Speech by Senator Birch Bayh T
World Fair for Technological Exchange

Atlanta, Georgia

February 28, 1979

Thank you very much for inviting me to Atlanta to talk with you. -

My office received a call the other day from a reporter who was
writing a story about the difficulties that an inventor faces today as
compared to the situation that existed at the time when Thomas Edison,
Alexander Graham Bell and Henry Ford were making their world changing
discoveries.

I have been thinking asbout what a radically different world that
we live in now as compared to fifty years ago, which is little more
than a blink in historical time. While the ingredieﬁts necessary for
inventiveness are still basically the same, today's inventor faces a
- much more complex world than that whiéh faced hié predecessors.

Inventors today are much more likely to be found in expensive
1aboratories than in their attics or basements because of the great costs
énd,téchnical requirements needed for conducting most research. The
costs of research and development have increased astronomically. New
- inventions frequently face approval by government agencies which either
did not exist at all 50 years ago or were in their infancy.

Still, our society needs the inventor just as much now as in the
past. And, government must do its part to make sure the inventive spirit
stays alive and well in this country.

We are still refining and developing the discoveries made during
tﬁe great age of invention. A handful of couragedus, persistent and
imaginative men and women dramatically improved the quality of life for

the millions living today and for the untold numbers who will follow us.
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Certainly no one could have foreseen the effects that electricity,
automobiles and the telephone would have. Bgcause the great inventors
lived in free societies, they were able to develop and market their
ideas. We are still profiting from their efforts.

Today we also have ﬁedical discoveries that have not only pro-
longed life, but have greatly improved its quality. It seems incredi-
ble, but as recently as 1918—1919 a worldwide flu epidemic killed more
people than were killed in four years of bloody combat in World War I.
It is estimated that as many as a third of the world's population were
affected by this epidemic.

The list of inventions that would have seemed miraculous 100 years
ago--but which we take for granted today--seems endless. There has
been more change in the last 60_years than in all the preceding centuries;

We should all pause occasionally to read what life was like before
the great age of invention when‘condifions existed in the most developed
countries:that today we would associate only with the most baékward regions.
The great inventors lifted a large percentage of the world's population
.to a 1evé1 of well being that was previously in the reach of only the
fabulously wealthy, and in many cases not even to thém.

We should remember the advances we have made when we become
discouraged about facing the challenges now before us. I believe the
inventive spirit which has advanced us so quickly in this century can
also cope with the problems of the undernourished aﬁd needy of the world.

It is no accident that almost all of the great inventions of our

time have come from free societies. The inventive mind needs freedom to
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explore new regions of thought and imagination. This quality is
exactly what the totalitarian mind finds most threatening. Because
genius is such a fragile, individual quality, it is suffocated by |
deadening conformity and governmental control which are the hallmarks
of the totalitarian state. The ability of the individual to pursue
his dreams -and to possibly bring them to reality is one of the free
world's greatest accomplishments.

| In the United States there has been a great deal of concern that
our pioneéring, inventive spirit is somehow running out. - Our rate of
productivity and innovation do seem to be declining.' There are maﬁylr
possibie answers to this problem, but I think tha£ the main obstaclées
to innovatioh and inventiveness is a lack of incentive to take chances
caused both by some government policies overcaution on the part of
many businessmen and artificial trade barriers which some foreign govern-
ments have imposed. It is this which prevent U.S. companies from com-
peting fairly in many overseas markets, and which has led to a feeling
of frustration by'mahy in the business community.

We should also remember that existing regulations are the result
of a desire to protect our society from threats to our health and wel-
fare--a legitimate duty of government. The problem is that the line
between protecting the pﬁblic and stimulating creativity is hard to draw
and many times that necessary balance is reached only after trial and

erTror.
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I am looking forward to seeing the results of the President's
study of innovation which is being conducted by Assistant Secretary
of Commerce Jordan J. Baruch. This study has considered a wide range
of factors that impact on productivity and innovation. The report,
which is due to be submitted to the President in March of this year,
should shed some light oﬁ the best ways for stimulating American creativity.
There is also a concern‘among some of my Senate colleagues that
something has gone wrong with our legendaxy'American ingenuity. I have
int;oduced, along with Senatbr Robert'Dole_of Kansas, the University
and Small Business Patent Procedures Act which deals with one part of
this problem. The bipartisan support that our bill has received in
the Senate is a good indication of how seriously the problem of techno-

logical innovation is viewed on Capitol Hill.
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This bill is designed to cut the bureaucratic red tape that is presently
strangling immovation tesulting from federally-supported research and develope
ment. When the federal agency which funded the research iﬁsists on retaining
patent rights on resulting inventions, there is no incentive for private
industry to spend the millions of dollars commonly needed to develop and
market the patent. This process, as you know, is hazardous at best, but when
there is no patent protection available to protect this investment, the odds
against receiving a sufficient return on the companies' investment are sharply
increased. )

The Federal government now has more than 28,000 patents in its portfolio,

yet is successfhl in licensing only 4% of these paténts.” The rest are simply

gathering dust on the agencies' shelves, This is to me the type of waste which

has so understandably upset the American people,

I would like to mention to you one example of the type of invention we
are talking about. Two researchers at the University of Arizona developed a
process whereby they can extract a blood sample from a cancer patient and
determine what type of chemotherapy the patient can tolerate. At present the
patlent actually has to receive these drugs--and,ln.many cases umdergo palnful
reactions to them--before proper treatment is discovered. This promising pro=-
cess has been pending for well ovér a year now, awaiting a decision on whether
the department will grant a waiver of its patent rights to the University of
Arizona so that devélopment and possibly marketing can begin. This type of

unnecessary delay is intolerable,
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Under the University and Small Business Patent Procedures Act universities,
small businesses and nonprofit organizétions would be able to retain patent rights
on inventions that they make under federally sﬁpported research and development
if they are willing to spend the necessary fuﬁds to develop énd market them. The
bill would also protect the rights of the government to enjoy and use for itself
inventions that it had helped to support.

Experience ‘has shown that unless inventors, wniversities, small businesses
and the private sector generally are given incentives to work together and bring
inventions to the public, nBW'technologf is 1likely to languish.

Another problem addressed by my bill is the distressingly low percentagé of
federal research mﬁney-going to small bUSinesses; The Office df Management and
Budget released.a study which said that firms with 1000 employees or less are
credited with almoét half of the industrial innovations made between 1953 and .
1973, 'This same study estimated that 16 small high-technology firms created
25,558 jobs for American workers during this 20~year period., In light of these
facts, it is very disturbing tb me that small business.receives less than four
percent of all federal research and development expenditures. One major reason .
many of these innovative small companies have avoided federal grants is the
uncertainty over whether they will be allowed to retain patent rights on
resulting inventions. The University and Small Bﬁsiness Patent Procedures Act
will end this uncertainty.

The crux of this problem is to make sure that the benefits of federal
research and development reach the marketplace where the public has access to
them. Considering the potential discoveries possible in the wide range of areas

included in goverrment research, these inventions could have worldwide importance.
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Yet this bill addresses only a small part of the overall problem of
continued innovation and greater productivity.. Without a doubt, Americans
need to study the success in productivity achieved by Japan and West Germany
since World War II, and see what types of incentives and government programs
have worked best for these nations. The healthy exchange enjoyed with our
free world competitors benefits all of us by requiring companies to remain
imaginative and responsible to the public needs if they are to succeed in the
international marketplace,.

The great technological advances the free world has made are also an
example and an illustration to the rest of the world that the human spirit needs
freedom as a fundamental reqtifement for its advancement. The technology fair
is evidence that inventiveness and creativity are not limited to the age of : .%%
Edison, Ford and Bell, but are alive and well here and now. We merely need
the proper conditions to continue flourishing.

I would be less than candid if I did not mention the importance of making

certain that markets are as open to the continued flow of U.S. high technology

products and immovations from our free world trading partners as they are to

products from Japan and the Buropean community. As you know, U.S, companies
look worldwide in their search for the best product available at competitive
prices, while many foreign governments have closed their markets to our high=-
technology fimms even though they are compétitive with domestic companies,

Our government is now in the process of negotiating an international pro-

curement code which is intended to open up trade to the most competitive company
whether foreign or domestic through a system of open bidding on government con-

tracts., The telecommmications and electronics industries have suffered




in international competition because of artificial barriers to foreign

markets adopted by some countries. I think tﬁe Congress will be very reluctant
to }J.pprove any agreement which does not guarantee U;S. companies an access
to foreign markets comparable to the easy access which foreign companies have
to our markets.

One example of artificial barriers to U,S. companies and its effects
is the fact that we buy 30% of our telecommmications equipment abfoad, while
entities like Nippon Telephone and Telegraph import less than 2% of theirs.
The only other alternative ‘to making foreign markets more open wouldl‘be to
reevaluate present.policieé which allow fOreign companies to . compete freely -
in our markets. Such a step would work to thé ultimate detriment of evefyone
invﬁlved, thus I hope foreign goverrnments will agree to allow UOS._companiés
to have a fair access to their high technology markets. |

There is also a sécurity aspect in technology which dictates that we
- must carefully exax_nine the export of high technology to potential political dr_
| military adversaries. In the words of the late Senator Hubert H. Humphrey, we
lshould be.wi'lling to sell them "anything that they can't shoot back.".

I opposed computer sales to the Soviet Union which could be used to
- further harrass human rights advotates, as well as be adapted to military
purposes, and sﬁpported the President’s decision to disapprove this sale.
Once, when Lenin remarked that the commumists would hang the West, he was
asked where they would,get the rope. He replied ''the West will sell it to

us." We must make sure that Lenin's prediction never comes true.




In conclusion, I think that the two greatest areas for improving our
téchnological inﬁovati_on and productivity is to encourage more research and
development by making sure that resulting inventions and discoveries reach
the marketplace. Secondly, we must assure our companies of a fair chance to
compete in foreign markets. Ultimately allowing international competition to
flourish will work to the benefit of all of us as it has in the past.

Thank you.




