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INDUSTRY FACTS 
& FIGURES 

Areas of the federal budget that link
public R&D money with private
industry activities are important

components of the FY 2004 Congres-
sional appropriations process, which was
signed into law in January, slating a record-
high $127 billion to R&D
(1). Such links are some-
times a controversial subject,
but they provide a means
for the government to focus
the capabilities of indus-
trial development on proj-
ects that are deemed partic-
ularly vital for the (U.S.)
public good.

The poster child for
controversy in public–
private partnerships is the
Advanced Technology
Program (ATP), a segment
of the National Institute
of Standards and Tech-
nology that seeks to share
costs with companies on
“high-risk, high-payoff”
projects—that is, early-
stage research that appears too uncertain for
private investments but carries the poten-
tial to have a significant impact (2). From
its start in 1990 to 2003, the ATP has invest-
ed about $2.1 billion in 709 projects.

Individuals of a more libertarian mind-
set are concerned about the effects of the
program on the free market. The Cato Insti-
tute think tank has referred to the ATP as
“the essence of corporate welfare”, with an
explicit purpose of providing benefits to
specific firms and industries that don’t
need it (3). In agreement with this view,
the Bush administration’s FY 2004 request
included only enough funds to phase out
the ATP, while the House’s budget didn’t
provide any funds at all. But the Senate’s
proposal to maintain last year’s funding levels
(about $180 million) won out and allowed

the ATP to survive by the skin of its teeth,
as it has before. 

A somewhat more popular case of pair-
ing federal funding with industry R&D is
the Department of Homeland Security
(DHS), which received $1.04 billion for

R&D in the final budget, up 56% from
FY 2003. DHS, unlike many other agen-
cies, is responsible not only for research but
also for bringing technology-based products,
including terrorism countermeasures such
as detection equipment for chemical, biolog-
ical, nuclear/radiological, and high explo-
sives attacks, to market and deployment (1).

A prominent part of the DHS budget
is Project Bioshield, which was initially
publicized in the President’s 2003 State
of the Union address. This program is
designed to provide a guaranteed market
for companies performing R&D for biode-
fense products. Bioshield provides funds—
$885 million for FY 2004 and an addi-
tional $4.7 billion set aside for use until
2013—to purchase stockpiles of such
products when they are still in develop-

ment. This gives a strong incentive for
companies working on, for example, drugs
against anthrax or a smallpox vaccine.

Those dubious of government–industry
partnership are more supportive of this
arrangement, since there are no normal

market incentives for these
products and the govern-
ment is technically a
customer as opposed to a
subsidizer (4 ). Biotech-
nology companies see the
program as essential. In
May 2003 congressional
testimony, William Hasel-
tine, CEO of Maryland-
based Human Genome
Sciences, said of his compa-
ny’s monoclonal antibody
anthrax drug ABthrax,
“We are now ready to
begin manufacturing this
product and initiate
human safety trials. In
order to move forward,
however, we need a
commitment from the

federal government to purchase the drug.” 
Now that Bioshield has been signed

into law, the effectiveness of its commit-
ments will be put to the test. 
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Figure 1. Programs in the Directorate of Science and Technology, which received the lion’s
share of DHS R&D funding in FY 2004 ($869 million; separate from Project Bioshield), are heavi-
ly oriented toward working with and encouraging private industry activities. Source: Ref. 1.
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