page 2, line 15, of
the bill as “activities or programs designed to enable business and
industries to acquire and use scientific and engineering information
effectively” through various designated means. The emphasis
throughout the bill itself, is on the dissemination of information.
Even the preface to the bill states that its purpose is “to promote
economic growth by supporting State and regional centers to place
the findings of science usefully in the hands of American enterprise.”
The use of the term “technical services,”” then, introduces ambiguity
which we feel is dangerous. Technical services, in its common mean-
ing, implies services such as those rendered by professional engineers
and other technical people in private practice.

Since the phrase “technical information” more accurately describes
what is intended, we urge that it be used instead. This will help
avoid the danger of the bill's being misinterpreted to put the Govern-
ment in direct competition with engineers in private practice.

SECTION 5(e)

We recommend, too, that section 5(e) which is on page 7, line 5 of
the bill, be amended to eliminate several similar ambiguities. That
section now provices that the Secretary of Commerce shall not accept
an annual program for approval unless it is certified that the adminis-
tering institution has “determined that such * * * program does not
provide a service performed as practicably by private technical
services, professional consultants or private institutions.” This
language is a highly important part of the bill. Tt constitutes the
only specific safeguard against possible use of the legislation as au-
thority for providing services in competition with private firms or
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individuals. Yet, the limiting phrase “as practicably” is so subjective,
and subject to such broad interpretation, that it would give the
administrator in each State almost complete and unlimited discretion
in applying—or not applying—the entire section in any given case.
While some discretion is necessary in the administration of any legis-
lative program, we believe that “‘as practicably” is far too broad, and
that a different standard should be provided.

Another ambiguity in section 5(e) is created by use of the word
“performed.” This word apparently would include services which
have been performed, or which are being performed, but it would
seem to exclude services which may be performed. Since there are
many services which are not actually being performed by private
firms or individuals today, but which readily can be, when the need
arises, we feel the word ‘‘performed” should be eliminated from the bill.
Otherwise, it could result in the development of Government-financed
competition with professional engineers in private practice.

Both of these potential problems—created by the phrase ‘‘per-
formed as practicably”—could be avoided, we believe, by changing
section 5(e) to read: “determined that such program does not provide
a service available from private technical services, professional con-
sultants or private institutions,”

SECTIONS 5(f) AND 2(8)(2)

The other amendments our society feels are necessary relate to
section 5(f) and section 2(a)(2) of the bill.
Section 5(f) on page 7, line 9 of the bill, requires that when an

annual program is submitted for approval the State certify that the
administering institution has “planned no service specially related to
a particular firm or company except insofar as the services are of
general concern to the community, State or region.” We fully support
the portion of this section prohibiting services specially related to a
articular firm or company. However, we feel the exception which
ollows is so broad that it weakens the prohibition almost to the
point of destroying it. Practically all technical information services—
whether they are specially related to a particular firm or not—can be
held to be of general concern to a community. We recommend that
this exception be dropped, and that section 5(f) simply require the
State to certify that it has “planned no services specially related to a
particular firm or company, public work, or other capital project.”
We suggest that “public work or other capital project’’ be included so
that the section will conform to other provisions in the bill limiting
services to businesses and industries.

Finally, we recommend that subsection 2(a)(2) which is on page 2,
line 21. be reworded to clarify its meaning and thereby reduce the
possibility of its being interpreted as authorizing services in competi-
tion with private firms and individuals. We suggest that this part of
the definition of technical services—or, to use our recommended
language, “information services”—be revised to read: “establishing
State or regional technical information centers to prepare and dis-
seminate reports, abstracts, computer tapes, microfilms, reviews, and
similar scientific and engineering information.” This change, we
believe would make the meaning of the subsection clearer, and bring
language into greater conformity with the other parts of section 2(a).
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In brief summary, Mr. Chairman, the National Society of Pro-
fessional Engineers supports enactment of H.R. 3420, but urgently
recommends adoption of the clarifying amendment we have proposed
here to help assure that the legislation achieves its intended purpose.
With these amendments we think this would be an excellent bill, and
one which recognized and protected the diverse interests involved,
while helping to provide industry with the seientific and technological
information 1t must have if our economy is to prosper and grow.

We appreciate this opportunity to present our views on this impor-
tant legislation, and wili {ao happy to furnish any additional information
or comment the committee may desire.

With the committee’s permission, T would like to submit for the
record, and for the committee’s convenience, a l-page attachment
to this statement listing the specific amendment we have proposed.

Mr. MacponaLp. Without objection, the attachment will be in-
cluded in the record at this point.

(The material follows:)

AmexpmeENTs T0 H.R. 3420 Prorosep BY THE NartroNaL Sociery oF ProrEes-
SIONAL ENGINEERS

1. Substitute *‘technical information” for “technical services” throughout the
bill as follows:

Page 2, lines 5, 11, 15.

Page 4, lines 10, 21,

Page 5, line 22,

Page 6, lines 11, 16, 24.

Page 7, line 7.

Page 8, lines 13, 18,

Page 9, line 6.

Page 10, lines 10, 20.

Page 11, lines 3, 12-13.

Page 12, line 25.

Page 13, line 12.

Page 14, lines 8-9, :

2. b.‘\ml'llll section 5(e) to read: “(e) determined that such program does not
provide a service available from private technical services, professional con-
sultants or private institutions.” _

3. Amend section 5(f) to read: “(f) planned no services specially related to a
particular firm or company, public work or eapital project.”

4. Amend subsection 2(a)(2) to read: “(2) establishing State or regional
technical information centers to prepare and disseminate reports, abstracts,
computer tapes, microfilms, reviews, and similar scientific and engineering
information.”

Mr. Macponarp. You have certainly stated the position of
the National Society of Professional Engineers very clearly, but I have
some questions in my own mind if the position is correctly stated.

As written, you feel, apparently, that the bill would put the Federal
Government or the State government in direct competition with
engineers? I do not quite understand that.

Mr. Lunen. We suggest, Mr. Chairman, that it would be possible.
This would be administered at the State level, and we read the
language of the bill that it would certainly be possible under the
present wording in some places for a designated institution in its
program to undertake engineering-type programs which are normally
performed by private consulting engineers.

Let me give you a specific example. The language in the bill refers,
as I read in the statement, to an exception. You recall there is a
prohibition that the plan may not include certain types of services.
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Then there is an exception which says, paraphrasing, except where
it is in the broad general community interest. Under this exception
it is certainly possible, as we read it, that an institution in a State
could say:

A eertain ecity, a small municipality in a State, needs a new water system.
Under this bill we can provide this serviee. We can design a new water system
for this community.

We are told by the administration officials with whom we have con-

ferred that this is not the intent; that this is not the purpose. We are
sure this is correct, but we suggest that the language of the bill be a
little more specific to avoid the possibility of this type of thing occur-
ring.
Mr. Macpoxanp. Actually, unless my analogy is incorrect, you
would say that a lawyer hired by the Government to work for the
Government, in the service of the Government, say a labor lawyer
working for the National Labor Relations Board, who helps individuals
who need help because the law has been broken, would be in competi-
tion with private lawyers. Is that right?

Mr. Luxca. If I follow your analogy, which I think may be a good
one, Mr. Chairman, having some relaitonship myself to the legal
operations, a lawyer for the National Labor Relations Board will cer-
tainly converse with a person or a firm or a company that has a prob-
lem under that law to advise him of what the law provides, what his
rights are and what the procedures are in administering that law.
This is perfectly proper, normal and accepted.

On the other hand, if this lawyer working for the NLRB undertook
in the name of the NLRB to go out and consult with a private com-
pany on its labor relations policies, I think you would hear quite an
uproar from the American Bar Association.

Mr. Macponatp. On the contrary, it happens every day, because
usually a company has a private law firm representing them. When
the law has been violated or there is reason to believe that perhaps
it has been violated, that is exactly the process that is followed.

Mr. Lu~cr. Right.

Mr. MacponaLp, The Government lawyer talks to the company’s
lawyer and either he gets them to change what they are doing or, if
they insist on doing it, he brings it to a forum in which it is decided
who is right, the Government lawyer or the company lawyer.

Mr. Luxca. I am afraid T did not make my distinction elear.
This is all in connection with whether the company has violated
certain provisions of the Labor Relations Aet. It is the function
of that agency and, therefore, the funetion of this lawyer to deal with
that problem. My analogy was that if this lawyer from the NLRB,
in the name of the NLRB, gave general advice on labor policy to a
company, having no relationship to a charge of unfair labor practice
or certification of elections or anything else covered by the law, he
would be going outside of the function of that agency.

Mr. Macponarp. 1 do not want to get involved in these labor
relations problems, but once again I point out it is exactly the function
of the Board to make known the application of the Taft-Hartley law.

Mr. Lunca. 1 agree.

Mr. MacpoxaLp. He does that. A regional attorney goes out and
gives speeches in which he goes into detail about what can and cannot
be done under the law.
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Mr. Luxca. We are in full agreement, Mr. Chairman.

Mr. Macpoxarp. I will not pursue it because I have made my
point.

Secondly, what I had in mind is that it would seem to me that this
would give employment perhaps to members of your Society of
Professional Engineers by reaching a new market. If the testimony
which has been given before the committee is to be believed, and I
think it should be believed, it reaches a whole new market of people
who have not been able to avail themselves of the services of profes-
sional engineers or have not had the money to. That is the intent
of the biﬁ, in my judgment.

Mr. Lunca. We are sure this is correct.

Mr. MacpoNarp. I would think it would help the professional
engineers, not injure them.

Mr. Luxcs. I think this is true, and I would like to peint out, Mr.
Chairman, if it is not clear, that we are endorsing the bill.

Mr. Macponarp. I am happy to hear that.

Mr. Lunca. We are definitely endorsing the bill. We are only
sugeesting what we think is some helpful or elarifying language to
deal with some concerns that have been expressed.

Mr. Macpoxarp. Could I ask you a question on that point? What
if all your amendments which have been read into the record and have
been made a part of the record in your attachment, are not adopted?
Would the engineers still endorse the bill?

Mr. Loxca. I would say those who are in private practice would be
greatly concerned. Frankly, I cannot predict what the society’s
board of directors would do in the ultimate, but the private practice
segment would be concerned about the possible dangers here of open-
ing the door to competition through the Government, which we are
told and we believe from the language of the bill is not intended.

Mr. MacpoxaLnp. I am sure it is not intended.

Mr. Luxcu. All we have tried to suggest is that some language
changes would help to clarify the meaning and intent of the bill.

I Listened with great interest this morning to the discussion and the
questions raised by the members of the committee which seemed to
me to raise a very fundamental point which I think is relevant to our
presentation. That is whether this bill is really a technical informa-
tion dissemination program, which we understand it to be, or whether
it is intended to be something mueh broader and get into the general
areas of aid of all kinds and types to business. 1 would just like to
comment on that earlier discussion, that it seems to us as we read the
language of the bill, particularly the definition of technical services
which refers to utilization of secientific information, even though
business schools are mentioned as being qualified, the real purpose of
this bill, as we see it, throughout, is to provide a program of dissemina-
tion of technical and scientific information as distinguished from
accounting, personnel, labor relations, or other management problems.

I just venture as my own comment—it had not occurred to us in
our committee deliberations this was a problem, so this is strictly
my own comment, and I address this somewhat to Mr. Farnsley, who
indicated considerable interest in this point—that these other areas
are being taken care of to some extent through the Small Business
Administration programs and perhaps other programs in the Govern-
ment, and if this element becomes a major factor in the history of this
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bill, then T think it is a change from what was originally intended, to
open up a complete aid to industry program involving marketing,
production, labor relations, legal problems, accounting problems,
warehousing, packaging. There is almost no end to the list of prob-
lems of industry and of service industries that could be encompassed
here if that is the final outcome.

Mr. MacpoNALD. Since you are putting it on a very iffy basis, I
will ask you an iffy question. If that were the case, do you think it is
necessarily wrong per se that the Federal Government or State
government try to help business?

Mr. Lu~cn. No; I do not think it is necessarily wrong. I know the
Government is doing a considerable amount of work in this area today
through the Small Business Administration, to name just one. The
question before the committee on this point I think is whether they
want a broad bill of general assistance of this type or whether, if our
understanding is correct, this is to be a limited-purpose bill to provide
basically a system for the dissemination of technical information.

Mr. MacpoxnaLp. I know business for many years has said it is
discriminated against; that every other segment within the United
States is helped and business is not helped.

Mr. Farnsuey. Persecuted.

Mr. Macpo~nanp. I would not go that far. Businessmen are not
that rabid in may area. But they do feel that they are not helped
to the extent others are by the Federal Government.

Mr. Luncn. Their complaint may be fully justified.

Mr. MacponaLp. I was wondering if vou think they should not be.

Mr. Luncu. No, sir; not at all. 1 am not saying that. I am
merely saying that, to me at least, this is a different concept than the
concept that we believe was intended to be written into this bill,
which is a bill to provide for the dissemination of technical information
to industry through the State institutions.

Mr. Macponanp, Where does it say that in the bill?

Mr. Luxca. The definition on page 2, starting on line 15, says:
technieal services means activities or programs designed to enable businesses and
industries to acquire and use scientific and engineering information more ef-
fectively.

Then it spells out the various means of doing this, but that is the
basic definition.

Mr. MacpoxaLp. You are putting emphasis on the word “informa-
tion,” and T would put emphasis on the words “acquire and use.”

Mr. Lunca. You have to say acquire and use something, though.

Mr. MacponaLp. Yes; scientific and engineering information.

Mr. Lu~xca. The question, I think, is whether it is contemplated
that this language, “scientific and engineering information,” would
encompass packaging problems. It might be. There might be a
technical problem there, or accounting problems.

Mr. MacponaLp. We do not have to read the whole bill, but just
paragraph 1:
analyzing programs of regions and industries to determine new opportunities for
applying technology.

It is not strictly information.
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Mr. Lu~ca. Again I come to the definition, Mr. Chairman, which
to me is the controlling thing in what they can do under this program.
What they can do under this program is provide programs

Mr. MacpoxaLp. I think if you go to (4):
sponsoring industrial workshops, seminars, training programs, extension courses,
demonstrations and field visits

Mr. Lunch. As I seeit, these (1), (2), (3), and (4) listed subsections
are means to carry out what it says in section 2(a).

Mr. MacooxaLp. Which is how to run a business most effectively
in a modern technological era. I think that is the sum and substance
of the bill. So, it is not just putting out a newspaper saying there are
3 million people with incomes of under $2,800 in the southeast section
of Massachusetts. I think it goes much further than that, and should.

Mr. Lunca. May I point out, Mr. Chairman, for instance, in
subsection (2) under 2(a), again you see the language “and similar
scientific or engineering information.” Then under subsection (3),
“to identify sources of engineering and other scientific expertise.”
Under (4), referring to the workshops and seminars, “the more effec-
tive application of scientific and engineering information.” To me,
the bill is shot through with this.

Mr. MacponaLp. You emphasize the word “information,’
emphasize the word “application.”

Have vou any questions, Mr. Keith?

Mr. Kerra, I share your concern for the potential competition
that this measure could give to private firms in the business of ana-
lyzing problems of regions and industries. The object of such ana-
lytical processes to determine new opportunities for applying technol-
ogy, to aequire and use scientific and engineering information more
effectively. What they do to accomplish this very worthwhile objec-
tive could be interpreted by industry and private engineering
firms as a potential threat to a legitimate business.

I would like to ask you, therefore, the question: Would you, as an
association, withdraw your support if none of your amendments
prevailed? Would you vote for the bill in its present form?

Mr. Lu~xca. Fortunately or unfortunately, I am not in a position
to cast a vote.

Mr. Kerra. We are quibbling here.  Would you support it, instead
of “vote”?

Mr, Luxca, Yes, I understand your question. I really cannot
answer it, Mr. Keith, because this would bave to be determined by
the society’s board of directors. All I can say is that I think, having
discussed this at great length with our various committees and groups,
the consulting segment would be greatly concerned if something was
not written in to clarify what they see is a possible danger.

I would like the record to be clear, Mr. Chairman, that we are not
saving this will happen. As a matter of fact, we know it has not
happened in the Iowa program. I may be a little prejudiced here
because Mr. Wegner is a former vice president of our society, a very
esteemed member, and he understands this problem thoroughly and
I am sure he would lean over backward to avoid its happening.

I also know in his program, as he stated, this activity in Iowa has
actually helped the consulting engineers. There is no question about
it.

?

and I
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Mr. MacponaLp. That is the point I tried to make earlier.

Mr. Lu~xca. But Mr. Wegner, unfortunately, perhaps, cannot run
this program in every State. We have confidence that many other
engineers will be just as diligent as he, but there is this potential that
in some places, in some circumstances, the program can be interpreted,
if I may use the illustration, to provide the design of a water system
for a municipality in a State, when this is not intended.

Mr. MacponaLp. Everyone is entitled to their own opinion about
a bill and its effect, but I think that is terribly farfetched. Where
could be read into this bill that a waterworks system could be pre-
pared by the State together with matching funds from the Federal
Government?

Mr. Lu~ca. In the language which provides for certain exceptions,
which is section 5(f), if I may turn to that. Starting on page 6,
section 5 has a number of restrictions. The Secretary will require
these to be set out in the plan. Section 5(f) is one of the restrictions.

Plan no services specially related to a particular firm or company, except
insofar as the services are of general concern to the community, State or region.

All we are saying is that a water system or a sewer system or a
highway system or an electrical system for a municipalityis certainly
of general concern to the community, and if some administrator
wished to do so, he could read this language to say this is a matter of
general concern to the community and, therefore, we are not restricted
and we can do this. 3

Mr. Macpoxarp. I would point out to you, because you have to
read back to the beginning of section 5, any Governor, at least any
Governor of Massachusetts, who decided to build a water system for
any city or town in Massachusetts would not be reelected.

Mr. Kerru. If he eame from Boston?

My, MacponaLp. No, it would not matter if he came from Boston
or not. Obviously, that is a community responsibility, as you point
out. It would take a great stretch of this language for it to fit the
illustration you used, to do something for a community which is build-
ing a plant or giving that sort of assistance to a community. Irespect-
fully beg to disagree and say that I think you are completely wrong
in that interpretation.

Mr. Luxcr. I do not think we disagree too much, Mr. Chairman.
I think we agree on the intent. I am glad to have it in the record
that this is the intent. Perhaps the only place where we disagree is
that we say it could happen.

Mr. MacpoxaLp. I say it could not happen.

Mc. Lunca. Similar things have happened undet certain statutory
language where an administrator at scme level reads it a different way
than the ecmmittee in Congress intended. We are just trying to pin
this point down as well as the other main point we make. I think this
a basic policy decision for the committee.

Mr. Macpoxarp. | agree with you in principle that the bill is
written in fairly broad and perhaps too broad language. If I had any
fault to find with the bill, and I do have some, it is that it is too broad
in language. But I think your illustration is even broader than the
language.

Any further questions, Mr. Keith?

Mr. Kerra. No, thank you, Mr. Chairman.

50-474—65 L]
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Mr. Macoovarp. Mr. Farnsley?

Mr. FarnsLey. When you say “industry,” you mean manu-
facturing?

Mr. Lunca. We understand the bill to be aimed primarily, Mr.
Farnsley, at the manufacturing industry.

Mr. FarnsLey. I am not asking what you think about the bill,
sir. In your presentation you use the term “industry.” What does
that mean?

Mr. Lo~cn. I would say it encompasses primarily manufacturing,
but may also include transportation, communications, distribution,
and similar activities.

Mr. FarnsiLEy. The bill says business and industry, so paparently
it makes the same distinction you do. All the service industries and
everything else, but manufacturing, transportation, and so forth.
When the bill says “technical services,” this means scientific services,
not the social sciences, not psychology. In other words, you consider
them not scientific and, therefore, not eligible under this bill?

Mr. Lu~xca. They are not.

Mr. FarnsLEY. Is that correct, sir? Is that what you say?

Mr. Luncu. That is correct. They may be scientific if you think
of it in terms of social sciences, but they are not scientific in terms of
this bill.

Mr. Farnsuey. Under this bill, it is not technical.

Mr. Luxcu. That is correct.

Mr. Farnsuey. I am not fussing. I want to clear it up. I am
trying to help you. I am trying to get the engineers out of it. You
say that you are afraid that under this bill some State, some adminis-
trator, some mstitution might be tempted to design a waterworks.

Mr. Luxca. They could.

Mr. Farnsuey., Which, in your opinion, would be the most apt
to be tempted to design a waterworks—the Harvard School of Business
or the Massachusetts Institute of Technology?

Mr. Luncu. That is a loaded question.

Mr. Farnsrey. Yes, sir.

Mr. MacpoxaLp. I think there is only one answer.

Mr. Lunca. Both being very eminent and distinguished institu-
tions, I do not think either one would get involved in a situation like
that.

Mi. Farxsuey. I thank you.

Mr. MacpoNaLp. Mr. Curtin?

Mr. Currin. Thank you, Mr. Chairman.

Sir, if you delete subsection (4) in the description of technical
services, does not the remainder of section (a) pretty well define the
functions of a private firm of consulting engineers? In other words,
do not consulting engineers do practically everything set forth under
(a) in behalf of a client, with the possible exception the provisions of
subsection (4)?

Mr. Luxca. I think they do, to some extent at least, not all of
them but various private firms often analyze problems of industry
or are retained by a regional authority or a State agency or a local
agency to make a feasibility study or an economic study. This is
very commonly done; yes, sir, (2) preparing and disseminating
technical reports. I do not know that that quite fits into our discus-
sion. This is a method of disseminating something which you have
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done. Certainly (1) applies to your point. (3) I think very likely
would apply to private firms. They could and very often do a
research job to identify sources of information. This is not unusual.
I agree with you, I do not think (4) applies. Normally a consulting
firm would not sponsor or put on seminars, although they might be
retained to work up certain technical seminars or programs for indus-
try, for continuing education purposes or something of that nature.
But not usually.

Mr. Kerra. Have you heard of Science Research Associates?

Mr. Lu~cn. I think I have seen the name or heard the name.

Mr. Kerra. They are an educational consulting firm which does
this kind of work that you just referred to. The company was
recently picked up by IBM for $38 million, and is implementing the
Job Corps training program for upgrading citizens so they can find
jobs in industry. They will undertake any program, I think, without
any reservations.

Mr. Luxca. Yes, I arh sure there are many organizations that
would undertake and do undertake presently various training pro-
grams for various clients.

Mr. Curtin. So, you are really saying, then, that the deseription
of technical services, with the subsections as is, could apply to the
work of a private consulting firm of engineers?

My, Lu~es. Yes, sir; I think that is correct.

Mr. Curtiy. In relation to a private contract of such a private
firm with a client who wanted certain information?

Mr. Luxcn. 1 think in many cases they do and certainly they could
do almost all of the things that are indicated here.

Mr. Currin. That is all, Mr. Chairman.

Mr. Macpoxarp. I thank you for appearing before us, and in
conclusion I would like to point out the amount of money in the bill
I think would vitiate against the problems that your society thinks
might occur. There is not that much money involved.

Mr. Luyca. If T may comment, Mr. Chairman, I think this is an
open-end bill as far as money is concerned. There is a provision for
$95.000 to each institution to develop a plan, but the actual implemen-
tation program is open end. It merely says Congress shall appropriate
such funds as are necessary or some language of that type. Thisis a
general authorization.

Mr. Macpoxanp. The authorization would be included in the bill.
The Secretary of Commerce yesterday, if I recall his testimony, said
that the first year was $30 million.

Mr. Dixo~x. He was using the figures $10, $20, and $30 million
for the first 3 years.

Mr. Macponarp. With $30 million at the top to be spread among
50 States, I do not think you can build many waterworks.

Mr. Farnsrey. Mr. Chairman, do you think under this bill these
agencies could contract to do these things? I think they could.
The University of Louisville is working with the engineers all the time.
They take contracts to do engineering work. Could not these agencies
contract to do engineering work and thereby have extra money?

Mr. Luxca. I would give my opinion. I think they could,
Mr. Farnsley. I see nothing in the bill to prevent the institution
from doing some of this function by contract with any other organi-
zation, whether it be another university or private firm, or industry.
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Mr. MacpoNaLp. In my discussion with Mr. Wegner, T pointed
out that if the Governor of Massachusetts selected Harvard Business
School, they would have to contract some things out to engineers
because they do not have the engineering services in that business
school.

Mr. Lunca. I would assume it would be contemplated in most
programs that there would be some contracting for specialized
assistance.

Mr. Kerra. As a matter of philosophy, I would like to ask a
question here. In the provision that you mentioned with reference to
$25,000 a year for each of the first 3 fiscal years, without any restriction.
It would be an outright grant would it not?

Mr. Lu~csu. It is my understanding it would be an outright grant
to help the institution develop a plan for submission to the Secretary.

Mr. Kerra. Can you imagine any State anywhere, knowing they
could apply for a $25,000 grant, which is really a $75,000 grant, not
making the application?

Mr. Luxcu. It would be very difficult to imagine that situation.
I say this from the standpoint of having been exposed to similar
programs over the years. Most States, I think, would logically feel
they might as well get their proper share. Congress has authorized
it. I do not mean to say this in a cynical way. I am sure the inten-
tion in all cases would be to develop a good, construetive program.

Mr. Kerra, It has always been myT:eliof thatif any program of this
sort is good enough for the State to undertake a serious study, they
should be required at least to put up matching funds so the State pays
for some of the value it receives. We had this problem, you may
recall, Mr. Chairman, in the case of educational TV. The bill orig-
inally was written to provide $10,000 for every State, regardless of
whether or not they wanted educational TV or needed it. I feared,
and the committee shared my concern, that any State. even though it
was working jointly with another State, would find some way to use
that $10,000. The Governor would have the authority to undertake
a contract with a private firm to conduct a study which would result
in a recommendation to go ahead or not to go ahead with the program
which would follow. The same thing could exist here. I am some-
what concerned that any Secretary would make such a broad or
unrestricted approach as this.

Mr. Lu~ca. This would be a personal opinion, Mr. Keith. I would
feel, as you do apparently, that if a State is seriously interested in
developing such a program, $25,000 is not a large sum of money for
most States, or I whould say even all States, if they are really serious,
or half of that amount, for them to put up a matching fund to get the
thing started. 1 would assume that most States would be willing to
do this if they were really serious about developing a good program.

Mr. Kerra. We are talking of roughly $1,250,000 a year times 3,
which would be $324 million.

Thank you, Mr. Chairman.

Mr. MacoonaLp. Thank you.

Mr. Lu~nca. Thank you very much, sir.

Mr. Macpoxanp. The statement of James S. Hostetler, of the
New England Council, will be submitted for the record at this point.

(The statement follows:)
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StatEMENT OF James S. HosTteTLER oF THE NEW ExgrLaxp Counciw

Mr. Chairman and members of the committee, my name is James 8. Hostetler
and I am appearing on behalf of the New England Council, a private, nonprofit
organization with offices in Boston, Mass. The council is composed of 2,200
members drawn from business, labor, edueation, and government within New
England, and is devoted to the development of a sound and dynamie region
through utilization of all human, natural, and material resources. With New
England’s economic development as a focus, the organization seeks to identify
the region’s broad public interest and to promote appropriate programs of action
to implement its findings.

Since its formation at the recommendation of the New England Governors in
1925, the council has sought common, regionwide solutions to the six States’
problems and has supported opportunities for regional development. The
council is, therefore, interested in H.R. 3420, the proposed State Technical Serv-
ices Act of 1965.

The proposed bill would authorize the Federal Government to make grants to
States to support programs to make better commercial use of the latest findings
of science and technology. These technical services programs, planned and exe-
cuted locally, would put this important information in the hands of loeal industry
and business. To qualify for Federal matching funds, a State would designate
an institution or agency to prepare and administer the technical services pro-
grams within the State. However, section 7 of the bill would provide authority
for two or more States to cooperate to designate a regional institution and 10
percent more Federal assistance would be available for the regional institution
through nonmatching Federal grants. All gualified institutions in the State or
region could participate.

The rapidly changing role of science and technology and its impact upon eco-
nomic growth has long been recognized as an important asset in the New England
area and the rapid growth of new technical enterpris many of which have
arisen as a result of federally sponsored activities, has made an important con-
tribution to the New England economy. More is possible. In recognition of
the inereased importance of seience and technology in regional economie develop-
ment, the New England Couneil has recently established a committee on seience
and technology under the ehairmanship of Richard 8. Morse and with represen-
tatives from the industrial-academic-financial community. This commitiee is
studying ways to enhanece the effectiveness of the New England Council through
the improved use of new technology and advanced management concepts. We
believe that an important aspect of such activities involves the use of systems
management methods and a high order of technical planning on a regional basis.

We fully recognize the importance of Federal activities in the field of research
and development and are aware of technological advances resulting from programs
of Federal departments and agencies, including NASA, AEC, the Departments
of Defense, HEW, and Interior, and others. It is, however, abundantly clear
that such activities, regardless of their scientific significance, are, in fact, useful
to the community only insofar as new produets and processes can be introduced
into the civilian sector.

This process of introduetion should be accelerated by the proposed bill with at
least the following advantages to the New England region:

1. By upgrading further our industries through making more readily
available information about recent technological developments, the region's
economic and industrial base should be broadened and strengthened.

2. Facilitating the industrial use of new technology and the manufacture
of new produets should inerease employment in the region.

3. The competitive position of New England products should be enhanced
on the world market.

Commercially significant products will not evolve from research programs with-
out a strong eooperative effort ineluding universities, communities, industries, and
the Federal Government. We think such cooperation to be most effective should
take a regional form. Cooperation on & regional scale has become increasingly
important in trying to fashion adequate solutions for such complex and diverse
problems as ground and air transportation, stream and air pollution, recreation,
and power development. New England with its wide experience in successful
intersiate achievement, can be expected to implement the technical services pro-
posal in a way designed to make maximum use of interstate cooperation.

While New England has unique educational facilities and technical competence,
it is important that these resources be made available to the region as a whole,
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particularly to areas and industries more remote from and less familiar with ad-
vances in seience and technology which may have special relevance for them.

With changes in the character of our defense effort and perhaps its dollar value,
the problem of technology transfer becomes even more urgent, New England has
many examples of large defense facilities or industries dominating a local area’s
economy. Better diffusion of new techniques and knowledge can help in the
diversification and strengthening of loeal industry and help prevent economic dis-
aster from oceurring should a defense closedown or eutback oceur.

Accordingly, we believe H.R. 3420 can contribute to the continuing efforts of
New England to find improved means to strengthen all segments of its economy
and all geographical units in the region, and in the process make an even more
signifieant contribution to the overall economic growth of the country.

Mr. Macponawp. All witnesses having been heard, the hearing is
adjourned.
(The following material was submitted for the record:)

TaE SECRETARY oF COMMERCE,
Washington, D.C., June 22, 1965.
Hon. TorserT H. MAcDONALD,
Chairman, Subcommitiee on Commerce and Finance of the Commitiee on Infersiale
and Foreign Commerce, House of Representatives, Washington, D.C.

Dear Mgr. MacpoxaLp: I am happy to provide you with the additional infor-
mation you re uested in vour letter of June 3, 1965, as to our plans for implement-
ing the State Technical Services Act of 1965.

To develop and earry out the Department’s responsibilities under the act, I
L)mpose to establish a new organizational unit (tentatively entitled the Office of
Jtate Technical Services), headed by a Director who will report to the Assistant
Secretary for Secience and Technology. The Director will be an individual well
experienced in engineering or scientific administration, and the position will
probably be established at the GS-18 level.

The Office of State Technical Services will be responsible for carrying out all
functions under the act. Its major functions will inelude:

1. Alloeation of funds to each State to assist in the development of its 5-
year plan for technical services, as authorized by section 11(d); consultation
with States on plan development;

2. Review and approval of State plans and programs, and allocation of
annual Federnl matehing grants to designated institutions, as authorized by
section 11(a);

3. Development and approval of “special project” grants, as authorized
by seetion 11(b);

4. Encouragement of regional and interstate programs, and allocation of
additional 10 percent grants, as anthorized by section 8;

5. Development and issuance of rules and regulations pertaining to
Federal grants for State technical services, as required by sections 6, 11, and
13;

6. Development of a reference service to assist Btates to obtain scientific,
technical and engineering reports, advice, and consultation, as authorized by
section 12.

The act provides that the costs of the first five functions listed above cannot
exceed 5 percent of the funds appropriated to earry out activities under section 11.
Total staffing for these “direct administration’ funetions for the first year of the
program will be limited to 21, with an additional 11 positions required for the
techniecal reference service.

The Department will take full advantage of its existing stafl resources in carry-
ing out the act. Most administrative support services (budget, personnel, ete.)
will be obtained from the Department’s central administrative staffs. The new
Office of State Technical Services will rely on the Clearinghouse for Federal
Scientific and Technical Information to service State requests for technieal
publications and to help stock the technical reference depositories many States
will establish. Under the act, the Clearinghouse will also expand its documenta-
tion services to cover selected areas of researeh sponsored by business and univer-
gities, as well as federally supported research. The Office of State Technical
Services will reimburse the Clearinghouse for these additional costs it will incur,
and the Clearinghouse may consequently need to expand somewhat its elerical
employment to perform its contracted work. The Office will itself provide, or
obtain, the technical consultation, training, and other forms of referral assistance
which States request.
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The above information covers in part the questions raised in your letter as to the
relationship of the Clearinghouse to the State technical services program. The
Clearinghouse now has a staff of 292, and a budget of about $4,400,000 annually.
This includes $1,130,000 in direct appropriations, $1,100,000 derived from sales
of documents, $2,100,000 estimated reimbursements from the Department of
Defense for processing unclassified DOD research reports, and approximately
$85,000 from the National Science Foundation for specialized documentation
projects, The predominant funetions of the Clearinghouse are the systematic
collection, organization, and dissemination of federally supported research reports,
and the translation of foreign research and technical journals. Their experience
and eapability in document storage and retrieval will be of great value in carrying
out H.R. 3420, but the Clearinghouse will not be responsible, nor can it be, for the
development and execution of the total program envisaged by the act.

The detailed information you requested as to titles, grades, and salaries of the
added positions is attached. As in any new program requiring a high level of
Pl'ofwsin_:nul competence, we expect delays in filling many of the positions shown.
Iherefore, the staffing level indicated would probably not be reached until the
program had been in operation for about a year. The grades shown reflect our
best estimate at this time, and may vary somewhat, depending upon the duties
and qualifieations of employees actually selected. Position titles indicate duties
required during the setup phases of the program; however, we will stress flexibility
and cross-assignments to make maximum use of the small but highly competent
staff we expect to recruit.

I appreciate the interest your committee has shown in this act, and hope we have
provided satisfactory answers to your questions.

Sincerely yours,
Joux T. CoxNoOg,
Secretary of Commerce.

OFFICE OF STATE TECHNICAL SERVICES

Proposed staffing to be built up during 1st year

Title and grade

Director, GS-18.

Deputy Director T

Senior program manager, L I
Engineering and program analysts, GS-15
Engineering and program analysts, GS-14.
Legal adviser, 5 i

Admini 1

Btatistical assistant, GS-11_

Becretary, G5-9 ik

Becretary G8-7._____._.
Clerk-stenographer or clerk, G3-5.
Clerk-stenographer or clerk, GS-4

W O ettt T O O3 et et
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1 Each.
Tue CraremaN oF THE Councin or Economic ADVISERS,
Washington, June 7, 1965,
Representative TorBERT MACDONALD,
Chairman, Subcommilice on Commerce and Finance, Commitlee on Inderstate and
Fureign Commerce, U.S. House of Representalives, Washington, D.C.
(Attention: Mr. Williamson).

DEar Mr. MacponNarp: I wish to offer this letter in support of H.R. 3420,
the proposed State Technical Services Act, and to have this letter placed in
testimony.

Technieal ehange has confributed more than any other factor to our longrun
economic growth. In its 1964 annual report, the Council of Economie Advisers
stated “The erucial element in the rise of our material well-being has been the
progressive utilization of our ever-growing store of knowledge of the world in
which we live.” Since the turn of the century, the Nation’s real GNP has grown
at an average rate of 3} percent a year—an eightfold inerease within a single
lifetime. It is difficult to estimate precisely how much of this growth has resulted
from technical improvements and how much has resulted from increases in the
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available inputs of capital and labor. However, private estimates have attributed
to technical progress as much as one-half of the growth of real GNP or seven-
eighths of the growth in real output per man-hour.

Although it is by far the best single measure of longrun growth, real GNP
understates true longrun growth in two important respects. First, it takes
incomplete account of the value of the many new and improved products that
have become available over the years. Second, it does not value the increased
leisure which technology has made possible at the same time we have been
inereasing our production of goods and services. Analysis of real GNP therefore
understates somewhat the true longrun importance of technical change.

In the coming years, the Nation will be increasingly dependent on the rapid
growth and spread of new technology to maintain a high and sustained rate of
economic growth. Since 1957, the economy has operated with substantial slack.
Since 1061, primary attention has rightly been directed to fiscal and monetary
measures that help to create employment opportunities for idle workers and
productive facilities. We have still not achieved our full employment goals and
we must not relax our efforts to do so. However, as the gap between potential
and actual output is gradually narrowed, greater attention must be paid to meas-
ures that will increase productivity, and raise the growth of the potential. Such
measures can permit us to extend our 4-year record of rapid and sustained expan-
sion. At the same time, they will help to prevent the buildup of inflationary
pressures and they will gradually improve our balance of payments. By speeding
the application of new technology throughout the country, the State Technical
Services Aet should be a major step in this direction.

It is now fully recognized that governments have major responsibilities in
promoting the growth and spread of new technology. The Federal Government
finances two-thirds of the Nation’s vast research and development effort. Gov-
ernments at all levels make substantial contributions to the financing of our educa-
tional system. The State Technieal Services Act will provide a unique cooperative
State-Federal program, designed to make modern technology available wherever
it can be profitably employed. Studies have shown that innovations frequently
take years or decades to spread throughout industry. As modern technology
becomes more complex and specialized, it becomes more important to have im-
proved channels for its dissemination to all potential users, The State Technical
Services Act should provide an important new channel for the rapid spr ad of
modern technology.

The Federal Government has major programs to help speed the development of
depressed regions of the country. The availability of technical manpower and
specialized technical services is an important factor in developing the potential
of low-income areas. By increasing the availability of know-how in all regions of
the country, the State Technical Services Act will be an important factor in
spreading prosperity to all parts of the Nation. Tt is important that the act will
provide programs that are tailored to local needs and opportunities. This will
permit the programs to serve the goal of regional development much more effec-
tively than would be possible by artificially spreading Government research and
development contracts around the country. Most Government research and
development contracts are intended to further specific national defense and other
needs. They should, therefore, be placed where these national needs will be best
served. Regional needs can be best met through the State Technical Services

et.

The State Technical Services Act clearly cannot solve all our problems of
economic growth. But it can be an important instrument in furthering national
and regional growth, price stability, and an improved balance of payments. 1
hope your committee can report favorably on the bill, and that Congress will
speedily enact it into law.

Sincerely,

GARDNER ACELEY.

UNIVERSITY OF ARKANSAS,
Fayetteville, May 31, 1965.

Mr. W. E. WiLLIAMSON,
Clerk, Committee on Inlerstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Ep: Thank you for your letter of May 24 suggesting that I might like to
comment for the record or appear in person as a witness during the committee
hearings on H.R. 3420 (technical services). Previous commitments will not
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allow me to testify. As you may know, in March of this year I wrote to Oren
Harris, chairman of the committee, expressing our interest in and support of the
program outlined in the act. "

The National Association of State Universities and Land-Grant Colleges has
taken the position that the interest of various Federal departments and agencies
in extension programs within their particular fields of responsibility—including
industrial extension—be recognized and supported either in general legislation or
in separate legislation designed as a part of a comprehensive program. We see
the Technical Services Act of 1965 as an important part of a comprehensive
extension program.

Scientifie research and development conducted or supported by Federal agencies
are creating new technologies and improved engineering know-how more rapidly
than present mechanisms for their general dissemination are making it available
to American industry. We believe that the Technical Services Act will create
an effective means for placing the findings of science and engineering usefully in
the hands of American enterprise.

Developments in the field of agriculture provide ample evidence of the contri-
bution which the Agricultural Extension Service has made in this important aspect
of our national life. The means provided by the Technical Services Act for
carryving out a comparable function in the industrial, business, and economie
areas have great potential for making significant contribution to the economic
development of Arkansas and the Nation.

The university has been active in industrial and economic development of
Arkansas through programs carried on by the College of Engineering, the Engi-
neering Experiment Station, the Graduate Institute of Technology, the College
of Business Administration, the Bureau of Business and Economic Research and
the industrial research and extension center. We would welcome the opportunity
through cooperation with the Federal Government to expand and strengthen these
activities which are so essential to the economic and industrial development of
Arkansas.

I am pleased at this additional opportunity you have provided me to express
myvself concerning the State Technical Services Act. Perhaps this letter may be
useful in the hearing before the committee.

Warm personal regards and every good wish.

Sincerely,
Davip W. MuLuins, President.

Consvrting ENGINEERs CoUNCIL,
Washington, D.C., June 21, 1965.
ConareEssMAN Orpn Harnris,
House of Representatives,
Washington, D.C.

Dear ConcreEssmaNy Harris: Consulting Engineers Council has reviewed
S. 949 and H.R. 3420, the State Technical Services Act, and is pleased to present
to vou its testimony on the bill. We respectfully request that you note several
suggested amendments at the end of the statement which we sincerely believe
will improve the effectiveness of thisbill. The following is the prepared statement:

S. 049 and H.R. 3420: To promote economic growth by supporting State and
regional centers to place the findings of science usefully in the hands of American
enterprise.

Consulting Engineers Council of the United States, represents 1,600 independent
firms of consulting engineers in private practice throughout the country. s
the national organization representing the private engineering practitioner, CEC
supports efforts to speed the economic growth of the country through effective
use of our technical and scientific knowledge. Initiative in encouraging and
directing a greater distribution of technical knowledge to business and industry
will contribute to the expansion of the economy and the growth of our private
enterprise system.

This will enhance economic growth and private enterprise only to the extent
that it does not at the same time compete with the private business community
which it is trying to help. To this extent Consulting Engineers Council cautions
against any provisions in this legislation which would result in the providing of
technieal services by public bodies or agencies or tax-exempt foundations when
the same services are provided by taxpaying, private consulting engineering
firms and research laboratories.
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The providing of technical services to business, industry, and Government is an
area in which the private engineering community has long been preeminent.
The wide range of highly diversified and specialized professional engineering
talent available in private engineering firms and laboratories has in large measure
contributed to the Nation’s technical achievements and fund of knowledge.
Faced with the constant need of maintaining the utmost in efficiency, economy,
and expertise, the engineer in private practice has taken an active lead in providing
a wide range of specialized engineering services in industrial plant modernization,
design of buildings, and the planning and design of public works projects and
military installations.

No engineering problem—whether it is the design of a small piece of specialized
equipment for automation or the economic feasibility study and planning of a
multimillion-dollar hydroelectric powerplant—is outside the expertise of the
modern engineer.

To assure that proper safeguards are present in this legislation to preclude
Government-financed mm‘]u-tii ion by public bodies with private engineering
firms and individuals, CEC suggests the following amendments:

SECTION 5{e)

Change the present wording: ‘‘Determined that such technieal services program
does not provide a service performed as practicably by private technical services,
professional consultants or private institutions;"” to read:

“Determined that such technieal serviees program does not provide a service
that is now available or could be made available as practicably by private technical

services, professionsl consultants or private institutions;”.

sECTION 5()

Add the italic words to the present wording:

“Planned no services specially related to a particular firm or company publie
work, or other capilal project except insofar as the services are of general concern to
the industry and commerce of the community, State or region;"”.

The amendment to section 5(e) is suggested to provide for the occasion when a
technical engineering service which is not now available is perfected to the point
that it is offered as a service to the public. The present wording, it is felt, does
not take into aceount the offering of future technical services.

The amendment to section 5(f) regarding “public work or other eapital project™
is offered so that the section will conform to other provisions in the bill limiting
services to business and industries. The amendment suggesting the addition of
the words “‘industry and commerce” is offered to remove any implieation that
specifie technical services under this act would be provided directly to a commu-
nity, municipality, State agency, or other public body. Such an interpretation
would lead to a direct competition with private engineering firms which perform
on a contract basis much of the engineering services for all branches of government
at the Federal, State, county, and municipal levels,

In summary, Consulting Engineers Couneil and the American Council of Inde-
pendent Laboratories, which represents private laboratories, respectfully recom-
mend adoption of the elarifying amendments to help assure that the legislation
achieves its intended purpose. CEC and ACIL believe that this bill, if enacted,
will provide encouragement to a broader dissemination of technical knowledge
now available in engineering and science.

We would be pleased to know of your views to these suggestions and to benefit
by suggestions you may have. We would be most appreciative of any considera~-
tion you may give this statement. If CEC can be of any service, we would be
most happy to cooperate in any way.

Sineerely yours,
Leoniep K. Crawrorp, President.

Mississippl REsEarcH & DeviELopMENT CENTER,
Jackson, Miss., June 17, 19645.
Hon, Orex Harnmis,
Chairman, Commillee on Interstale and Foreign Commerce, Rayburn House Office
Building, Washington, D.C.

Dear CoxcrEssMaN Hamris: On behalf of the Mississippi Research & De-
velopment Center, a State agency doing research dedicated to economic develop-
ment, I wish to express support of H.R. 3420, the proposed State Technical
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Services Act of 1965. The proposed legislation will be a vital step toward estab-
lishing the machinery which will enable us, as a country, and us, as a State, to
come to grips with the tasks associated with the dissemination of technology and
its utilization.

I speak in terms of a “‘task” because, in reality, it is just that. Today, the
United States is making fantastic strides in science and technology, particularly
in the research and development effort in space and the military. In doing so,
we are also growing in competence and capability to solve problems. Yet, in
countless instances, new developments and technological changes do not show up
in, or fail to be transferred to, areas of civilian technology. We can draw a
comparison, which may not be an infallible one, but which I believe is indicative.
For a number of years now, dollars going into R. & D. have been increasing faster
than the gross national product. I am convineed that this lack of keeping pace
is, at least partially, due to lack of transfer of ideas from one field to another—
from those generating and developing them to those who could use them.

The proposed State Technical Services Aect would go a long way toward such
a transfer as is referred to here. Such a technical services program might be
thought of as an extension effort for science and technology and a parallel, al-
though not altogether similar, to the agricultural extension effort. The act
would provide for State and regional programs geared, or designed, to serve the
various sections of the country (the program serving Maine would necessarily
contain features unique for Maine but which, perhaps, would be totally unrealistic
for Mississippi—because the industrial problems and opportunities are different).

Mississippi's industrial employment only recently exceeded agricultural em-
ployment. Although we would not and should not discount the contribution of
agriculture to the Mississippi economy, we must think increasingly of ourselves
as an industrial State producing goods and service It would be our hope that,
through such measures as the State Technical Services Act, we could improve the
produetivity by which goods and services are made available to our people.

1 would appreciate your notifying the members of the committee of my support
for H.R. 3420 and including this letter in teh official record.

Sincerely,

Rosert F. DyE,
Acting Director of the Center, and Secretary, Mississippi Research and

Development Council.

Toe Traver ScHoon oF ENGINEERING,
Danrtmovurn COLLEGE,
Hanover, N.H., June 8, 1964.
Hon. James C. CLEVELAND,
House of Representatives, Washinglon, D.C.

Dear Mar. Creveraxp: Thank you for your letter of May 14. It was a
distinet pleasure meeting vou and to observe your diligent approach to the
problems at hand. I am very appreciative of what I saw.

It may be too late to respond to the suggestion that in a Technical Services
Act, H.R. 3420, I have reservations about seetion 5(¢) which begins at line 21 on
page 6. I suspect that this in intended to prevent a professor from receiving
compensation twice for the same service, and of course I heartily concur that
this should be prevented. However, gection 5(¢) jeopardizes any professor who
does legitimate consulting work on his own, as he is permitted to do by his uni-
versity, if his institution is a designated or participating institution. It possibly
could make it illegal for him to receive any funds for his consulting work even
though that work is separate, independent, and ethically permitted on a consulting
contract directly between the professor and an industrial enterprise. If this
were narrowly interpreted, by the present wording no professor would be safe
in undertaking a consulting contract if his institution belonged to this scheme.
It also indicates that he must not maintain any private interest in conflict with
his publie responsibility. Publie respousibility can again be narrowly interpreted
if one wishes to hold that a professor should contribute all his efforis free of
charge in spite of the fact that consulting work has traditionally been regarded
as a commodity in the market.

Thank you again for your interest,

Sincerely yours,
GrorGE A. TAYLOR,
Prafessor of Engineering and Management.
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STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

The National Association of Manufacturers appreciates this opportunity to
present its views with respect to the State Technical Services Act of 1965, H.R.
3420. The purpose of this bill is “to promote economic growth by supporting
State and regional centers to place the findings of science usefully in the hands
of American enterprise.”

We agree with the framers of this proposed legislation that “‘wider diffusion
and more effective application of seience and technology in industry are essential
to the growth of the economy.”” We do not agree, however, that the proposed
legislation is the only or the best means of accomplishing that purpose.

Some supporters of the proposed legislation believe, according to testimony
now in the record, that the primary intention of the bill is to provide a “technical
information dissemination program.” The U.S. Department of Commerce
established recently a Clearinghouse for Federal Scientific and Technical Infor-
mation to disseminate to seientists, engineers, librarians and management, through
a monthly publication, new, unclassified Government technical information.
It will contain an unduplicated index of the records of the Atomic Energy Com-
mission, the National Aeronauties and Space Administration, and the Department
of Defense.

In addition, there are more than 2,600 business and professional publications,
serving every conceivable occupation, issued regularly in the United States.
Their purpose is to inform those interested in the field of the latest technological
developments through articles and advertisements.

Scientific and engineering information, it seems to us, is more widely available
today than ever before. If additional dissemination of information was all that
was deemed necessary, such a program could be more readily and economiecally
established through State or regional offices of the U.S. Department of Commerce.
These offices could gather the material and make it available to all.

The major thrust of the proposed legislation, however, is to make the available
seientific and engineering information useful. To this purpose, seminars, work-
shops, training programs, extension courses, and demonstrations to make the
“technical reports, abstracts, computer tapes, microfilm, reviews, and similar
scientific and engineering information’” more effective are proposed. This, in
effeet, calls for an education program.

In recognition of this, the bill provides dollar-for-dollar matching grauts by the
Department of Commerce to the States for the establishment of a technical
services program in a university, preferably a State university, or land-grant
college. We understand that the total cost of the program would be in the neigh-
borhood of $70 to $80 million annually.

The Association of State Universities and Land-Grant Colleges in its support
of the proposed act cited the need for large-scale research and development, and
stated, “The university ean perform for industry the same R. & D. funciion they
have performed so effectively for agriculture.”

Others testifying on behalf of universities referred to services that could be
provided to business, such as, ‘‘research and assistance on technieal problems,"”
and “to conduct research and testing programs where necessary.”

These institutions, in making the dissemination of the technical information
useful to industry, recognize that research, development, and testing are necessary
to convert our scientific advances to effective commercial application though these
activities are not mentioned specifically under the broad programs to be estab-
lished under section 2{a)(4) of the propesed bill. To the extent they would be
allowed to perform such services with the assistance of Government funds they
would be competing with private organizations offering similar services

Section 5(e) of the bill is designed to prevent any of the broad programs stated
in the bill from competing with private enterprise. It provides that the desig-
nated institution certify it has “determined that such technieal gervices program
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does not provide a service performed as practicably [emphasis added] by private
technical services, professional consultants, or private institutions.” The phrase,
‘“as practicably” is subjeet to such broad interpretation that State administrators
would have almost unlimited discretion. In fact, lower cost, brought about by
the subsidization, would undoubiedly be sufficient justification for institution of
the proposed programs. This alleged safeguard then provides little, if any,
actual protection.

We understand that limited programs of the nature of those to be established
by the proposed bill have been operaced by some States for a number of years.
In addition, numerous colleges and universities offer day and evening extension
courses covering a broad range of technologies. Thus, with a high level of
technological education available to the businessman if he so desires, the need
for this legislation has not been sufficiently justified in our opinion.

We submit that it is not the lack of programs or dissemination of information
that limits the growth potential of small business. It is a well documented fact
that small business problems center around two factors—lack of management
gkills, and inadequate finaneing.

One of the stated underlying assumptions for the need of such a program was
contained in the 1964 Economic Report of the President.

“The Federal Government provides major support for the research and develop-
ment which underlies our striking technological advances. In the past, much of
our research and development has been connected with national defense. Now,
as military outlays level off, we face—

“x” % * g challenge to apply the Nation’s growing scientific and engineering
resources to new socially profitable uses;

A an o?pormnit y to accelerate the technological progress of our eivil-
ian industries.’

Approximately $15 billion is spent annually by the Federal Government for
regearch and development for national security and about $5 billion is spent by
industry for civilian or commercial purposes.

However, under Government research and development contracts the Govern-
ment in most cases, owns the patents to new inventions which were derived from
snch expenditures and today the Government owns more patents than anyone
else. From time to time the Senate has adopted amendments to bills—which
provide Government funds for research and development—that require the
Government to take title to all patents resulting therefrom, exeept under unusual
circumstances. A bill, S. 1899, to this effect has been introduced in the Senate.

It is a rare instance, that an invention made in pursuit of national security
requirements can be adapted for civilian or commercial use without the ex venditure
of considerable time and money for further research and development. However,
if the Government owns the patent, there is little incentive to make these expendi-
tures if the patent right to exclude others from using the invention is not exercise-
able. The rights to Government-owned patents are available to all, but the
incentive to risk funds to develop and market such inventions is lacking.

Should Government patent policy, now subject of hearings in the Senate,
result in an act to vest the patent rights in most cases in private hands, rather
than Government, large research efforts and funds would be employed to transfer
the new scientific and engineering discoveries to useful civiaian needs. This
effort and expenditure would dwarf those contemplated in the proposed legislation.

Since dissemination of technical information is more widely available than
ever before, and since no effective safeguard is provided in the bill to prevent
subsidized competition to private industry, and since this bill misreads the primary
needs of small business, and since “more effective application of science and
technology in industry” ean be accomplished readily by revision of Government
patent policy—we believe the proposed State Technical Services Act of 1965 is
an unnecessary Federal operation and should not be enacied.
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Srate oF CoNNECTICUT,
DEvELOPMENT COMMISSION,
Hartford, Conn., May 27, 1965.
Hon. Orex Harnis,
Chairman, Interstale and Foreiyn Commerce,
House Office Building,
Washington, D.C.

Dear ConNcerEssMAN Harmris: It has been brought to the attention of the
Conneeticut Development Commission that the State Technical Services Act is
scheduled for hearings before the House Committee on Interstate and Foreign
Commerce during June.

The purpose of this letter is to convey the support of the Connecticut Develop-
ment Commission for this legislation. The commission believes that the State
Technical Serviees Act will significantly advance Connecticut’s economy and, more
importantly, the economy of the Nation.

If the Connecticut Development Commission can be of any assistance in
attaining the early enactment of this legislation, please do not hesitate to contact
me.

Sincerely yours,

LeRoy Joxgs, Managing Director.

(Whereupon the subcommittee adjourned at 12 o’clock noon.)

O
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