Cefehe What’s Ahead for Business

, o
N ,:_/_\f:‘op\\x" o R : _ Edited by Howard*Banks
GOVERNHENT‘S R&D TREASURE 'I‘ROVE
Fedml spending - SPENDING ON RESEARCH 'AND DEVELOPMENT IN THE U.S.ugoven@ont,
eontinues : «- corporate plus universities and foundations—will total $131.5 billion
' in 1988, according to a new survey by Battelle’s Columbus division,

- That’s a healthy 7% or so up on 1987 levels, but slower than the 10%
to 11% national average maintained through the mid-1980s.
Slower growth this year mainly affects corporate spending. Economic
uncertainty is to blame, says Battelle’s Jules Duga.
~ Federal R&D spending, however, is slated to remain buoyant. The
National Science Foundation predicts around a 10% increase over

"~ 1987, despite budget squeezes. The feds in 1988 will account for over
' 49% of all R&D spendmg (up from- 46% in: 1987]

The big_‘ spenders— FOUR GOVERNMENT DEPARTMENTS DOMINATE, not su.rpnsmgly headed -

whotlley'&réi and by the Department of Defense (about two-thxxds of federal R&D

; e, & - - spending). The others are Health & Human Services, mostly through

what it's for ©  the National Institutes of Health (around 12%); Energy (8%}; and the
National Acronautics & Space Admxmstrauon {7%; seep. 101).

' Aerospace will continue to dominate. Of the $24 billion to-be spent on

R&D in this sector in 1988, almost 80% will be federally funded. The

' electrical machinery and telecommunications sectors will together
N spend just over $10 billion, 40% of it federally funded. -

. But most: manufacturmg sectors pay for much. of their own R&D. In

+-1988 machinery will spend $11.9 billion (12.5% federal money}; chem-
icals $9.4 billion (3%}, autos and trucks $9.2 billion {23%); instru-
‘ments:$6.8: billion {15%; petroleum $2.5 billion {virtually none of it
federal money}; rubber $1.5 bllhon (16% J; and food and beverages $1
 billion (none}.

" The top ten corporate spenders? Genoral Motors IBM, Ford, AT&T,
GE, Du Pont, Eastman Kodak UTC Hewlett Packard and Digital
""‘Eqmpment o

SPENDING BY THE 600 FEDERAL LABORATORIES and. then' 100,000 scien-
; run by 12 government departments—$16.4 billion tl'us year, up
n $15.5 billion in 1987 —is m_cluded_ in these totals.

_-An attempt is under way to encourage industry to use the results of
" this government. research commercially. The Federal Technology
.+ Transfer Act of 1986 even allows corporations to negotiate exclusive
.. rights to particular government research, for a share of the profits.

""" Individual govérnment researchers can benefit, too, with upto 15% a
" year of industry’s payments for the life of the patent, to a maximum of
$100,000 a year. One winner is Robert Gallo of NIH's National Cancer
 Institute for techniques used in detecting the AIDS virus. :
But this sort of example is rare. Few corporations have latched on to
_ what should be a treasure trove—U.S. corporations, that is. Since the
 doors on these federal labs were opened, U.S. business visitors have
been outnumbered ten to one by those from Japanese companies.
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COPIES of a 700-page directory intended to fa- -

cilitate the search for information on the

safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in recent weeks. The directo-
ry’s publisher, the Council oit Health Care Tech-
nology, is a-Government-private group that hopes
its Medical Technology Assessment Directory is
just the beginning in dealing with an intimidating
health-care delivery problem. :

The councii, now two years old, has been looking
for ways to find answers to bewildering questions
about the rapidly growing array of medical proce-
dures, devices and drugs. For example, should a
pancreas transplant be covered under a health in-
surance plan? Should the hospital acquire a litho-
tripter- that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cost, and when will CT scans or conven-

tional X-rays suffice? Is the insurance plan paying

too much because doctors are performing too
many costly Caesarean sections? And where are
the gaps in research that need to be filled?

The answers are important at a time when
health-care insurance premiums have been rising
by «ouble-digit percentages and insurers and
providers are expressing frustration that they do”
not have more information on how best to serve
their patients yet restrain costs. ““We need to en-
courage people to demand more proof that medical
technology is more efficacious,” said Lawrence C.
Morris, a council member and a senior vice prési-
dent at the Blue Cross and Blue Shield Association. .

The Washington-based council, composed of au-
thorities from all sectors of the health-care indus- -
try and financed by Federal grants and contribu-
tions from dozens of private organizations, has

\
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‘ faken several tacks. One is to become an informa- -
" tion clearinghouse. The Medical Technology As-

sessment Directory describes many private and
government groups that conduct medical tech-
nology evaluations, and the work they are doing.
. “It is designed to become dog-eared,” said Clifford
8. Goodman, council program officer.,
*‘Until now many of the people who were promi-
nent’ players were unaware of -who some of the
other players were and how to get in touch with

" them,” he said. “We need a network.”

The directory, which eomplements existing data
bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once.
And it includes references to wdrk-in !‘fugitive”
areas that might not be easily found elsewhere,
such as industry studies, professional association
reports and conference proceedings. -~

But the council emphasizes that the directory

could someday be much bettet, w
not ayai ctronically, Tor use thj

com%uterg. For another, it is by no means exhaus-

tive. Its creators hope that as news of the direttory
_spreads, groups not listed wilt contact the council
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for inclusion in future volumes. And suggestions
for the guide are welcomed. .

The council, which is under the Institute of Medi-
cine, part of the National Academy of Sciences, has
also established a panei to improve on methods of
assessing technologies. And it plans to begin a
project to find ways to create a standardized elec-
tronic medical record that provides detailed health

E _ information on every American.

“Currently, records don’t move between hospi-
tais or with the individual,”” said Dr. Richard A,
Rettig, director of the council. “An electronic
record would provide more organized access to pa-
tient records to improve the quality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems.” The project could aiso
examine how to prevent such a system from invad-
ing people’s privacy. - - ’ N

On another front, the council’s evaluation panel

. is looking for ways to stimulate, coordinate or pos-

sibly commission technological studies.

But some heaith-care specialists strongly sup-
port a more aggressive body that would draw on
literature and experts in the field to provide stand-
ards for use of the most common medical proce-
dures and compare their efficacy and cost with
those of other procedures. They say that the cur-
rent council, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-

. nanced and inadequate.

One specialist who has taken this position is Dr.
Robert H. Brook, a professor of medicine and.pub-
lic health at the University of California at Los An-
geles whose research has shown that at least a
third of some medical procedures are unneces-
sary. “If I were the czar,” he said, I would take
the 50 or 100 most commonly used procedures, go
through the process we’ve been going through in
our research, and develop appropriateness stand-

- ards. It-would cost at-least $50 miltion to $100 mil-

lion to test the validity of it so you don't screw up.

.But remember, that compares with the $500 biilion

annual cost of health care in this country.”




High-Tech Life

Reshapes U.S,,

'Ana]ysts Say
Hill Stiidy Predicts
Rapid ﬂ'amfonnat;on

Associated Press

The next two decades will be a
time of massive change in which
virtually every U.S. product, ser-
vice and job will be reshaped, ac-
cording to a four-year government
study of new technologies.

The congressional Office of
Technology Assessment study re-
leased yesterday said that emerging

technologies should offer chances to |

expand educational opportunities,
extend life, reduce illness and make
work more rewarding by using ma-
cbmes for tedious, repetitive jobs.

-But the ‘study warned that rapid
change also threatens to “shake the
foundations of the most secure
Amemn businesges,”

?“We know that we are moving
away ﬁ‘em an economy heavily de-
pendent on raw materials, where
most businesses were |solated from
international trade,” said project di-
rector Henry Kelly.

:'As one example of how change al-
ready has reshaped the country, the
study, said the number of lawyers,
bankers,~scientists and accountants
needed to supply Americans with
food is now roughly equal to the
*nfimber of farmers.

*The study said that for the coun-
try ta take full advantage of emerg-
ing technologies, Congress. should
consider *° making fundamental

changes in tax laws and government |
- regulations. .

. “Regulations designed to protect
consumers . may have outlived

their usefulness in areas ranging (g

from banking to housing to electric
utnhtles, the study said.
- In the tax area, the study urged

reducmg or abolishing the tax on

capital gains and revising or abol-
ishing the corporate income tax.
The report said these taxes reduce
needed investment to boost U.S,
productivity,

!

|

for home mortgage interest shouiu
be limited to a fixed amount be-
cause it makes little sense to en-
courage investment savings in the
form of home purchases, but not
permit the complete deductibility of

the report’s predictions:
8 New teghnologies for collecting, |
foring and manipulating informa-

/fion have the potential to revolu-

uomze the economy. Businesses are
dlready - spending 40 percent - oi
l:he:r investmént dotlars on"comput-""
ers: and other*finformation” ma-
chmes double the 1978 share. -

- “The potential productivity gains-
in this area-—the inovement and or-
ganization of information—are at
least as great as those produced
[by] the first Industrial Revol
the study said.

Greign compelition

\vas inevitable with the post-World
War Il recovery of Japan and West-
ern Europe and the emergence of
sophisticated production in places
such as Korea and Taiwan. Undis-
puted. U.S. economic leadership
may be lost, but the change does
not necessarily mean that U.S. liv- |
ing standards will decline.

» Consolidation of farm ownership’
is likely to continue so that by the
year 2000, the 14 percent of farms
with annual sales higher than.
$250,000 will account for 80 per<
cent to 90 percent of total sales.
Likewise, grocery stores will con-
tinue getting larger, “Super stores”
with 200,000 square feet of space
and offering 20,000 products ac-
count for 28 percent of ali grocery
store sales. ]
w The U.S, housing industry, to
combat the decline in home owner-
ship, may follow the trends of Swe-
den and Japan, moving toward pre-
fabricated homes built on assembly
lines, sold in showrooms and assem-
bled on the site,

" m The nation’s educational system
is on the brink of major technolog-
ical changes through the use of
computers that will make learning
more productive and fun while al-
lowing teachers more time to spend
with individual stuf‘gnts.




Travelers’ Diarrhea Blocked

By Modified Cows’ Milk

An infection-fighting protein found in

" cows’ milk can safely prevent travelers'

diarrhea, researchers reported in last
week’s New England Journal of Medicine.

A number of micro-organisms can cause
*"fravelers’ diarrhea, but the most common cul-

o .pnt is enterotoxigenic Escherichia colf, A be-

nign form of this bacteria is normaily found in

" the human gut, where it causes no problems.
. Travelers' diarrhea strikes 30 to 50 percent of

visitors to developing countries,

Scientists have known for some time that
mother’s milk protects infants from a num-
ber of infectious agents, including bacteria
that cause diarrhea, because the milk con-

- tains antibodies, which are infection-fight- -

ing proteins produced by the immune sys-
tem. Infants initially fail to make antibodies
because their immune systems are imma-
ture. To compensate, milk provides a form

of passive immunity,

Dr. Carol Tacket and others at the Univer-
sity of Maryland School of Medicine’s Center
for Vaccine Development in Baltimore devel-
oped the treatment by vaccinating nursing cows

* with the pathologic E. coli and some of its pro-
. teins, The cows produced antibodies against the -
- bacteria; some of the antibodies were foundin .
- -the milk. The antibodies were purified from the

milk and dried into a powder that could be ta-
ken orally, To test the preparation, 10 volun-

teers mixed the antibody powder with water
.and drank it three times a day, 15 minutes after

each meal for a week. The treatment was found

' tostzmulatethevolunteerstomakeachveun-

munity against the bacteria.
To test effectiveness, the 10 treated volun-

teers, along with 10 volunteers who did not re- .

ceive the powder, drank a solution contami-
nated with d:arrhea-causmg bacteria. Fifteen

minutes later, those receiving the antibody.

drank one last dose of antibody. .

~ The result; No volunteer who received the
antibody treatment got sick, but nine of the 10
who did not receive antibody treatments did,

‘Travelers’ diarrhea is usually prevented

with drugs, including bismuth salicylate tab-
lets and antibiotics, but the drugs can cause
side effects. There were no side effects
with the milk treatment,

The research group, will try to develop
the concentrate into a treatment that could
be widely available,

— Larry Thompson
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Travelers’ Diarrhea Blocked
By Modified Cows’ Milk

An infection-fighting protein found in
cows' milk can safely prevent travelers’
diarrhea, researchers reported in last
week’s New England Joumal of Medicine.

A number of micro-organisms can cause
““travelers’ diarrhea, but the most common cul-

,‘pnt is enterotoxigenic Escherichia coli. A be-
.. nign form of this bacteria is normally found in
" the buman gut, where it causes no problems.
. Travelers’ diarrhea strikes 30 to 50 percent of

visitors to developing countries, )
Scientists have known for some time that
mother’s milk protects infants from a num-
ber of infectious agents, including bacteria
that cause diarrhea, because the milk con-

tains antibodies, which are infection-fight- -

ing proteins produced by the immune sys-
tem. Infants initially fail to make antibodies
because their immune systems are imma-
ture. To compensate, milk provides a form

of passive immunity.

Dr, Carol Tacket and others at the Univer-
sity of Maryland School of Medicine’s Center
for Vaccine Development in Baltimore devel-

- oped the treatment by vaccinating nursing cows
- with the pathologic E. coli and some of its pro-

teins, The cows produced antibodies against the

milk and dried into a powder that could be ta-
ken orally. To test the preparation, 10 volun-

teers mixed the antibody powder with water
. .and drank it three times a day, 15 minutes after
~ each meal for a week. The treatment was found

to stimuylate the volunteers to make active m-
munity against the bacteria. -
To test effectiveness, the 10 treated volun-

teers along with 10 volunteers who did not re- .

ceive the powder, drank a solution contami-
nated with diarrhea-causing bacteria. Fifteen

minutes later, those receiving the antibody. -
drank one last dose of antibody.

- The result: No volunteer who received the

* antibody treatment got sick, but nine of the 10

who did not receive antibody treatments did,

‘Travelers’ diarrhea is usually prevented
with drugs, including bismuth salicylate tab-
lets and antibiotics, but the drugs can canse
side effects. There were no side effects
with the milk treatment.

The research group, will try to develop
the concentrate into a treatment that could
be widely available.

~— Larry Thompson
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c0PIES of a 700-page directory intended to fa-

cilitate the search for information on the

safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in recent weeks. The directo-
ry's publisher, the Council oh Health Care Tech-
nology, is a Government-private group that hopes
its Medical Technology Assessment Directory is .
just the beginning in dealing with an intimidating
health-care delivery problein. -

The council, now two years old, has been Jooking
for ways to find answers to bewildering questions
about the rapidly growing array of medical proce-
dures, devices and drugs. Fer example, should a
pancreas transplant be covered under a health in-
surance plan? Should the hiospital acquire a litho-
tripter that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cost, and when will CT scans or conven-
tional X-rays suffice? Is the insurance plan paying
too much because doctors are performing too
many costly Caesarean sections? And where are
the gaps in research that need to be filled? :

The answers are important at a time when
health-care insurance premiums have been rising
by double-digit percentages and insurers and
providers are expressing frustration that they do’
not have more informationt on how best to serve
their patients yet restrain costs. **We need to en-
courage people to demand more proof that medical
technology is more efficacious,” said Lawrence C.
Morris, a council member and a senior vice prési-
dent at the Blue Cross and Blue Shield Association. .

The Washington-based council, composed of au-
thorities from all sectors of the health-care indus-
try and financed by Federal grants and contribu-
tions from dozens of private organizations, has

v
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Stuart Goldenberg

taken several tacks. One is to become an informa-
" tion clearinghouse. The Medical Technology As-
sessment Directory describes many private and
government groups that conduct medical tech-
nology evaluations, and the work they are doing.
- It is designed to become dog-eared,” said Clifford

_ 8. Goodman, council program officer. :

“Until now many-of the people who were promi-
nent’ players were unaware of ‘who some of the
other players were and how to get in touch with
them,” he said. “We need a network,”

The directory, which complements existing data
bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once.
And it includes references to work in “fugitive”
areas that might not be easily found elsewhere,
such as industry studies, professional association
reports and conference proceedings., -

But the council emphasizes that the directory

could someday be much bettef. ww
not yet 2 ctronically, Tor use th

: com%uterg. For another, it is by no means exhaus-

tive, {ts creators hope that as news of the directory
_spreads, groups not listed will conact the council

&

i

for inclusion in future volumes. And suggestions

for the guide are welcomed. :
The council, which is under the Institute of Medi-

" cine, part of the National Academy of Sciences, has

also established a panel to improve on methods of
assessing technologies. And it plans to begin a
project to find ways to create a standardized elec-
tronic medical record that provides detai!egj health

. information on'every American.

“Currently, records don't move between hospi-
tals or with the individual,” said Dr. Richard A.
Rettig, director of the council. "An electronic
record would provide more organized access to pa-
tient records to improve the quality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems.” The project could also
examine how to prevent such a system from invad-
ing people’s privacy. .

On another front, the council’s evaluation panel
is looking for ways to stimulate, coordinate or pos-
sibly commission technological studies.

But some health-care specialists strongly sup-
port a more aggressive body that would draw on
literature and experts in the field to provide stand-
ards for use of the most common medical proce-
dures and compare their efficacy and cost with
those of other procedures. They say that the cur-
rent council, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-
nanced and inadeguate.

One specialist who has taken this position is Dr.
Robert H. Brook, a professor of medicine and.pub-
lic health at the University of California at Los An-
geles whose research has shown that ai least a
third of some medical procedures are unneces-
sary. “H 1 were the czar,”" he said, *‘I would take
the 50 or 100 most commonly used procedures, go
through the process we've been going threugh in
our research, and develop appropriateness stand-

- ards. It-would cost at-least $50 million to $100 mil-

lion to test the validity of it so you don’t screw up.
But remember, that compares with the $500 billion
annual cost of health care in this country.”
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cilitate the search for information on the

safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in recent weeks. The directo-
ry’s publisher, the Council on Health Care Tech-
nolegy, is a Government-private group that hopes
its Medical Technology Assessment Directory is
just the beginning in dealing with an mtlrmdatmg
health-care delivery problem.

COPIES of a 700-page directory intended to fa--

The council, now two years old, has been Iookmg,

for ways to ﬁnd answers to bew:ldermg questions
about the rapidly growing array of medical proce-
dures, devices and drugs. For example, should a
pancreas transplant be covered under a health in-
surance plan? Should the hospital acquire a litho-
tripter that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cost, and when will CT scans or conven-
tional X-rays suffice? Is the insurance plan paying

too much because doctors are performing too

many costly Caesarean sections? And where are
the gapsin research that need to be filled?

The answers are important at a time when
health-care insurance premiums have been rising

by double-digit percentages and insurers and .
- providers are expressing frustration that they do’

not have more information on how best to serve
their patients yet restrain costs. “We need to en-
courage people to demand more proof that medical
technology is more efficacious,” said Lawrence C.
Motris, a council member and a senior vice prési-

dent at the Blue Cross and Blue Shield Association. .

The Washington-based council, composed of au-

thorities from all sectors of the health-care indus- -

try and financed by Federal grants and contribu-
tions from dozens of private organizations, has
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Stuart Goldenberg

taken several tacks. One is to become an informa-

- tion clearinghouse. The Medical Technology As-

sessment Directory describes many private and
government groups that conduct medical tech-
nology evaluations, and the work they are doing.
. ““It i5s designed to become dog-eared,” said Clifford
S. Goodman, council program officer.

“Until now many- of the people who 'were promi-
nent’ players were unaware of -who some of the
other players were and how to get in touch with
them,” he said. “*We need a network.”

The directory, which complements existing data
‘bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once.
And it includes references to work-in “fugitive”
areas that might not be easily found elsewhere,
such as industry studies, -professional assoclanon
reports. and conference proceedlng

But the councit emphasizes that the directory

could someday be much bettet., I_-‘_o,r_wmm
not ctronicaily, 10r use

com]:]outerg. For another, it is by no means exhaus-
tive. Its creators hope that as news of the direttory
spreads, groups not listed will contact the council

LIS 1 aamadindy & S LAILIAAT, IVIA T L1, IYOO.

for inclusion in future volumes. And suggestions
for the guide are welcomed.
The council, which is under the Institute of Medi-

' cine, part of the National Academy of Sciences, has

also established a panel {0 improve on methads of
assessing technoiogies. And it plans to begin a
project to find ways to create a standardized elec-
tronic medical record that provides detailed health

§ _ information on every American.

““Currently, recerds don't move between hospi-
tals or with the individual,” said Dr. Richard A.
Rettig, director of the council. “*An electronic
record would provide more organized access to pa-
tient records to improve the quality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems.” The project could also
examine how to prevent such a system from invad-
ing people’s privacy.

On another front, the council's evaluation panel
is looking for ways to stimulate, coordinate or pos-
sibly commission technological studies.

But some health-care specialists strongly sup-
port a mere aggressive body that would draw on
literature and experts in the field to provide stand-
ards for use of the most common medical proce-
dures and compare their efficacy and cost with
those of other procedures. They say that the cur-
rent council, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-

nanced and inadequate.

One specialist who has taken this pesition is Dr.
Rebert H. Brook, a professor of medicine and-pub-
lic health at the Umversny of California at Los An-
geles whose research has shown that at least a
third of some medical procedures are unneces-
sary, “iIf 1 were the czar,” he said, ““I would take
the 50 or 100 most commoniy used procedures, go
through the process we’ve been going through in
our research, and develop appropriateness stand-
ards. It would cost at-least $50 million to $100 mil-
lion to test the validity of it so you don’t screw up.

_ But remember, that compares with the $500 billion

annual cost of health care in this country.”
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cilitate the search for information on the

safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in recent weeks, The directo-
ry's publisher, the Council oh Health Care Tech-
nolegy, is a Government-private group that hopes
its Medical Technology Assessment Directory is

COPIES of a 700-page directory intended to fa--

just the beginning in dealing with an mtlmldatmg _

health-care delivery problem.

The council, now two years old, has been looking
for ways to find answers to bewildering questions
about the rapidly growing array of medical proce-
dures, devices and drugs.. For example, should a
pancreas transplant be covered under a health in-
surance plan? Should the Hospital acquire a litho-
tripter that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cost, and when will CT scans or conven-
tional X-rays suffice? Is the insurance plan paying

too much because doctors are performing too

many costly Caesarean sections? And where are
the gaps in research that need to be filled? ‘
The answers are important at a time when
health-care insurance premiums have been rising
by .double-digit percentages and insurers and

providers are expressing frustration that they do’

not have more information on how best to serve
their patients yet restrain costs. “We need to en-
courage people to demand more proof that medical
technology is more efficacious,’” said Lawrence C.
Morris, a council member and a senior vice presi-
dent at the Blue Cross and Blue Shield Association.
The Washington-based council, composed of au-
thorities from all sectors of the health-care indus-
try and financed by Federal grants and contribu-
tions from dozens of private organizations, has
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" Swart Goldenberg

taken several tacks. One is to become an informa-
- tion clearinghouse. The Medical Technology As-
sessment Directory describes many private and
government groups that conduct medical tech-
_nology evaluations, and the work they are doing.
- “‘It i designed to become dog-eared,” said C]lfford
S. Goodman, council program officer.

“‘Until now many-of the people who were promi-
nent’ players were unaware of who some of the
ather players were and how to gei in touch with
them,” he said. “‘We need a network.”

The directory, which complements existing data
bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once,
And it includes references to work in “fugitive”
areas that might not be easily found elsewhere,
such as industry studies, professional association
reportsand conference proceedin S, : :

But the council emphasizes that the directory

- could someday be much bettef. For one
not ctronically, Tor use
’ com%uters. For another, it is by no means exhaus-

tive, Its creators hope that as news of the direttory
_spreads, groups not listed will contact the council

for inclusion in future volumes And suggestions
for the guide are welcomed.

The council, which is under the Institute of Medi-
cine, part of the National Academy of Sciences, has
also established a pane} to improve on methods of
assessing technologies. And it plans to begin a
project to find ways to create a standardized elec-
tronic medical record that provides detailed health

. information an every American.

“Currently, records don't move between hospi-
tals or with the individual,” said Dr. Richard A.
Rettig, director of the council. “An electronic
record would provide more organized access to pa-
tient records to improve the quality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems.” The project could also
examine how to prevent such a system from invad-
ing people’s privacy.

On another front, the council’s evaluation panel
is looking for ways to stimulate, coordinate or pos-
sibly commission technological studies.

But some health-care specialists strongly sup-
port a more aggressive body that would draw on
literature and experts in the field to provide stand-
ards for use of the most common medical proce-
dures apd compare their efficacy and cost with
those of other procedures. They say that the cur-
rent council, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-

. nanced and inadequate.

One specialist who has taken this position is Dr.
Robert H. Brook, a professor of medicine and.pub-
lic health at the University of California at Los An-
geles whose research has shown that at least a
third of some medical procedurés are unneces-
sary. *“If I were the czar,” he said, **T would take
the 50 or 100 most commonly used procedures, go
through the process we’ve been going through in
our research, and develop appropriateness stand-
ards. It'would cost at-least $50 million to $100 mil-
lion to test the validity of it so you don’t screw up.
But remember, that compares with the $500 biltion
annual cost of health care in this country.”
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Guide Assesses

New Technology

cilitate the search for information on the
safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in recent weeks. The directo-
ry's publisher, the Council oh Health Care Tech-
nolegy, is a Government-private group that hopes
its Medical Technology Assessment Directory is
just the beginning in dealing with an intimidating
health-care delivery problem. - : :
The council, now two years old, has been looking.
for ways to find answers to bewildering questions
about the rapidly growing array of medical proce-
dures, devices and drugs. For example, should a
pancreas transplant be covered under a health in-

coplES of a 700-page directory intended to fa- -

surance plan? Should the hospital acquire a litho-

tripter that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cost, and when will CT scans or conven-

tional X-rays suffice? Is the insurance plan paying

too much because doctors are performing too
many costly Caesarean sections? And where are
the gapsn research that need to be filled?

The answers are important at a time when
heaith-care insurance premiums have been rising
by .double-digit percentages and insurers and
providers are expressing frustration that they do’
not have more information on how best to serve
their patients yet restrain costs. “We need to en-
courage people to demand more proof that medical

. technology is more efficacious,” said Lawrence C.

Morris, a council member and a senior vice prési-
dent at the Blue Cross and Blue Shield Association.

The Washington-based council, composed of au-
thorities from all sectors of the health-care indus-
try and financed by Federal grants and contribu-
tions from dozens of private organizations, has

5

[

LELEY INGIYY B AINGY & A EnD, 2\ LAJIstady IVIA T Liy 1Y00.

A

BU.SIHCSS a.rld Health -Gle?ll.n—'Ktz‘;mon. | o

Stuart Goldenberg

taken several tacks. One is to become an informa-
tion clearinghouse. The Medical Technology As-
sessment Directory describes many private and
government groups that conduct medical tech-
nology evaluations, and the work they are doing.
+ “It is designed to become dog-eared,” said Clifford
S. Goodman, council program officer.

HUntil now many-of the people who 'were promi-
nent’ players were unaware of ‘who some of the
-other players were and how te get in touch with

" them,” he said. “We need a network.”

The directory, which complements existing data
‘bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once.
And it includes references to wdrk-in ‘‘fugitive”
areas that might not be easily found elsewhere,
such as industry studies, professional association
reports and conference proceedings. - :

But the council emphasizes that the directory

. could someday be much bettef. For one t
not, : ctronically, Tor use thy .
‘ com%uterg. For another, it is by no means.exhaus-

tive. Its creators hope that as news of the direttory
_spreads, groups not listed will contact the council

for inclusion in future volumes, And suggestions
for the guide are welcomed. <
The council, which is under the Institute of Medi-

" cine, part of the National Academy of Sciences, has

also established a panel to improve on methods of
assessing technologies. And it plans to begin a
project to find ways to create a standardized elec-

tronic medical record that provides detailed health
8 _ information on every American. ' '

“Currently, records don't move between hospi-
tals or with the individual,” said Dr. Richard A.
Rettig, director of the council. '“An. electronic
record would provide more organized access to pa-
tient records to improve the quality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems."” The project could also
examine how to prevent such a system from invad-
ing people’s privacy.

On another front, the council’s evaluation panel
is looking for ways to stimulate, coordinate or pos-
sibly commission technological studies.

But some health-care specialists strongly sup-
port a more aggressive body that would draw on
literature and experts in the field to provide stand-

- ards for use of the most common medical proce-

dures and compare their efficacy and cost with
those of other procedures. They say that the cur-
rent council, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-

‘nanced and inadequate,

One specialist who has taken this position is Dr.
Robert H. Brook, a professor of medicine and pub-
lic health-at the University of California at Los An-
geles whose research has shown that at least a
third of some medical procedures are unneces-
sary. “If I were the czar,” he said, “I would take
the 50 or 100 most commonly used procedures, go
through the process we've been going through in
our research, and develop appropriateness stand-
ards. It would cost at-least $50 million to $100 mil-
lion to test the validity of it so you don’t screw up.

. But remember, that compares with the $500 billion

annual cost of health care in this country.”
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cilitate the search for information on the
safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in receat weeks, The directo-
ry’'s publisher, the Council oh Health Care Tech-

copms of a 700-page directory intended to fa-

nology, is a Government-private group that hopes .

its Medical Technology Assessment Directory is
just the beginning in dealing with an mtlmidatmg
heaith-care delivery problem.

The council, now two years old, has been looking.

for ways to fmd answers to bewildering questions
about the rapidly growing array of medical proce-
dures, devices and drugs. For example, should a
pancreas transplant be covered under a health in-
surance plan? Should the hospital acquire a litho-
tripter that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cost, and when will CT scans or conven-
tional X-rays suffice? Is the insurance plan paying

too much because dectors are performing too

many costly Caesarean sections? And where are
the gapsin research that need to be filled?

The answers are jmportant at a time when
health-care insurance premiums have been rising
by .double-digit percentages and insurers and

providers are expressing frustration that they do’

not have more information on how best to serve
their patients yet restrain costs. *We need to en-
courage people te demand more proof that medical
technology is more efficacious,” said Lawrence C.
Morris, a council member and & senior vice prési-

dent at the Blue Cross and Blue Shield Association. .

The Washington-based ceuncil, composed of au-

thorities from ail sectors of the health-¢are indus- -

try.and financed by Federal grants and contribu-
tions from dozens of private organizations, has
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taken several tacks. One is to become an informa- -
" tien clearinghouse. The Medical Technology As-

sessment Directory describes many private and
government groups that conduct medical tech-
nology evaluations, and the work they are doing.
. “Itis designed to become dog-eared,” said Clifford
S. Goodman, council program officer,

“Until now many-of the people who 'were promi-
nent’ players were unaware of -who some of the
other players were and how to get in touch with
them,” he said. “We need a network,”

The directory, which complements existing data
bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once,
And it includes references to wdrk-in “fugitive”
areas that might not be easily found elsewhere,
such as industry studies, professional association
reports and conference proceedings.

But the council emphasizes that the directory
could someday be much better.
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uters. For another, it is by no means aus-
tive. its creators hope that as news of the direttory
spreads, groups not listed will contact the council
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for inclusion in future volumes. And suggestions
for the guide are welcomed.

The council, which is under the Institute of Medi-
cine, part of the National Academy of Sciences, has
also established a panel to improve on methods of
assessing technologies. And it plans to begin a

B project to find ways to create a standardized elec-

tronic medical record that provides detailed health

R information on every American.

‘“Currently, records don’t move between hospi-
tals or with the individual,’’ said Dr. Richard A.
Rettig, director of -the council. “An electronic
record would provide more organized access to pa-
tient records to improve the guality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems.” The project could also
examine how to prevent such a system frem invad-
ing people's privacy.

On another front, the council’s evaluation panel
is looking for ways to stimulate, coordinate or pos-
sibly commission technological studies.

But some health-care specialists strongly sup-
port a more aggresswe body that would draw on
htgrature and experts in the field to provide stand-
ards for use of the most common medical proce-
dures and compare their efficacy and cost with
those of other procedures. They say that the cur-
rent councii, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-
nanced and inadequate.

One specialist who has taken this position is Dr.
Robert H. Brook, a professor of medicine and.pub-
lic health at the University of California at Los An-
geles whose research has shown that at least a
third of some medical procedures are unneces-
sary. “If I were the czar,” he said, “*I would take
the 50 or 100 most commonly used procedures, go
through the process we've been going through in
our research, and develop appropriateness stand-
ards. It-would cost at-Jeast $50 million to $100 mil-
lion to test the validity of it so you den’t screw up.
But remember, that compares with the $500 billion
annual cost of health care in this country.”
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cilitate the search for information on the

safety, efficacy and cost effectiveness of
medical technology have been arriving at offices
around the country in recent weeks, The directo-
ry’s publisher, the Council oh Health Care Tech-
nology, is a Government-private group that hopes
its Medical Technology Assessment Directory is
just the beginning in dealing with.an mtxmldatmg
health-care delivery problem.

c0PIES of a 760-page directory intended to fa--

The council, now two years old, has been Jocking.

for ways to find answers to bewildering questions
about the rapidly growing array of medical proce-
dures, devices and drugs. For example, should a
pancreas transplant be covered under a health in-
surance plan? Should the hospital acquire a litho-
tripter that uses shock waves to destroy kidney
stones, or stay with surgery or other techniques?
In what cases is magnetic resonance imaging
worth the cest, and when will CT scans or conven-
tional X-rays suffice? Is the insurance plan paying

toc much because doctors are performing too

many costly Caesarean sections? And where are
the gapsin research that need to be filled?

The answers are important at a time when
health-care insurance premiums have been rising
by double-digit percentages and insurers and

providers are expressing frustration that they do

not have more information on how best to serve
their patients yet restrain costs. “We need to en-
courage people to demand more proof that medical
technology is more efficacious,” said Lawrence C.
Morris, a council member and a senior vice prési-
dent at the Blue Cross and Blue Shield Association.
The Washington-based council, composed of au-

thorities from all sectors of the heaith-care indus- -

try and financed by Federal grants and contribu-
tions from dozens of private organizations, has
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Stuart Goldenberg

‘taken several tacks. One is to become an informa-
" tion clearinghouse. The Medical Technology As-

‘sessment Directory describes many private and
government groups that conduct medical tech-
tiology evaluations, and the work they are doing.
- *“1t is designed to becc)me dog-eared,” said Clifford
8. Goodman, council program officer.

““Until now many of the people who were promx- .

nent players were unaware of ‘who some of the
other players were and how to get in touch with

" them,” he sald. “We need a network.”

The directory, which complements existing data
bases, includes a cross-listing so that a number of
reports on a given technology can be seen at once.
And it includes references to work in ‘fugitive”
areas that might not be easily found elsewhere,
such as industry studies, professional association
reports and conference proceedings. :

But the council emphasizes that the directory

could someday be much bettef. E‘_&)rw
not ctronically, Tor use
com%uterg. For another, it is by no means exhaus-

tive. Its creators hope that as news of the direttory
spreads, gz_‘gups not listed will contact the council

for inclysion in future volumes. And suggest:ons
for the guide are welcomed.
The council, which is under the Institute of Medi-

' cine, part of the National Academy of Sciences, has

also established a panei to improve on methods of
assessing technologies. And it plans to begin a
project to find ways to create a standardized elec-
tronic medical record that provides detailed health

. Information on every American.

“Currently, records don't move between hospi-
tals or with the individual,” said Dr. Richard A.
Rettig, director of the council. ““An electronic
record would provide more organized access to pa-
tient records to improve the quality of care, would
provide more data for clinical research and studies
of the care process, and would allow us to tie much
better into billing systems.” The project could also
examine how to prevent such a system frem invad-
ing people's privacy.

On another front, the council’s evaluation panel
is looking for ways to stimulate, coordinate or pos-
sibly commission technological studies.

But some health-care specialists strongly sup-
pott a more aggress:ve body that would draw on
hterature and experts in the field to provide stand-
ards for use of the most common medical proce-
dures and compare their efficacy and cost with
those of other procedures. They say that the cur-
rent council, which has authorization for $750,000
annually from Congress contingent on matching
funds from the private sector, is woefully underfi-

_ nanced and inadequate,

One specialist who has taken this position is Dr.
Robert H. Brook, a professor of medicine and pub-
lic health at the Umvers:ty of California at Los An-
geles whose research has shown that at least a
third of some medical procedures are unneces-
sary. “If 1 were the czar,” he said, I would take
the 50 or 100 most cornmonly used procedures, go
through the process we've been poing through in
our research, and develop appropriateness stand-
ards. It would cost at-least $50 million to $100 mil-
lion to test the validity of it so you don't screw up.
But remember, that compares with the $500 biltion
annuat cost of health care in this country.”
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MEMORANDUM ' | April 13, 1988

. MEMO NO. NLOZ5IM
TO: Carl Wootten / '(S/i‘,d Alpert R

FROM: Norman Latker

SUBJECT: Mouse Patent - The Washington Post and New York
Times, April 13, 1988

These two news articles report on a new area of protection
that is particularly. relevant to university research. I
would suggest that you make the articles available to your
staff (including Technical Liaison Offlcers) ‘with a . .
suggestion that they alert investigators in this area of
research of the new opportunities that arise from the Patent
Office decision.

cc:  Lowell Harmison

NL/im




" mouse—the first patent ever-for an.ani-
e ‘mal-—could open up a large new market for' |
“"genetically altered ammals used in drug re f
' search and development. s

+ing patent applications for 21 genetically al--

. mouse, genetically altered to provide a mote -
. ,effective model for research into breast can- -
. “cer-—cover improved versions of laboratory -

. "animals, :Other - pending patent ‘applications |

.- for the use of
phannaeeutlcals

"~ antee of patent protection for the fruits.of |
.. .research and development, the ‘number of |
" companies doing research—and the amount |
-~ of money spent.on'it—could skyrocket in the'|
next few years. The result could be dramati- ‘

S pharmaceutwal and biotechnology indus-"
-« teies," sai
. officer of the Ohio-based Embryogen Corp,,.
" one"of ‘a- handful of companies*nationwide - |

. use. “This means thatweﬁnallyhavethe '
+ same protection as everyone else.” .

' Don Hudson, president. of :the: Worcester,

. Mass.-based Transgenic Sciences Inc, “This

.. patent decision- gives everyone much more
: mcentwetoenterthtsﬁeld" A

‘that contams a piece of DNA that norma]ly .

THE WASHINGTON POST - APRIL 13, 1988

Research Efforts"'

" New Genetic Yéchmques
Could Reduce Drug Costs

~ By Malcolm Gladwell "
Washington Post Staff Writer .

- The patent awarded yesterday to Harvard - .

Umversxty for a’genetically, engineered.

- Officials at thie Patent Office are conmder-

tered animals, Some-~like the Hatvard

concern revolutio techniques to -allow |
anm m the producuon of

Industry experts sand that thh the guar-

cally lower costs for producing drugs.” - 7|
“Patent protectton isthe lifeblood of the
said Steven-Holtzman, chief operating

that have been developing genetically al-
tered animals for laboratory and commercial

. ¥The. stakes' have now been: ratsed sald

“The Harva;d patent covers any' mammal

See Mousn,rz.cm B

" MOUSE, From F1-

| oceurs in humans and that results in 7
v| breast:cancer, (DNA or deoxyribg- "
+{ - nucleic acid, is a basic.material in the
: -'fchromosomes of the cell nucleiis and -
| is @ vital component of all living mat-""

ter.)-Researchers at the. Harvard

: | " Medical School’s department of ge-

netics have developed techniques to |

| insert ‘these '.cancerous 'genes into_

“mice embryos, enabling a female

: | 'mouse to develop what- essentxally 1s
1 human breast cancer.’
I *"An"animal. with cancer genes

would allow' for fhore’ sophlst:cated-

"and’ effective testing of carcinogens

| “and potential drug therapies, permit- "
‘ tmg scientists to study breast cancer

/it a living system and test’ drugs

T wlthout involving human pauents. ‘

Ofﬁmals ‘of Du Pont Co., the Dela- .

_ tware-based chemical company that -

_owns the rights to the Harvard -

*[“mouse, said that although they had' -
"1'no*plans to get into the mouse .
s breedmg business, they would enter- .-

tain offers from other firms wishing -

‘to breed and sell the mice to com-.-

* | ' mercial laboratories, The mice now
“| “are-only- available free- to govern-
| ment-and umversi researchers in-
<] the cancer field. :
“1" Indystry. sources ‘said that'a num-
=1 ber of the other pendmg animal pa-ﬁj
- tent’ apphcations ‘could "have 'enor. -
| mous.’.commercial potentlal.
i partlcularly in the area of ‘using ani~'*
| malg 1o produce-commercially valu- -

'able proteins and'industriaj’ ‘enzymes.

For .example, Integrated Genetlcs

,_‘."‘Patent Max_ BglsterResearch '.

Inc of Fra:mngham-, Mass in combi-
~nation with researchers at. the Nation-
“al Institutes of Health,.has filed for a’f -
patent for a ‘female mouse. that has"
"been -altered to secrete ‘the human

. protein TPA, which has’enormous; -

“commercial ‘value as a drug used i in
+the treatment of heart attacks. ... ..

_‘The company "hopes that by apply- '
mg the same techniques to goats, .}
- sheep pr’ cows, they could produce. a |

~ cost-effective manufactuting alterna-.

- tive for a drug that'now costs $2,200.

- a dose—largely because of the high |

. cost of conventional protein manufac- |
turmg techmques. T

“The potential is here to lower the :
cost “of “producing. TPA 100 times,””
Hudson said, .“Right now it's being
pmduced in‘a: $50 ‘million plant the’
size of football field." You could pro-"
duce the same amount in"100 farm ‘|
_animals,” - .

‘Hudson's firm, Transgenic Sci
ences, is working on inserting com-

* mercially valuable human genes into - |-

> the reproductive organs of chickens *|
so that they could be harvested |
cheaply and eaeﬂy from eggs. :

Before the ' Patent Office’s an-
nouncement. ‘questions had been. |

~ raised- about’ the’ commercial future .{:

 of the animal blotechnology industry

 because of a "movement in Congress |
"and among enyironmental groups for.:
-"a moratorium’on the granting of ani-

mal patents. Richard Godown, presi- |
- dent of ‘the Industrial Biotechnology |
Associatlon, said that such a morato~ |
~‘rium could have had: the effect of -
dnvmg ﬁrms overseas, '
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By KEITH SCHNEIDEB
“SpecialtoThe ! New‘l’oﬂi'nmes ,? - i

fertlhzed mouse eggs and deveIOped a

new. breed of geneticallyaltered mice. |

WASHINGTON pril:13 - Ca1llng it
* a “smgularly historic .event,”..the
“United States today issued to Hatvard
L % University the world's first patenifora
i ‘higher form of lﬂ‘e, a:mouse created by
i- ‘researchers;at the: Harvard Medical
" School; throughf chni
mampulatlon.’» ARSIELIE
. The United States Patent»

and_Trdde-

mark Oftice issued patent No. 4,736,866 ” :

*for “transgenic nonhuman mammals*
"developed by Dr, [Philip Leder, a 53-
. year-old geneticist at Harvard Medical
College in Boston,: and Dr/ Timothy A:
Stewart, * 35," ‘a iormer Harvard re- |
”searcher” who lS a senior' scientist"at

8 -leadmg - biotech-

that causes ‘cancer”in many mamm-
mals includmg humans, m]ected it mtq

AR

; 'Dr. Leder

.other toxic substances found in food or

d

‘| Congress, protested ‘the -decislon, ar-

1 and important public policy in defiance

‘[ action and without a public debate.us  i|
1 Donald J, Qu1gg, the Assistant Secre- ‘

Because half the females. develop,can-
cer, the altered breed serves-as a:more
effective model for studying how genes

‘contribute ‘to the .development of can-{

cet,’ particularly ‘breast. ¢ancer,“said

i Range of Benefijs Seen '

Other experts said the. mventmn pre-
sented scientists with a more efficient
biological.system for testing new drugs
and therapies to treat cancer, and for
determining;’ * whether . chemicals . and

the environment are harinful.

: The announcement’ elated- research-

s | rs _and biotechnology industry execu- |-
{ tives-who said it would attract more in-

‘| vestments for research: ‘and - lead .to

safer, and more effective b:ologlcal in-1

ventions.. medicine, -agriculture, " for-
estry-and other industries. But critics,
including several powerful members of

guing that-'a’handful “of ofticials ap-
pointed by the' Reagan' Admimstratmn
had in a’single 'aci 'determined a new

of a request from Congress to delay the

S HL AR k]

kent!'puef?! on Paéé ’ﬂz.'Cﬁluh" 5
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genetically altered’ mlcroorgamsms A
-year ago the Patent Office annotinced
Ahat it would allow’ inventors to patent| .
éw forms ‘of animal life created by
3 e?e-sphcmg and other bloIogncal tech-

¥ Mr ngg sald the potentlal of the al-
tered fice to hasten the development
" ‘of treatmets for canicér was an impor-
. ‘tant factor in granting Harvard thé
4 first ‘animal patent, which allows the

inventor -the exclisive right to use a

product for 17 years. “I know I'm nol

supposed to get on a soapbox,”.he said-
lin an interview today, “but how ¢an
anybody say this kind of development'
1s unethlcal or wrong?" =

‘But some members of Congress pro- |
_ tested, and In'a letter to°be sent later

r. Phlhp Leder, a genetlmst ‘at Harvard Medicat Schoo! in Boston =
w1th a photograph of a geneucally engmeered mouse in 1986

Ithis week after more signatures-are |

sought called on the Patent and Trade-
mark Office to refrain from issuing an-
other animaj patent. The Patent Office
said 21 patent applications for geneti-
cally engineered animals are pendmg

*Both the House and Senate are con—
* sidering legislation that ‘would impose
-a moratorium on approving patents for

- religmus leaders animal welfare or
- ganizations and environmental groups.

: members of Congress

genetically altered animals. The mora-

“has- more thoroughly - ‘considered  a
range of economic and moral issues

torium would be in force until Congress|

{The Patent Office has beén given no
lear and certain signal from Congress.

“that the unrestricted patenting of ani-
"mals is acceptable public policy,” said :
t -the Tetter, which was signed by Repre-

- ‘Sentative Charlié Rose, Democrat of
. ‘North Carolina, sponsor of the proposal

in_the House, and more than 20 other

uickening Paee in Field
The 'Patent” Office decision recog

‘nizes the quickening pace of develop.

ments in biotechnology, particularly in
reating and duplicating new forms of

been_ produced in laboratories across

-the .country, scientists are also begin-

nmg to transform aquatic specles L

'Ihe genet:cally altered -mlce

’produced at Harvard carry mu!tlple.
copies of a single cancer-causing gene, -

C-Mye, that is ubiquitous in mammals.
Dr. Leder and Dr. Stewart isclated the
gené from mice, and altered its func-

| tion by tampering with the portions of-
the “chromosome that surround the
-gene and regulate its behavior, .:% * -

"The result was that they engmeered

C-Myc to express itself.in the mam-
mary tissue of female mice to cause
breast cancer. Half of the females in
the gene-altered breed develop breast

.cancer within 10 months of thelr blrth ‘

sald Dr. Leder. .

-Dr;: Leder sald the development of o

the patented mouse started in 1982 and
application for a patent was made in

1984. “I'm involved in trying to under- -

stand and to do something about ater
rible’ problem, namely cancer,” said

: raxsed in- the last year by ] farm groups Dr Leder

5

gnimals. Along with genetically engi- - '
‘neered pigs, cattle ahd sheep that have -
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Telecommunications Network Management Heats Up
. ~Giants Race to_‘Develoi)' Products, Seeking to Dominate'_CruCia] Markets =

By Janer GUYON

Staff Réporterof Twe WALLSTREET J OUBNAL. ) ) : _
- When_the automatic teller machines- ' Development Pact :
would crash at Mechanics Bank in Rich- ' Last year, Unisys C i
. - ! . N " " . , L ¥S COI'D. bought Time-
mond, Calif., the banic's branch office, its i blex, another multiplexer ma](efg' to form ,
_computer center and the phone company | the core of a new network and network
| would fight for as long as three days over - ‘managemient unit, Network. “Equipment
| | Whose problem’ it was. Meanwhile, cus-- Technologies Inc., a hot new: multiplexer
| tomers fumed, © - *concern in Redwood City, Calif,, has a net-
| _ Then Mechanics hired the PacTe) Spec- | work management development pact with
. trum Services network management unit. - IBM, which also is rumored to be inter-
|.-of Pacific Telesis Group, a regional Bell | ésted.in forming a"re'I'a'tibnShip with Pac-
| company, to pinpoint the problems. Now Tel Spectrum. IBM declines to comment,
“We never have more than a couple hours-. . A number of companies have sprung up,
.| of down time,” says Anthony J. Chavez, - ‘which; like PacTel Spectrum, sell network
{ Mechanics. vice president, data, process-. . Management services instead of software. |
Ing. . Tt Telecommunications managers say Digital”
| -. PacTel Spectrum is one of many con- - . . 4 Equipment Corp. also is de%élb’i}inygprﬁ‘tg: '
+.| cerns working the hottest product develop- - network management products, Rockwell -
ment area in telecommunications; network:. . International Corp.'s telecommiini ations - -
management.. As their vast phone and . | unit also is trying to sell néfwork Hanage. -
computer networks swell and proliferaté, ment software o large companics: 4 e
companies find that the software and pro¢- - l ‘ 3 ;

T 5 ale ol b a5 to the Bell e
essing ‘Systems to manage them Have be- - S5 0 e BeE compantes

; - : : *" Buj, just what”is ““‘network Manage--

€ r sigs

3

come critically important.. & . %o - ,
*- " For Iiteriational Business Machines - ment” gengrates Merse depate. T size -
Corp. and American Telephone & Tele- . -0f the market is unclear, beca e network -
graph Co.; network management has be- Management software usually is sold along . ;

- : , 16 domimate the _with basic communicationis. and ‘computer |

|| come essenti i ’ I
7 L équipment. Forrester Research Inc.; Cam-
. bridge, Mass., estimates that Fortune 1060.- |

] ~ Because :,bliye_FS spend about $500 million a yearon. .
customers -increasingly want- computers - . Such systems, or 1% of their total commu- |
- that hook into manageable systers, “Net- . nications budgets, and will inc, that
work management is crueial 6 what we $28 hl{llqn_g or 3,7%, by- 199
ate doing . eeCqmIMITeaions.” sy Sl o el s clear i tht cistomerave b
ler"§1.” Hancock, 3T IBM, vice president - coming increasingly reluctant to buy gear
who héads its- Communication Systems that doesn’t link into-asystemn, that con-
JGromp. ot s M SR trols an entire network. ““Any %, product ..
" While IBM and AT&T draw up battle { that isu't easy to manage is goltig to fall by
lines, the rest of the industry is scrambling - | the wayside,” says John Miller, AT&T"s di: 1
to develop software compatible with either - | [ector of network: management market
'giant's plan. Seme companies have bought . - Planning. “Custorners face 4 dilerama be- - |
technology: Several comiputer.companies - tween building more powerful information
| have ‘allied with malers of multiplesers, | Networks and creafing the greater birden” *
- relatively obscuie pieces of equipment that " ‘0f managing that complexity.’ )
boost phone lire capacity and usially in- "+ . Merrill Lynch &Co., for example, man-.
corporaté’ some ‘ network' management ° ~{ 2ges and monitors links to its more thai -

functions. ., “Without question, "network
+ | management is the biggest issue for our:
- | eompany,” says Martin Singer, diréctor of ™
- i-marketing at Tellabs Ine., a Lisle, I~
~ i1 based maker of multiplexers resold by
CATRT. oo e e




600 hrokerage lecatxons in, the U S., Canada E

“and overseas from a low-rise, yellow brick

building in lower Manhattan. The increas- -
ing globalization of securities markets has ~
- forced Merrill's communications managers. - -
“to keep the network Tunning 24 hours a -

.day, seven days ‘a’ week. ““Withoit the:."
“links, we can’t do business,” says Kenneth .
Stagg, a vice president who manages Mer- S

-xill' network .group.
Numerous Vendors ‘

. But it {sn’t ea:
that are down.and thoge that have prob
* lems, and to figure out their tratfic loads
Memli buys “gear. for its | network from

more than 30 vendors, and each piece has

“'its own peculiar way of trackmg the equip-

. ment's performance. Since the bréak-up of ...
* the Bell system, Merrill can’t zo to one .
- phone ¢ company each time a line fails, Usu-
;ally, it must pinpoint the fallure ‘Hself to

»;._forestall finger pointing between, say. ey
’Iork Telephone Co. and AT&T

‘dubbed Mernet,” Mertilt has mstalled a-
édisparate hoﬁgepodge of términals from'a

- dozen or 5o companies, In one corner, ter-! 3

. - minals run network management software -
. from Racal Corp.,-a data communications .

-, concern, Nearby are similar termme]s,-
- running different, but similaxly function-
““ing, network managément software from .
- AT&T, Network Eqmpment ‘Technologies, -

'__Northern Telecon: . ‘Eitd., General Data-
cillmm Industrios Inc ‘and Umsys S Tlme-
‘plex .

up oppésing plans to develop standards. In- -
dustry consultanis say D:g]tal Eqmpment

will emerge as a third major contender- -

fkater this year when it announces a new

easy 1o identify those Tinks - s} 19

CE To manage this vast meze of wires, R
computers. sWitches and terminals that it

- No one yet has developed a comprehen- ;
sive sys;em to manage .any of these huge " -
networks. But IBM and AT&T have drawn

Ma.nagmg Computer S
Networks -~ - :

) ;Estlmated spendmg by Fortune 1000 .
| ‘on network management out of total o
'commumcatmns budgets

NETW

MANAGEMENT PERCENT. -
(Inbllllens) T AGE
~1.00%

8

TOTAL
- BUDGET
(In billions) .

Equlpment won't comment on future i p
uct platis; but one executive says its cur-
rent network management products_;‘ml_l

pack”hawng commercia.li mtroduced
.- NetView PC software, wh1ch manages net-

--patlblllty with equipment of oufside v

‘ake their gear work with its NetView PC

mdtlstry standard
ompatlble Products

product, which manages only networks of
-IBM .computers, exceeded

—NetVIeW PC, IBM.p

*.works“of IBM computers,: Rolm phone. -
. ;switchboards and IBM’s local .area net-
Work ‘IBM -also published. enough details:
“about its prodiict to allow for some com

ors. IBM says at least 29 telecommuuica—\ -
ons " equipment vendors have pledged to

roduct_‘wmeh it "hopes” wil} become '-de'_' held Applie d Computing ‘Pevices Tnc

- “based in Terre Haute, Ind, William Schin-":
del; president and founder, says the’com-”

‘While sales ‘of IBMs olﬂer Netview E

cfations ..
.last year, results were dlsappomtmg for ©
uct managers say.
- Customers want imore graphics, and fewer

AT&T last falt said 1t would develop its

. own standards, called Unified "Network
" Management Architecture. It doesn't yet_
1 - have a commercial product in the market, .
** and it has announced two initial products
.that will only manage AT&T phone. equip-’
1 “ment and lines, though "AT&T says oné -
“product will hook into IBMs NetView.
. :Competltors ‘believe it ‘may. be two
-years before AT&T has a- comprehenswe 4l
-‘;‘-pmduct, ‘because the .company . wants o
“use Retwork management standards ‘that %
=| “aren't fully agreed upon by ‘industry stan
|-+ dard-setting bodies. But that won't hold
| -AT&T back, Mr. Miller, the network man-
i ".agement planning official, says.

memend " Meatiwhile, many compdnies are'con- .
gac@ﬁ With speclallzﬂ é@ fouses
- for_custom-made systems, while some are

- giving up"on’nl“‘ans 70 biild petworks and-
“turming back to the local phone comgany. |
, WhiCh 18 Instal

Du Ponl ling a new net-

-+ ‘work in the "U S. connecting 108,000 phones
~leadmg ﬂ‘ejj ‘and “computer terminals,: will use TBM’s

NetView-for its ‘computer network, AT&T
oftviare for its votce network and parts of -
two computer networks, Digital Eqmpmeut

" software for parts of the Digital network, -

- Network Equipment Technologies' multi--

" plexers for another part of the network, o
".and_special ‘software frof Atlantic Re-
“search Corp. that will bill departiments fo

~-phone use from 20 office Switchboards

Many compaiies hdve turned to closel

pany's backlog of orders is the largest in -

14 years. “When you get right down to‘

it, network management is a highly arcane
drsclpline.” Mr. Schindel says. “In its in-

“faney, you will see something less than. .
jversal Systems until further enhance- i

=" ble with NetView PC than IBM anttcl- i
pated L

]

i
j

;metwork mauagement product; Digital

vendors have deveIo ed products compatt- s

ents are made.” -




I other human languages, so'that peo-! - Developmg sucha program generally

4. repetitive tasks following rigid rules - allow robots, for instance, to find ob- |-

| ple do-not have to use special com- " inyoives - conduct!

Compames Are Hurt' _
By Poor De01s1ons |

 ByANDREW P'ot.IJACK .

Special to The New York Times

'SAN FRANCISCO, March 3 — Aj

. major retrenchment is occurring in'
the artificial jntelligence industry,
dashing the hopes of many companies
that thought they would prosper by
"providing - the technology,. to. mql;e
computers “think." :
“Some of the setback stems trom the

" failure of “artificial “intelligence to’
“quickly live up to its promise of mak-
ing machines that can understand
English, recognize objects or reason:
-like a human-expert — to be used for
such purposes as diagnosing machin-.
- ery breakdowns ‘or deciding whether. -
- to authorize a loan. Despite this, the:
technology is-:making slow but steady
»progress,-and now!is being subtly in-
corporated - into- more conventtonal
. computer programs. . .. ‘

‘Poor Business Moves - e

“Far more' of the; artificial intelli-

* gence”’ industry’s ‘problems  result
from poor business decisions by com-
panies "that were heavnly weighted
with technologists rather than busi- -
ness minds. Their main mistake was
trying to use 'special computers for
artificial intellipence; ‘the machines

- were too expensive and did not mesh.
wwell with those‘used by potentlal cus-;

: ‘“People believed thelr own hype," !
-said §. Jerrold Kaplan, co-founder of
one : leading ~ artificial -intelligence
‘compahny, Teknowledge Inc., and now "
president ‘of the Go- Corporation, ]
startup software’ company ' in San
Francisco. *“Everyone was planning
on growth that was unsustainable.’

-Although’ computers often appear. ' : ; ’ o
to be intelligent in their everyday ap- been to make computer ‘vision sys corporate thelr thought processes~l:
_plications, -they generally perform “’tems that can recognize objects — to “into a.computer program. = - :

set'down by programs. They do not “jects on conveyer belts and allow ‘Hardest hit in the retrenchment so.

. anies that sell-
.leam or make cognitive decislons, as . military tanks to steer by themselves '  far have been companies
hy , - and choose their own targets, - ‘special computers for use in artificial

.Artificlal intelligence aimstomake A third area, so-called expert sys:  Inieligence. Symbolics Inc. o Cam- ;
computers do. tasks'that are’said to; “tems, involves ;allovnng computers to ﬁgidgghraﬁ:}i ﬂ;i:riﬂfr artlxg?;rrsnagf L
require intelligence when people 'do; - reason’ like experts,to give invest heavy losses and recently ousted its
them.. On¢” goal has' been’ io make.. _ment adviceior to” analyze seismic.

computers. understand English and[ data-to decide where-to drill for-oil. g‘ﬁf,{;;“f‘;‘g ﬁ‘:cliﬂr{,‘;ﬂkr&é?gy ?ﬁﬁi

“lengthy - inter-




- Gains Are
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Continued From First Business Page

year. Texas Instruments Inc. and the .

Xerox Corporation, the two other ven-

" dors in that market, are also experi-

encing slupgish sales, Meanwhile,
Texas Instruments and Apple Com-
puter Inc. announced yesterday that

Texas Instruments would sell a ver-
sion of the Macintosh containing the-
favored artificial intelligence pro- .

gramming language, Lisp.

Also being hurt are companies that
sell software tools that allow users to
develop their own expert systems,

. ‘Teknowledge, based m Palo Alio,

Calif., halted sales of its product and

" laid off more than one third of its em-

‘ployees last month. Intellicorp of

Mountain View, Calif.; has had six
quarters of losses, and its chief oper-

-ating officer resigned in January. The

two other major companies in that
market, . Carnegie Group of Pitts-
burgh and the Inference Corporation

of Los Angeles, have also had prob-’

lems. -

Still, while companies are suffer- .

ing, artificial intelligence as a tech-
nology ¢ontinues to make progress,

Some companies that have adapted -

are still doing well. The Aion Corpora-

tion, a small, privately held company

. in Palo Alto, saw its sales triple last

year, though from a tiny base. It sells
tools’ that include artificial intelli-
gence technology to help data pro-
cessing employees develop programs
for I.B.M. mainframes. The Al Corpo-
ration of Waltham, Mass., has suc-
cessfully sold programs that allow
corporate computer users to use Eng-
lish commands to retrieve informa-

tion from data bases on LB.M. main-:

frames. )
Use In General Software -

Artificial intefligence téchnigues -
are also being incorporated into gen-.
eral computer programs without nee-
essarily being labeled as artificial in- .

telligence. Symantec Inc. of Cuperti-
no, Calif,, sells a data base program

-for personal computers called Q& A -

that responds to English queries. A’

new class of data bases, such as -

Agenda by the Lotus Development
Corporation, also use some artificial

intelligence - techniques to organize:

data. .
“You're beginning to see the em-

'bedding of A.I, sub rosa,” said Louis -
G. Robinson, publisher of the Spang .
‘Robinson Report, an artificial intelli-

gence newsletter.

_There are also probaﬁiy more than "

1,000 expert systems now being used

by companies, according to Paul Har- -

mon, “editor of Expert Systems
Strategies in Sam Francisco. Popular
applications include diagnosing fail-
ures in equipment and scheduling
factory operations. . :
For instance, when a merchant

calls .American EXxpress to verify

whether t0 allow a customer to make
a large purchase using an American
Express card, an expert system helps

. make’ tlae decision. Du l_?o(lln has moré

.than 100 expert systems doing things
like scheduling medical examinations "

- and diagnosing computer failures,

United Alrlines uses a compatter pro-

gram to schedule the docking of air-.

planes at its termina!l in Chicago,
A Nairow Customer Base  °

A major problem for the industry,
Ssome analysts say, is that artificial
-intelligence has long been the pre-
serve of a relatively small pumber of
researchers at a few leading colleges,
mainly the Massachusetts Institute of
Technology, Stanford University and
Carnegie-Mellon University. -

These researchers flocked to start
companies in the early 1980's, when it

looked as if artificial intelligence was
about to hoom, But good academi-
clans often do not make good busi-
- nesspeople. - : ’

-The academic researchers be-
lieved in a special programming lan-

- puage for artificial intelligence called .
Lisp, and they used computers tai- -

lored to run it. At first, sales were
strong because machines were being

sold to research and development .
Brms, of large _corpor;:l;inn;s._ which,

«

ificial Intelligence Indust

~plamningon
‘growth that was -
‘unsustainable.”

‘Everyone was

were setting up divisions to explore.-
artificial inteHligence.

But soon that market became satu--
rated, and artificial intelligence had -
trouble migrating to the mainstream
of corporate America, Corporate cus-

‘tomers did not want to spend $50,000

to $100,000 for a spécial machine used
by one person. They wanted artificial
intelligence programs to run on their
existing - computers, such as 1.B.M.

mainframes_and Digital Equipment
‘minicomputers, to be. shared by -
‘many users. Preferably, they wanted

to develop artificial -intelligence pro-.
grams without requiring their own
programmerstolearn Lisp, '

‘New Source of Competition *.~ *

Yet anocther factor hias been that
engineering work stations and per-.
sonal computers have now become:
powerful enough to run Lisp at a frac-.

tion of the price of special artificial _
LI

intelligence computers. .. " &
An acknowledgment of that came:
today when Texas Instruments said it

. would sell a version of Apple's Macin-

tosh II personal computer for use in,
artificial intelligence. The machine,
with a Lisp processing circuit board
made by Texas Instrunients, will sell -

‘for about half the price of Texas In-

struments’ special artificial intelli-
gence computers. Lisp processing is
already available on powerful L.B.M.
and’ compatible ofersdnal computers.
as well, using software sold by com=
panies like Gold Hill Computers of
Cambridge, Mass. | T
The result has been that sales of -

special-purpose artificial _inrl;elliggnce}.

computers have dried iy
pert-system tools that
to run on such machi
suffered. So have the ex
that were designed t9 1

ing expert systems havé not been
able to put their systemis' into use,

~ “Most corporate programs  have.
- - failed to fulfill their promise,” said
Ed Mahler, program manager for ar--

tificial intelligence at Du Pont;
The Sale of Expert Systerns

. A few companies are trying to sell
expert systems as a product. These

include Palladian Software and Ap--

plied Expert Systems, both of Cam-

bridge, Mass,, and Syntelligence of

Sunnyvale, Calif. These companies,
which are selling products to finan-

- cial: services companies, have also

suffereq setbacks. -

i “ofi those:
~ machines rather than on gerieral-pus- -
pose compinters. -
At the same time, many corpora-:
" tions that invested heavily in develop-

" AF N

- In some cases vendors and compa-

nies have chosen the wrong problem i’
to attack, said Sheldon Breiner, chair- -
man of Syntelligence. For problems:

like evaluating home loais or life in-

surance policies, expert systernis are
.not really needed. Statistical tech-

niques exist, expertise is-widespread
and the consequences of a° mistake.

are not severe.-A good candidate for

an expert system is one: that many

people can use, in a field in which ac-
‘tual experts are scarce and in which -

using the compiter can save the com-.
pany millions of dollars, he said.

Syntelligence. ran into its own hur-:
dle when it came to choositig a prab- .,
fem to solve with artificial intelli-;
gence. It began work on a product”

* that would give expert investment ad-
vice to financial firms. The idea was’

to incorporate the expertise of Wail

Street luminaries like Hénry Kauf-
man, the former Salomon Brothers:
chief "economiist. But the company

discarded the project because it

determinéd that there were not any:
real experts when, it corties to invest-

ment decisiorjgs,_

s
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High-Tech Life
Reshapes U.S.,
Analysts Say

Hill Stidy Predicts
Rapid Ti'amfomatzon

_ Associated Press

The next two decades will be 2
time of massive change in which
virtually every U.S. product, ser-
vice and job will be reshaped, ac-
cording to a four-year government
study of new technologies.

. The congressional Office of
Technology Assessment study re-
leased yesterday said that emerging
technologies should offer chances to
expand educational opportunities,
extend life, reduce illness and make
work more rewarding by using ma-
chines for tedious, repetitive jobs,

But the study warned that rapid
change alzo threatens to “shake the
foundations of the most secure
Amencan businesses.”

?“’We know that we are moving
away from an economy heavily de-
peadent on raw materials, where
most businesses were isolated from
iriternational trade,” said project di-
rector Henry Kelly.

+ As one example of how change al-
ready has reshaped the country, the
study said the number of lawyers,
bankers,-scientists -and accountants
needed to supply Americans with
food is now roughly equal to the
‘ afimber of farmers.

! The study said that for the coun-
try to take full advantage of emerg-
ing technologies, Congress.should
consider ** making - fundamental

changes in tax laws and government {§
- regulations.

, “Regulations designed to protect
consumers . . may have outlived

their usefulness in areas ranging |&

from banking to housing to electric
utilities,” the study said. -

. In the tax area, the study urged
'reducmg or abolishing the tax on i

capital gains and revising or abol-
ishing the corporate income tax.

The report said these taxes reduce

needed investment to boost U.S.

productivity.

for home mortgage interest shoula
be limited to a fixed amount be-
cause it makes little sense to en-
courage investment savings in the
form of home purchases, but not
permlt the complete deductibility of

the report’ s predictions:
ew technologies for collecting,
foriig and manipulating informa-
tion have the potential to revolu-
tionize the economy. Businesses are
already- spending 40 percent. of .
their investment dollars ofi comput"
ers and. other “information” ma-
dxmes double the 1978 share, .
- “The potential productivity gains-
in this area—the movement and or-
ganization of information——are at
least as great as those produced
[by] the first Industrial Revol
the study said,

reign  competition
Was inevitable with the post-World
War II recovery of Japan and West-
ern Europe and the emergence of
sophisticated production in places
such as Korea and Taiwan. Undis-
puted. U.S. economic leadership
may be lost, but the change does
not necessarily mean that UL.S. liv- |
ing standards will decline.
m Consolidation of farm ownership |,
is tikely to continue so that by the
year 2000, the 14 percent of farms
with amnual sales higher than.
$250,000 will account for 80 per-
cent to 90 percent of total sales.
Likewise, grocery stores will con-
tinue getting larger. “Super stores”
with 200,000 square feet of space
and offering 20,000 products ac-
count for 28 percent of all grocery
store sales. -
w The U.S. housing industry, to
combat the decline in home owner-
ship, may follow the trends of Swe-
den and Japan, moving toward pre-
fabricated homes built on assembly
lines, sold in showrooms and assem-
bled on the site.

'@ The nation’s educational system
is on the brink of major technolog-
ical changes through the use of
computers that will make learning
more productive and fun while al-
lowing teachers more time to spend
with individual stu,.'mts

A




_ WHAT'S NEW IN CONTACT LENSES/ By Jonathan Gill
_: “A Sharper Focus on New Customers

RING the 1970's the contact lens went from a medical novelty to |
" lens maker.

L a mass-market consumer product. But the $1.5 billion industry
3.5 is still experiencing growing pains. The explosive 30 percent an-
- nual expansion of the late 1970°’s brought price wars in the early 1980’s,

¢ As the cost of lenses dropped, so did profits, bringing a wave of

- mergers. When the dust began to settle early this year, the number of ~

“ilens wearers had climbed to more than 20 million, but annual growth
- ' Jin contact lens sales had slipped to below 10 percent.
=3: - Today, five companies make close to 80 percent of the lenses, a
~.-handful of optical chains sell half of them, and multimillion-dollar ad-
f everything in between are available, including disposable, bifocal
_.—~-and colored lenses. Cleaning solutions are a $400 million industry.
] op. - Yetforall the upheavals the fundamental strategic issue for the
* & industry is still the same. “Our competition is not Bausch & Lomb and
5~ it’s not Wesley-Jessen,” said Clive L. Pollard, a spokesman for Sola-

’ vertismg campaigns are the rule for both. Hard lenses, soft lenses and

=’ Barnes-Hind, a subsidiary of Pilkington Ltd., the British optical

ing growth, companies have been

increasing research and develop-
ment budgets, which were cut as
growlh slowed in the early 1980°s.
- Almost without exception that invest-
.ment is directed at bifocals and new
T omaterials that wili combine the good

: IN search of an antidote to flatten-

vision correction of hard lenses with-

_ the comfort of soft lenses.

. &% SmithKline Beckman’s Allergan

S _ngOptical subsidiary, which bought In-

Z+ternational Hydron last November

~.“and now holds 8 percent of the contact
lens market, plans to increase re-

search and development expendi-.

o7 tures. at International Hydron by 15
« percent annually aver the next five
- years. The Cibavision Corporation, a
- opdivision of Ciba-Geigy, ranked No. 4
< In United States market share with 13
" ‘percent, raised its eye care research

%~ and development budget by 40 per-

- _cent this year from 1987.
o - “The industry is becoming more
= iresearch-mtenswe " said Eugene
“Melnitchenko,” an optical industry an-
cralyst with the Dallas brokerage firm
ivof Eppler Guerin & Turner. The re-
“~sults are already showing, from frills
‘:"likq sonlenses to genuine advances
“like fluoropolymers, not to mention
o many therapeutic uses of contact
zolenses, Mr. Melnitchenko said.-
asee. . M*The only way {o get the market to
get going was to introduce new prod-
ucts,” said Irving Benneti, a Florida
i 1)ptica| industry consultant.
© Bausch & Lomb, the Jargest Ameri-
can lens manufacturer, controlling a
quarter of the lens industry, has in-

giant. “Spéctaéles," said Mr. Pollard, “‘that’s our competition.” Witha

creased contact lens research 20 per-
cent over last year. Most of the
growth came in the area of bifocals
and extended wear lenses. Last De-
cember, the company’s subsidiary,
the Polymer Technology Corporatien,
became the first company to receive

F.D.A. approval to market fluorepo-.

lymer lenses. Bausch & Lomb aiso
recently introduced an extended-

~wear rigid gas permeable lens that,

unlike normal hard lenses, can be
worn for-several days because of
their superior permeability.

Paragon Optical, a subsidiary of.

THE NEW YORK TIMES, SUNDAY,.JUNE 19, 1988

»

20 percent share of the : est American

Nowhere is the competmon more’ appa : in the industry-
wide race to fit 30 million aging baby boomer§with bifocal contact
lenses. Becduse available bifocal lenses are € sive, uncomfortable,
difficult to fit, and often fail to focus sharp!y fo b_oth close viewing and

the attention of all of the major companies. Qccording to researchers,
a bifocal made with fluoropolymers, a substdgce alsoused in teflon

frying pans,.could solve the problems of bif!
whole new group of consumers.

“Half of the people in the U.5. wear glagses,” said Fred Frltz a
spokesman for Wesley-Jessen, the third-la est lens manufacturer,
best known for its success last year with colpred lenses. “Only 20 per-

disposable contact lens. At
ear, Vistakon's bifocal, which
away afler a week, is
to be too expensive to suc-
t Bausch & Lomp and a num-
-smaller companies say they
e lo introducing theu‘ own
le lenses.
such a convenience,” ‘ said
J. Farkas, a New York optome--
ind optical industry consultant
elped Johnson & -Johnson de-
disposabies, “that nobody quib-
abﬂut the price of these
. : |

Sola-Barnes-Hind, the second-largest
lens company, received fluoropo-
lymer marketing approval in Janu-
ary. Now the company:is ready to
introduce a hybrid lens, already in ce
use in Europe, that combines the su- b
perlor vision correction of ahardlens g
in the center of the lens with the di
<comfort of a soft lens in the perime- -
ter. B
Another interesting deVelopment is tr|
taking place in California and Flor- w
ida, where Johnson & Johnsonw’s Vis-
takon subsidiary, which holds 5 pes-
cent of the market, is test-marketing

Drawings by Debra Soloman . [




N years ago, private optome-
[ trists and ophthalmologists pre-
seribed and fit 80 percent of ail

- .77 % lenses, Today, that ﬁgure has shrunk
" #¥o less than 50 percent, in the face of

competition from high-volume retail
ghains and phone and mail order
“¢companies. The largest of the these is
Pearié Health Services, a retail chain
which fits and sells lenses at 1,300
Storefronts in 45 states and reeruits
ptometrists directly from optometry
chools.

. Even though the shift fs thought to
have ‘stabilized, the competition
¢ Ameng retailers, who now number
--almost 10,000, and private doctors is
< bitter. In New Mexico, for example, a
~ group of doctors refuse to prescribe

By

ago, sales of colored contact
lenses grew to §45 million last
year, These include both tinted
-.. lenses, whick can change the color
only of light eyes, and Wesley-Jes-
- sen’s epaque lenses, which use dots of
. color on a clear lens to make even
_brown eyes green of blue. They are
thought to have buoyed sales of all
types of lenses and accounted for
- about half of the industry’s growth in
! | recent years.

' . “When Wesley-Jessen started ad—
_ vertising in January '87, the whole
" market perked up,” said Irving
" Arons, an gptical industry consultant
'. " with Arthur D. Little. “All kinds of

" lenses increased in sales.”
The potential of colored lenses is so
* great that many of the leading com-

HSTARTING from zero five years

lenses for patients who intend to buy
‘them more cheaply-in a retail cutlet.
“It's incredible what goes on at the
guickie places,” said Michael A. Feld-
man, & Long Island optometrist.
“What they’re interested in is sales,
and it really hurts our industry.”
Private doctors, many of whom
confine their work to contact lenses,

say that despite strict Federal regu- .

lations governing the dispensing of
contact lenses, retail operations neg-
lect medicat care in favor of quick
gervice and low prlces

Complaints about thé chains range
from sales pressure for or against
certain lenses to failure to clean sam-
ple lenses after each fry-on. Some
companies use aggressive advertis-

. tors use big mark-ups to make up for

ing to draw in crowds. One Pennsyl-
vania chain recently advertised in a

Philadglphia newspaper a special of .

soft lenses for $1.59 a pair, but the
price applied only to first-time, nea
sighted patients who also paid 550 {
an eye exam.

The high-volume operations like.
Pearle, Cole National, with almos
600 stores, and Royal Optical, with
almost 500 stores, say they offer ade=
quate care and fow prices to most

lens wearers — even specialty lenses- T

are available from some services for
less than $50 ~ and that private dog¢-

low volume,

“We're taking a major bite’ out af .

their profits and 1 think that’s where

panies have colored lenses on their
agendas and several are planning
opaque lenses. But others doubt that
colored lenses can revolutionize the
industry the way soft lenses did in the
‘early 1970’s, despite the faci that
600,000 people now wear Dura-Soft
colors, which have been on the mar-
ket for only two years. :

‘1 don’t think those numbers are
going io hold long term,” said L. Dean
Clements, a director of the Contact
Lens Manufacturers Association. To
be sure, sales of tinted lenses, first

available in 1984, have been below .

expectations. Doctors and patients
complain that the results, achieved
by painting an iris on the surface of
the lens, look unnatural. Wesley-Jes-
sen, which_introduced opague lenses
a year-and-a-half ago, is still the only

iFhacl A. Ames, the general manager

- & money saver,” said Ms. Singer. W

" maker of these lenses; nearly.a third

e animosity comes in,” sald Ml—

{ Dial-A-Contact-Lens in La Jolla,
falif., one of several high-volume
services  nationwidg.

their Ferraris,” Mr. Ames said. -
“We have had .complaints, b
ere are prebably complaints abou
clfoctors t00,” said Rhonda Klein Sings:
er, the vice president and general
punsel of the Better Business Bu-
u of Metropolitan New York. The
Hireau, which keeps records of com-
plaints, says the number.of com- -
pluints about retail operations in the
w York area has been decreasing.
“For the average person it may be

of its sales are to people who do not
need vision correction. But most oth-
er-big lens makers say they plan to
introduce their own versions.

As sales of colored lenses level off
in the United States, companies are
looking to Asia to maintain  growth,
Bausch & Lomb recently entered into
joint ventures in China, Infernational
Hydron has entered into joint ven-i|
tures in both China and India. Wesley-
Jessen is putting out feelers in ‘thel|
Japanese market, where projected i
growth is three times that of the |
United States. _

“Imagine,” said Fred Fritz, the
vice presndent of marketing and sales
at Wesley-Jessén, “One hundred and
iwenty million people, ali of whom
have dark eyes,” |
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Massachusetts Institute of Technology has
birthed more companies than any other
university. Now it is finally starting to col-
lect some of the payoff.

Patent profit

By Laura Jereski

EST YEAR John Preston filed at
least 100 different patent apphi-
cations. This year he expects to
file 150 more. Restless genius? Not
quite. Preston, 38, heads the technol-
ogy licensing office at Massachusetts
Institute of Technology. His mission:
to find commercial outlets for the in-
ventions and innovations borm in
MIT’s labs—and to make a lit-
tle money for the university,
besides.

Just kesping up with MIT's
output is mo small task. At
$300 million for fiscal 1988,
the celebrated Cambridge,
Mass. school’s on-campus re-
search budget is 50% more
than neighbor Harvard’s. Add
the 3400 million or so at Lin-
celn Laboratories, the electron-
ics center MIT runs for the U.S.
gowernment, and the fuel re-
saarch at the nearby White-
bead Institute, 2 biomedical re-
search affiliate, and MIT’s re-

himself a cofounder of a software
company, is changing that, Through
his technology. licensing office, MIT
is beginning to work more closely
with companies that will use its lab-
bred innovations. And he wants the
school to help set up companies based
on new technologies.

One of the first things to be done
was to get rid of two of the three
lawyers running the licensing office

MIT’s Jobn Preston
“We've changed the professors’ men.talj.ty "

ware of choice for so-called artificial
intelligenice computers). With license
fees ranging from 2% to 6% of net
revenues, depending on the product,
some $150 million of products manu-
factured last year—including expert
software and new drug delivery sys-
tems to treat brain tumors—depended
on processes developed at MIT. Ouly
Stanford (with license revenues of
$6.1 million}, the University of Cali-
fornia [$5.4 million) and apparently
the University of Wisconsin (about $5
million) do betcer.

Preston is predicting royalty reve-
nues of perhaps as much as $50 mil-
lion in amother five years. Howl
“We've changed the professors’ men-
tality,” says. Preston proudly:
“They’'ve started thinking, ‘If I can
show commercial resulrs, I'll have a
better shot at raising my research
funds.” They've changed away from
pure scientific research,”

Indeed, the school itself bhas
changed. Now, when a really good
technology comes along, Preston
helps the inventor set up a new com-
pany--and often takes a small chunk
of equity as part of the licensing fee.

Each invention is screened by a
comunittee of six, which includes
three engineers and three scientists.

schreadauscow  When this group is. umnsure,

they rum to medium-size high-
tech companies to see’ what
they think.

Last year Preston’s technol-
ogy office acted as marriage
broker between venture capi-
talists and the largest new
startups in Boston: American

Pharmaceutical {$3.25 mil-
lion]. The technology office

company.

Underlying such opportuni-
ties is a change in federal [aw
in 1980 that gave universities

search budget outstrips that of
any other American university.

No wonder so many companies
have been founded by alumni or pro-
fessors, many based on technology
discovered in the school’s labs: at last
count, more than 400 firms in Massa-
chusezts alone, with revemies last
vear of $27 billion. These include not

only such giants as Digital Equipment
Corp. and Raytheon, but also some
.~and mdgnetic core. memory_ for tom-
puters: L1censmg had vireually groundj

relative newcomers like Lotus Devel-

opment Corp., Prime Computer and:"
.tod hale.- .
By the end of 1987, Preston’s £1rst:

Symbolics, the arificial intelligence
company.

And where was MIT? Standing idly
by, neither helping the ventures get
started nor getting much benefit from
their success. Now John Preston,

104

set up in 1932 to file and manage
MIT's patents. Says Preston, "They
were great at protecting the scientists
and lousy at marketing their inven-
tions.” No kidding. When he took
over in mid-1986, royalty income had
stagnated at some $2 million annual-

.ly. For a good part of the past 20 years,
most of this income had derived from
two discoveries—synthetic penigillin
“lion in 1987 alone. Will- MIT begin to’ -~
-fund its spinoffs directly or perhaps ¥
“ser up incubator parks to' coddle
themn? Not likely, says Preston. “You

full year, licensing revenues hit $3.1

million from about 100 inventions, -

both new [high-temperature super-
conductors) and old {LISP, the soft-

ownership of federally funded intel-
lectual property. (Such property had
belonged to the government.) Since
then, industry contributions to uni-
versitics have taken off. Between

1980, before the law changed, and -

1986, research funds from companies

‘nearly tripled, to $667 million. And
MIT, of course, gets far more every

vear than any other school: $37 mil-

kave to let the free marker decide
which are the better ideas,” he says.

But at least you ought to get a piece
of the action.
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. Superconductor (initial capital,:
$4.5 million) and Immulogic

owns roughly 10% of each

T





