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LAST YEAR THE U.S. TRADE DEFICIT REACHED $28.5 B~~~ON,DrH
'''' ' .' .I, • 0"

J

THE DOLLAR DECLINED. THE INTERNATIONAL MONETARY SYSTEM I
COLLAPSED. THE NATION CONTINUED TO SUFFER FROM INFLATIONl

\
CONVENTIONAL WISDOM ASSIGNS, THE TRADE DEFICIT TO OIr

IMPORTS. BUT NEARLY 40 PERCENT OF THAT DEFICIT IS WITHl
,

JAPAN, AND JAPAN IS NOT AN.OILEXPQRTING,.COUNTRY. IT IS

v

',}

MORE'-DEPENDENTON FOREIGN' OIL, THAN THE UNITED-STATES.-, _,

OUR,,'ECONOMIC:cMALADIESARE ROOTEDeIN .EAILURE~O FACEL '

REALIcTIES';COF,,:GLOBAT,"'I-NTERDEPENDENCE '. AND --FIERGE,COMPET-PHOI
, ' ' ,"

FOR·THE3VORLD';S"MARKETS· AND':BUPPLIES'.c_" INSTElIffi'0FcU"1\.e-ING":"JilP- "
I

TOTHE-£HALLEJ:.IGE$:;"OFA 'NEW 'ERK,"WASHINGTON"IS ,_SERVING;'cUP:;;~
, , ' " " 1

PREseRTPTION&FBET,TER'-SUI-TED"TO THE~EH:AVIOR-0F'MARK'ETS"c'" I

AND--NAT.J:ONSGTN, .THE.:.:--18TH,'CENTURY.;,;-- :INSTEAD' OF,-REVlTALTZ-INGl=-
, " ,,' 1

THE£.tr; S'.'.ECONOMY'; BY-'cJffiVIVINGL-oUR:---FLAGGING::;p.ROpllC--'l'.;rV;i'T~-'ANf~:'
,

COMPET.-ITIVENESS,.1'I' 'PROPOSES,o.-TO 'DEPRESSc..!I'HE:c'ECONOMY;"';FURTHE,R;,~

'" "I
INSTEAD OF STlMULA-TINGU.S--",EXPORTS-iZ-.THERE;1STAI:iK~-nE'::RESlRAINING

DEMAND. FOR IMPORTS, 'REpUCrNG 'TRADE•.:A:Np',COMMERCE-AROUNlli.THl .:__
I

WORLD, AS WELL AS AT HOME,. THIS ISECON0MIGANPuPOLITICALIFOLLY •. -

WORLD ,'ECONOMle GROWTH ,-TRADE E XPANS10N".:.TECHN1CAL__ 'ASSIS.TAl'fCE,=-c,::

" "F' ---
AND'''FINANCING'.-:FOR' DEVELOPING ECONOMIESARE'NOTTHE'~TUE'F.j ,
CHARITY;;":'. THEY'AR.E;.ELEMENTS OF-A REALISTIC' APPROACH TO !

I
ECONOMI'G.,:INTERDEPENDENCETN AN UNSTABLE WORLD, '-'THECTURM0"jL"WHICH

i



ALL THAT IS CHANGED.
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TOUTED YANKEE INGENU:I:TY.

HORN OF AFRICA ALREADY SUGGEST.

TIME, SEEMED UNCHALLENGEABLE.

I1·

i
. ~.

ACCOMPANIES POVERTY AND Dl:SAPPOINTED EXPECTATIONS CAN ONLY. i .
,1"$

BENEFIT OUR ADVERSARIES, AS EVENTS IN THE NEAR EAST AND 1HE

I
I

AMERICA'S DEVELOPMENT WAS FUELED BY CHEAP LABOR AN~
I

MONEY, ABUNDANT FUEL AND RAW MATERIALS, AS. WELL AS OUR MU~H

I
THE COUNTRY EXPLOITED ITS ASSET,S

i
TO ACHIEVE A PREDOMINANCE THAT WAS UNCHALLENGED AND, FOR~

\
BUT THE. WAYS WE CONDUCT OUR COLLECTIVE BUSINESS HAVjE

I
NOT CHANGED.: . . I

IN THEcElECADE S ·1iFTER'TH&,m:VILWARi-.~INDUSTRI:ALnZA'rrpN··

I
AND . THE c,OPENING 'OF:THE"·WES,TSOA'KEm.':IlP·C(l'HE~'::'ltGREENBA€KSl!:.: I

. I
PRINTED",TO· FINANC·KIT.•m • INELATIOK..:T8 ::-ANc.':LNVENTJ:l:lN·§'OF;,,'RECBNTo.;;· '.

I
TIMES 'c. WE' DID" NOT,BUFFER'ESCALAJJ:'ING',"PRICES=UNTIU-=WE -:LOST,

~
J

SOME;,OF .OUR:"VISIONc-AND£ELF.,..CONFIDENCE.;: AND-I. DARESAY:WEI ...
}

WON'cT'·DEFEA'I'-INFLATION;UNTTI;=WEA'GAIN"·BECOME~l'L NATJ:QN.; OFI·
I

:. c. _.." '.' . .:l

IlUILDERS·';:"'''-PRODUCERS'F:AND+INVENTORS~:;•.INS:TEAD:f)F:.,GQING:iC;ALn:,: .':... I
OUT'TO BEATi..THE.'E.oREIGN=GOMEETIT.IONF~·EXPANUcd'ROElUC-T-ION;',:..:.l'1ND:.:"

. I
SPUR.PRODUCTLVITY~ .THK'lh s, .IS .TAKINGT..GOVERf.BERIND:CPROTE1T:I:-oNISM.c:·

AS IT DID' IN THE' '20'S; 'ITTS:X·IL'LING':--'INVE'SITMENTcWI-TH I. ... . I
13 PERCENT:INTERESTRATES 'AND SUPPRESSED. DEMAND.-'FDRGOODS" AND

. I
SERVICES-~~';'EVEN=--THOUGH.EXCESSlVE=DEMAND.cITB . NOT·?THE.:.s.oURd-E'· .-

m • • • • !

I
I
I
I
!
I
I
!
I
{

I
I

i

OF.INFLATION.
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I
TODAY THERE IS SCARCELY AN INDUSTRIAL SECTOR WHICH I

DOES NOT FACE VIGOROUS COMPETITION FROM ABROAD. IN THREEl

I
DECADES THE JAPANESE AND THE EUROPEANS HAVE RECOVERED FROr

I
WORLD WAR II TO CHALLENGE OUR DOMINANCE EVEN IN THOSE INDpSTRIES

t
WHERE WE HAD NO PEERS -- ELECTRONICS, COMMUNICATIONS ANDl

i
AVIATIQN. JAPAN IS TAKING STEPS TO SURPASS US IN INTEGRAT~D

!
CIRCUITS AND COMPUTERS, THE HIGHEST OF HIGH TECHNOLOGIES.!

I
0,1

THE FRENCH, GERMANS AND JAPANESE ARE MAKING RAPID STRIDESTIN." . "1
I

. SATELLITE' COMMUNICATION SYSTEMS ;-WHILE' THE"n;'S;LACKS.. THE1-'

. '.. .. .. .... . '. ..1..
I MAGI·NATION-;"'rO.;,£oXPLOIT.,JrHR-SPACE;'\"SRU'l:!I'liEoI'r,"WI-DI;;"L"AUNCH= •.,I '.

I
;. .... . ,." ... - . . _ __ _ _ _ ->-~'--_,_ ;:-,. 'J

NEXT2.YEAR;.=_~AME1l.IeAN';1±NDUSTRY-o':IS ''ABAND.GwrNG2BUC!LcPRODUCTB:r=·
1.
I

AS ...VIDEOc-TAPR'~CQRDE1l.S::'-'l'~'ITS"COMJ?E'l'ITORS~D ..'E'An;~ \

DEVELOPINDUSTRTESFQR",;rroHE-'FUTURE5SUC'EtJAS-;COMP-UTERllTDEDJ.- . - - " - '.' ".- ,", - ,'- - - - - .-t

MANUFACTURING-AND' ADVANCED~''AIRCRAFTI:TECHNOLOGIEgc.,1. . . ". . .., - ... I
. ---.:--. i" 1

"j'll- .. . .. ..' .' •..... .... . ..1
'. I '. NOW~THK?INDUST.RIALI-ZEDII;NATTONSc;-1"ACE~_;WAVE~20F:mOMBETTrWN5Sl"';

•..... J.
FRO]fI:bEVFJLU1'c±NG~''COUNTRIES'230MBINING;,:t;OW:iliABDR-;eOSTSMND7;miTURAr;::::- .

I
t

RESOURCES::WTTHC'TECHNOLOO¥::SANEl-'PRIORITXES:-THAT--RANX=SOC'IAL! .. . I
I ....

BENEFITS BEHIND'PEVELOPMENT .'-"'SIXC·'oF''THESO'''CALLEDL1)CS~lRE'. THAN'.':

TRIPLED THEIR. SHAREOF-WORLD-MANUFACTURING ·EXPORTS BETWEEN
. t

196T~eANnE197'6:i7::'F'.ROM-.:T; 5i.PERCENT I TO '5' . PERCENT." 1
l

I
I

I
!
r
j

!

I
~,t

"'1:·~1



IN. 1981, THEN SURELY THE DECLINE HAS SET IN.

AHEAD~.THE'FRONTIERS OF KNOWLEDGE AND APPLY. ,THE <BESULTS •

,- 4 -

NATIONS FAIL WHEN THAT HAPPENS.

OUR SPIRIT OF ADVENTURE AND INVENTION MAY BE

THE UNITED STATES MUST AROUSE ITSELF.

DRYING UP.

WELL LED.

I
I

THIS IS A RICH AND RESOURCEFUL COUNTRY, BUT IT IS NpT

I
IF ALL WE ct

OFFER OURSELVES BY WAY OF INSPIRATION IS A BALANCED BUDGET

f
I

IF .1'1' IS TO I
I

PROSPER, RESTORE ITS AUTHORITY IN THE WORLD AND RISE TO HrGH
t

ENDEAVORS, IT MUST MAINTAIN A PREEMINENT CAPACITY,TOPUSHI
f'

i
t·
t

I 'I' HAS,cTHEINTE];LECTUAL'CCAPAC-1J'l!Y~sTOADVANCE=SCIENCE""AND7D;.' " , ' ~_ 'oj

f
TECHNOLDGY'."'Ec IT HAS+-THE2FINANCIAL"lRESOURGK£,a;]ORCJPRODUC!I'lYEL>..~.

, ",'.-'" -r-r: ," " 't
t

'f
INVESTMENT.;..·-:.IT HAS THE "ENTREPRENEURIAL'::lIND,;i'MARKETING"-'SKI.I;IiS±ci'· -,-- I

s'

FORWORLD;,'l'RADE·.,,_ BUT i·THE· ,WILLMAY'_-BE ,-BAPPED",BY;"THEeOUTDAfED'=,'

ORTHODOJ{IEScOF.ECcmOMlCSAND;-;»1)LlTICSFc:INADEQUAW&£INANCIAI.,c.•.•..
.,., ..i·i . . ·1

INCENT,IVES·,,,,,EXCESS.I¥E""REGULAU'±ON-i,,"_AND·~'.:THEi±'RESSURES_T.O"_c,'
·i." .... ., . I

CCl'BE:swITHt'rHE"iIMMEDI-ATE :.A'T .'\THE'EE'XPENSEc.:.eF;;'-l'OSTER£\L'Y_~.;:_: _ I
!

-', ' ," ,t

AFTER~TWO£YEARS'.. OF· "HEARINGS.,cAND--=-STUD:rES;'BY7I'HK,;;SENA'1'EF~':'. . . I
I

SUBCUMMITcTEEC:'ON-INTERNAT-IONA1T'-FINANCEjI WILLc'-SOONISSI1E:-:.A t . -
I

REPORT'::THAT'DOCUMENTS' THE--EROSION 'OF" -oUK'DOJl1l?ETITIVE"l"OST'\l.'ION-.

f
I WILI;ALSO_,INTRODUCELEGISL'ATION- TO ESTABLTSHA" STRONG-ExPORT

i
I,

POLTCY;;_FOR:.THK'UNITED" STATES-';;.· I WANTo,TO:GENERATEAN-EXPo-RT;';~"

t
- . . I

FEVER~:.A WILL-TQ-.:cOMP.EU'R:--=1TIS 'CRUCIiAL'·TO -THK:NATTON-",ANp-'-~'"

1
I

THIS STATE.,_ THEcINATION!$';LARGES.T=EXPORTER•..... OVER '600:,00 O' ILLINOIS.,, '-,', ',.', ' '.' .. . f
f

I

I

Ir
.~...

,~'



MINOR •.' PRODUCT AND. PROCESS. DEVELOPMENT...
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BE ONLY A BEGINNING.

DECADE.._ ..

j
!

I
OUR AGRICULTURAL EXPORTS REACHED $2.5 BILLION IN FISCAL 1977.
THESE FIGURES REPRESENT A SOLID ACHIEVEMENT, BUT THEY SHOULD

!
I

!
TODAY I WANT TO CONFINE MY COMMENTS ABOUT WHAT NEEDS

. \
TO BE DONE TO TECHNOLOGICAL INNOVATION IN AMERICA -- PROBABLY

- l
I

THE MOST CRITICAL ELEMENT OF OUR COMPETITIVENESS IN WORLD. ," l'

MARKETS. IN THIS CENTURY, THE DEVELOPMENT OF NEW PRODUCTS,
" " , , .' , "",'" " ' , j

r
SERVICES,>ANIL.J:NDUS,TRIAL<PROeESS'ES'CBASED'ON=::.(\.DVANCEScc:IN !

_ ' ' , ' , f
KNOWLE.DGE~-DNTRIBU[,ED~;MORE£'llliAN:','ANY·TRTNG'''EIiS.EfT.Q~U'HE-'dilAT.ION'Ji

~, ' "',:T ,- """,,',:' .' "I
. . '...' . '. . .... ..•.. IP RODUC.T.IVITYTGROWT.H,• .(\.ND ,cTRADK,;·PERF.oRMAN€&';c_£,.WITH.;..lJ}HE.:;RATE~:DF __. .'. I

--- _. }

GRQW.'l'It·"'DEOEI,NING.cANUGiIDHE'C-U..·S,.~BALANGE~;OF,·;·[,RADEc'tTURNING;.;:.+ ..' . ... ' .(

1.

NEGATIVE ,WE FIND 'THAT ,INNOVATION, IS 'LAGGING-.,-,"-;...THE""E)ROWTH\
I

. , , ' '" , " j
INDUS.TR±ESc:}IN ·QUR'C0UNTRY·'--ARE-LAWl" ACCOUNTING"-P,CONSUI:;TINGs:ANDF'c

I
OF '''oOIJRSE'1?'''<;oVERNMENT:'TTSELF';== THEjIJ • S.;:a·IANUF·ACTURING'USECTOR;'··

.. ". ....• ..•.. . "'!
.'<\,-,.",,' . ,f

, .:-.(

ONCR:~ItEr~~ITA12':r:N:!I'HE~'WORDD#'LANGIJIiSHES;-':'f" !
•• I I:' . II' .' .'. 'n '. .. ..... . . . I.

IN•• E'I'EElf71-Th!D~THER~EG'I'.oRS~MERiI:'C-AlL"C:OMPANIm;£"HAYEFZ .
:' '. :...... . I

FAILED'-T-O 'c-1\DOP'lt'"".l'ECHNODO"GmE'S"'"WHOSE2.F-EASIBIIa-'r¥'1c':'AND""PAY"''$FFSC··"".

f
HAVK,'BEENs:G-LEA"RLYC--cJ;)EMONSTJl.A.'TED:0£Y.iTHEFiJAPANESE',"·AND~·.cWEST·11:ERMANS.•o:.,-,-,. ..' f

I
HIGH.'RISK'WENTURES,'THAT-iOYEIFIA.LON.G'TERM'LEADTOiW

MARKE'l'S.. ANDNEW,-;.J:-NDUS.TRIES.HAVE . BEEN. 'DTSCOURAGED;' INDUStRY
. I

I SSHIFTIN.Gc..,TNVESTMENT'FRGM ,BASIC RE SEARCH ',AND ,INNOVATIOIlLcTO

f
EXECUTIVES PLAN lOR

I'
THE. NEXToYEAR'S PROFIT AND LOSSS-TATEMENT AND NEGLECTC;THlfNEXT··~,

I
I

I
t
t
I

.. ,' --""---:-,::~~~:--~,-,."",,-,,"-_..."-~-;-:-..,:.. ,,"~.--..----'.( "<l-~-~---~--~ -,. ,,' .'-"--.-",.~"-----~---

"1,0;'
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ASMALL, HIGH TECHNOLOGY COMPANIES HAVE INTRODUCED
. I

DISPROPORTIONATE. SHARE OF NEW PRODUCTS AND MANUFACTURING!
!

TECHNIQUES. A DECADE AGO HUNDREDS OF VENTURE COMPANIES 1

. I
ENTERED THE STOCK MARKET WITH NEW ISSUES EACH YEAR. IN ~977

THESE TRENDS DO NOT SIGNAL OUR LOSS

,:'

I
f

THERE WERE 46. AT THE SAME TIME AS PRIVATE SECTOR SUPPORT

r
FOR INNOVATION HAS DECLINED, FEDERAL GOVERNMENT EXPENDITOlRES

f
FORR s- D HAVE DROPPED MORE THAN 16% OVER THE LAST DECADEl.

OF TECHNOLOGICAir. .,,
LEADEaSHTP,i"1l.CROSS,i.THE . BOARD.' ..BUT:THEy.AREAWARNING;·~.,I~

.j
__________ i'

I NNOVA'P'-IeN~~:ES -NOT::-ENCOURAGEDr':L'J:i~~~~CVNVJYl~·iW·.lLL ,::;TliIdNA'i'~r !
1

INFL"A'!I'-ION>W;ELli;cCON'l'INUE·';.::;;-,...1.: " <,. ,.... ""!
THEf'SECRE-TARWO:F"'COMMERCE4AND)':HE~'1\.BSIST.A'N'l'·~'SE'CRE,T1'fYr....

t
FOR'cSCIENCE'AND.. TECHNOLOGY..-.HAVRcCONVENED"...A:-SCO.RE.;1>F:TASK;..'F.ORCES -

j
TOc··STUDY"INNOVATION:.:tAND:":'INF'LUENCES'::RANGING'::EROM:corAX.~AND·_ •• f
>. .... " .::..... .' '.' '. .:·,:·i..:;--

':'.' ....: .' _ ..~ ... ,.: , '.':':: . ..' . . .... '.' .' '. '.':: ,1.
REGULATORY;3?Otd:G-Y~'TO-.l'ATE'N'I',"ADMLN~STRA'I'±0~1\ND~FDRMM.'-±Of'l"-·.-..

"':- .. ",)J/':,::':;:'-':"--::""':" •• .' . . :.' ">.,< ...' " .. :',: . '." ". f.
SERVICES;·c'~BU'l';:WE-SCANNO!R"'DEP.ENDZ0N'1I'HI-Si\ REVH:W~ONE:'cT.o, '~'q'; ... '

<;. . . . .... .... . .... I
PROY'[DEAlliSWERS;~;;:-" OR.GANL-ZA'TI-ONz-AND;'1RROGESS~';'FJU:Q1lENrr'I:i~VERWHEL'M"",cl. <:: '. .."::,'" . ", '....... "'." '.' - ',' t- .. '-

SUBSTANCE~~IN:T4IE~33UREABCRACYri;;$TIFL:rNGr~RIGINAbUY:.IN .kErSH· ...e

TOREACH,oACONSENSIIS::'2l'HAT-i'.1I.'PPEASESo;;''l'HE'C':TECHNOCRATSIN ,OMBr·,:;. f .
A YEAR' AGOTHE''SENATESUBCOMMITTEE''ON "SCI'ENCE·,' TECHNOB0GY
.A . .1

AND..'SPACE~J3EGAN!...REV.IEW."DFAMERICAN:INDUSTRIALTECHNOIiOG¥':-';"f-cIT

I
CONTINUES;;'cAND.:WE,~EED;cYOUR·cSUGGESTJ:ONS';-:c- OUKFINDINGS,,'A-RE,,"7

1
TENTATIVE;"cC'.,BUT ..WE·INTEND"-d'HISc.YEAR-:--TO .MAK-E'REC0MMENDAT.LO~ScjWR"- "-"

y .'.- t

• '.', .'-" '>. -- . . .. .. }

A'NEW:FEDElmliA.:JOMMITMENT·,,,TO INNOVATION.,. !
!
I
~
I
!
l', ;f
i

,I
I. ,

..~~.~__,,__ ._.. ~~II·



Ii

.~ ..
• .~x..THE FOUNDING OF THE REPUBLIC.

INVENTORS::'AND'"13U'SINESS:~£-XECUTI:VES-··ALIKE..~~
J

FOR HIS INITIATIVE IN MAKING_THIS DATA AVAILABLE.

I
f

,'J

- 7 ~; ,I
.. . I

PATENTS PLAY A MAJOR ROLE IN THIS PROCESS,AND HAVE 8,INCE
'. . I

n,~T THE PATENT O~CE HAS ~ONG
'i6. ~ }

REGARDED ITSELF AS A REPOSITORY RATHER THAN A RESOURCE. qUR

COMMISSIONER HAS BEGUN TO CHANGE THAT. PATEN.T FILES ARE 1
POTENTIAL GOLDMINE OF NOT JUST TECHNICAL DATA, BUT INDICA'ORS

OF BUSINESS OPPORTUNITIES AND PROSPECTIVE FOREIGN COMPETI~ION•

I
THE COMMISSIONER HAS OBTAINED ACCESS TO PATENT INFORMATIO' IN

'f
NEARLY ALL THE· INDUSTRIALIZED COUNTRIES, AND I COMMEND HIM

. .. < l
t
I

IT WILD BE
I
!

USEF,ULz',j)O·':GOVERNMENT~;DEC.;r-S.IOm'eMAKERS, INVESTORS:;::.R &,'O,MAN,AGERS,··
'" !

I
IDEALLY';PATENT.::0FEICR;·-REPORTS"'SHOllLJ):;BE·:PART~OFA·· I'·

. I,

SOpmS'l'IeATED-WORLD-WIDE':mOUS'I'R;I'lm-scrN~();RMATIUN'SYSTEM=·· !
' .. "-, __,',_, .. I
',' ',_ .... - .. :: ", ,,·,'0- .: " '-"':" {

COORDTNATEJ);13Y ..THK.DEPAR'l'MEN-T,·QF;COMMERGE';";.~THE",GOVEcRNME:N'lVS·

P RESEN'l'?'·CAPA13.ILT'l'I:ES::._COMPAREY.P-OORLTI;;WITIRTHEE,NEEIJsFORfeASEmbSMENTs+.",;-. . ... {

.. .. .' .!'
OF.·.;SECTOR1ffi':'PROBLEMS;;.:\EVALUATIcONS£WF;C;COMMERCIAL2P:OTENT.r:AL:cPF xzrr. .... " . ". . .. . .\.

'. ; ......; •....•. . .... .... •...•. .' . I
NEWE2mECHNImOGIEB~Sca:DENm±F3TeATIQN;.On~-:E:Xpru¥1''':;0PPORT!JNI;I'-JE'S~AtilD:'i:-:::·
'.'_: .. "':" ':,:'-" I

.. ~.,. - ::,c- :':> >: r

FOREI<tN=:TNDUSTRIAI'i"TNTELTdGENGJ5:-:= . I. ... I
TECHNOL0GY1l'RANSFER~S'A TWO:eWAY;"STREET':;-;' FOREIGNNATIONScr.

I
• c' .. ... .. 1 . _,n

HAVE=SUCCESSFULLY . EXPLOITED OUR INVENTIONS;...:DUST:AS AGGRESplVELY, ..

f
THE·U~ S.;:.MUST·. SEEK:: QUT ..'AND ACQUIRETECHNOLOGIESFROMABROAP~

f
WHILE;:;.coNGRATUl:;AT.ING:IOURSELVES;FOR ..OUR-MOON.- LANDJ:NGS.,DWE.·.·.LpSE=-

.':' ..': _,,- r
:,'-:--.":"", [_ '. '. .. f_ .

SIGH.T':OY":T1lE"FACT.. ;,THATTWO."THIRDRcOF ALL, RESEARCH AND;.DEVELfPMENT;.-:"

TODAY~TS,-PERF0RMED-;;rN-FORETGN,c;COUNTRIES •. f
!
i

.

___ ~. ~. .;..,;.""'.•,,,,.......-:1
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BE NEGLECTED.

.\

i
r
i
l

. I
THE ACTIVITIES OF ECONOMISTS, TECHNICIANS, BUSINESS

t
I ' '

STRATEGISTS AND TRAINED FOREIGN SERVICE OFFICERS SHOUtD "

BE COORDINATED IN OUR GOVERNMENT TO HELP INFORM DECIS 10NS
ABOUT R&D INVESTMEl'I'J;'S,EXPORT CONTROLS, REGULATIONS1 TAX

POLICY AND ANTI-TRUST ACTIONS. THE ROLE OF GOVERNMEN1 IN

'. . . j
PROVIDING INFORMATION AND ADVICE TO PRIVATE INDUSTRY,l

~.
PARTICULARLY SMALL AND MEDIUM SI.:>;E BUSINESSES, SHOULD!NOT

s
!
I
!
'j

INDEEDT_THE,cTIME'1IASc£OME~TO ,.PD'IC~HEc:..'An\lERSAIHALS1;;

. . __ ..... " ..... _, __' .: __ . . "__ .: _ - .; ,'- _-':'>_:_:~-:.'J
RELA'l'WNSHIP-::~ZB'ETJ'1EEN~VERNMENTf.':ANDidND.uS'I'RY~EHl'ND1CUsj'""~~'OTHER=',c

i
Nl\,TTONS",*R~'>NOT:,;SO'PASTIDIOUS'2A130UT"COOPERATTON'" .THErr~'~

, , ,,1
COORDINATEINDUSTRIAL;R~,~D".Aq:T,L\';['l'.,IESoCc.sO.~aAT,,C.C,OMP.AN'I1'Sc,,,,,,,

.• •. <c ' ,.. ,.,.' I'
q:AN'-'SIJAriE~INFORMA'TTONa\ND:=A'VOW-''';11UPJ:;Tq:ATION;~-oF,-EFFORT*N

i

IORDER~"l'O"PUSII',,'AHHAIh

, _ --_.t
INT-HE"'PAST'-0UR'roWN:"C0MPA'RATIVK'=nDV-ANTAG'E-~TN"TECHNOLUGT"", " j

i
j ,"" '. -,""

OFTEN;amSULTED~ROM~'THE:;:'1illVERNMENT~"S::-ROL'E~72fS.'A-C;;'SUPP-ORTER~ANlli--,;"" , , , I ',
PRQCURER30F "R" &"--0'••c,'THE"~OM/lmRm:1\I'~':BENEF:I'l'S'c·OFNIL,,:[TARr"~\.ND-:-:-
::,- _ _ __ _ ',_ _ _ _,_. '. " __ "", , _ _l-
SPAC·E.,!'ROGRAMS.cc:F-OR, ,ELECTRONTCS~-~:JET: AJ;RCRAF.-'l'.-':AND ' TELECQMl'1UNTCATIDNS-::,

, , I
""', ,'" , ", _ . 'n .... ", ." '" •.... ' .. 'n " ." '" .. , " . . tCAMH.ILARGELY:.BY 'COINCIDENGE-:.' "TODAY';':COMPANIES-:-cAND UNIVERSJ:T.IES~ -. ,, . I

':,', ': ' .. ',. .' '. . . ,.' ", ..... ', ..' .'. '. .... ,. l
AVOID- ..GOV-ERNMENT':-CONTRACT::':RESEARE!H:-AND~DEVELOPMENT BEC.i\l--USE C ,,-

" I
OF':'RED'cTAPE,.':.cONFLIe~L'OF 'INTEREST ::RULES ,AND .RESTRICTIVJ;: .

I
LICENSINGc.AND~]'PATENTg>,OLICIES. . I

I
lMAGINE:WHATWE l1IGHT"'ACCOMPLISIr. IF WE SET~'OUR-=:MIliID

f
TO DEVELORING TECHNOLOGIES,- NOT ALONE FOR MILITARY ANDI,OTHER

f

GOVERNMENT'OBJECTIVES· BUT .FOR OUR COMMERCIAL· AND INDUStRIAL'.··'

I
f
f
!
1
t

I
!
i,

/1.". ~~.~.,-,--:_......,_.,--~~., -:-~f--'-.-

I
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PROPOSE'INSTITUTES

'I'
UNIVERSITIES

I WILL

I
-I

I
I
{

TO BRING INDUSTRY, I
~( !

TOGETHER',lN A NEW COOPERAT1IVE
,"""... I'..... )

EFFORT. TO IDENTIFY MARKETS, DEVELOP THE PROCESSES AND !

GOVERNMENT AND

MIGHT.

'."



POINTe -OF.:"A'1'TRi\.0TTNG=.PRI'VATEc..;.CAP.I.TAL~·:

- 10 -
;~

..
:":::,;

I
I,>
r··\
I

!,
I
!

THE NEW CAPITAL GAINS RATES WILL HELP RESTORE A I
FAVORABLE ECONOMIC CLIMATE FOR THE CREATION AND GROWTHl

OF HIGH TECHNOLOGY' COMPANIES. . BUT MORE SPECIFIC TAX !
:,:,'.» t

INCENTIVES MAY BE NECESSARY. THEY ARE USED TO GOOD I
~

EFFECT IN OTHER COUNTRIES. WE OUGHT TO ESTABLISH I
I

DEPRECIATION SCHEDULES THAT GO BEYOND RECOVERY OF THE I
COST FOR SUCCESSFUL VENTURES. WEARE ALSO EVALUATING I

f
EXEERlMEN'l'ALPEOGRAMS ,OFoTHE.NATIONAI;c~SCIENCRcFOUNDATIPN

•• ',d,' , ',__ • .' .-_',__ _·.t
.TO.'SEE'~iIF'DlREGTt;;'GOVERNMENTc,c.A:SSIS'l'ANCE~:zL'O·~;NEW;-~NTURES!':'-.

.. >.< . ...... .... I
M~R~S::ExpMiiSJ:DN••. THE ":POSSJ:BTLITlcESJ:NCLUDE:cTHE 'C I

'> ,',",' ,-, "
.....•_., .. _,' .:'.,:.. , .... " .... .... _ .:. .. _ .. "..... ' " .. " ,'-'. f

ESTABLISHMENT,;,OF.UNIVERSI'l'Y,.....BASED~<[NNDNATIDN"xmNTERsLMm.-. . . . ..' . .. I
. . .1

GRAN'l'S~·:T.O·..sMAIiITBUS.INES.SES· TO,DEVELOP:'>TECHNOLDGIES.:TO :II'HE: -

l
1•••....•.. .., . ....< .!

IN.'80ME:;''.INSTANCES~crNNOVA"TIQNSg'DERIVED'''FROM'hSCIENCiE·.. .
,; ..' .' •. '>.,..!

AND:'.!I'EGHNO:I:fOGY.;DA~'SJJBUEC.T'·::TQEMISllSKm::RElSE"C"iUNINTENDEPZ;;··.. .. ", ...., . ..J
1

HAZAR.DS·~T.O. "IfEA:b~.i.c'SAFE'1'¥=~D""THEc~NVIR'ONM~-"THEc:'1
. .': J

TRADLTJ:ONAIT·~RESP'ONSE?.TO,.cTHESE-.:;.PROBLEMS<*S : GOVERNMENT..:..J, . I
REGULATION.""..,. .. AND. IT HASc::COMEUNDER ..INCREASING~.CRITICIfM.

FOR·DIVERTCLN9±'l'OOMANY.cEESOURCES'.'FROM"MORE· ·PRODuCT-IVE I
.. . ", .•. 1

---~ ';.-, .. - - .. - -,. - "..",' .... ,,' .... " .. '-- - - - -- ..".' ~ .INVESTMEN.TS;';:FOR ONLy••MIDDLING·RESULTS z: YET SCIENCE AND
~._. <' " .- """ . .'. . .:- -'C, ',. ,,',:',' , t

, . _,;,;;':::,.- .. _,,_,:_:"':""" . . 'f
TECHNOLOGYAR]';:$TEADILY';'EXPANDING,·PUR':AB~LITY: TODETECff .

- ,--: ..... :.... ··..0·:·..;·.. · ,.,". ,I. ',' . .' " . . . . . f
AND,.EVEN -ANTICIPATE'NEW,CUANGERS;c> REGUDATORYc;DECISIONSf':

SHOULD••·.·BEBASED'ON. THE BEST. .$CIENT.IF..:rCc.ANALYSIS::;:AND".TE~HNICAL_:-
I
f
f

I
f

~__._;_"_" -~_._-.:.:.~. .~.~_. J<_.,.~._.~ u_.;_",.;:j)

'.

,



REFORMS ADD. TO DELAY AND UNCERTAINTY.

- 11-
it-",.

NOT LESS.

AND CRIPPLING THE ECONOMY.

I
!

I
f

1
INFORMATION. ALTERNATIVE REGULATORY POLICIES SHOULD BE

I
ASSESSED IN ORDER TO DETERMINE HOW BEST TO ENCOURAGE tHE

I
USE OF TECHNOJ,OGIES SERVING ENVIRONMENTAL, SAFETY ANDl

I
I
I
!

THE CONVENTIONAL REGULATORY
f
}

SUNSET LAWS ANf
. .. ... t

IMPACT STUDIES ONNEN REGULATIONS ENTAIL MORE BUREAUCFCY,

!
f

WHA'Y;cIS. NEEDED=.AREc'SOM'E]:"NEW..:::AP..•...•...PRi... OA.·.'G..c.'-.R.ES¥"oTIIB::mIMEiCHAS .,
. ..••.• .!

COME=-FOR,~POIi'I"rICAL4EAnERS~,BEE THE'WORLm:ARoUND "US!AS. . . '. ...• ....• . .••. . I
. '. ." . I

IT .REALL~.-TS,'~ANb'."rQ .• SPEAK"·'THES~TRUTHgc.~·f.ONI1Y'THEN~CfW"' .•••".

WE'IIOPE':TOcRECA"PTUREi,mRE-=SPIRITc"ANm;eOURAGE-?THAT.o-BUldr,'o.~ .
~
!

I
I
f
t
I
I

I

IIEALTII·OBJECTIVES WITHOUT IMPEDING OTIIER INNOVATION

AMERICA~. _, .

\
I

,

,
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STATEMENT OF DR. CHARLES L. FOX, JR., M.D.
PROFESSOR OF SURGERY AND MICROBIOLOGY

COLUMBIA UNIVERSITY COLLEGE OF PHYSICIANS & SURGEONS
NEW YORK, NEW YORK

AT THE JOINT PRESS CONFERENCE OF
SE~ATOR ROBERT DOLE OF KANSAS

AND
SENATOR BIRCH BAYH OF INDIANA

ANNOUNCING

r·

THE INTRODUCTION OF A BILL ESTABLISHING A FEDERAL PATENT
FOR UNIVERSITIES AND SMALL BUSINESSES TO DEVELOP

INVENTIONS FUNDED WITH GOVERNMENT SUPPORT

CONFERENCE HELD IN ROOM 318 RUSSELL SENATE OFFICE BUILDING I

WASHINGTON, D. C.

AT 9:30 A.M.
WEDNESDAY, 13 SEPTEMBER 1978

"

f)



FOR THE TREATMENT OF BURNS.

STATEMENT OF DR. CHARLES L. FOX,JR., M.D.

.;.'

pm
'.' I;

r
I
!
I
!
1
~

- !
I AM CHARLES L. FOX, JR., M.D., PROFESSOR OF SURGERY MID

I
i

MICROBIOLOGY, AT COLUMBIA UNIVERSITY COLLEGE OF PHYSICIANS & ~URGEONS,
I

I
NEW YORK, NEW YORK. I AM GRATEFUL FOR THE OPPORTUNITY TO BE fIlTH YOU

!
I

TODAY. I AM THE INVENTOR OF SILVER SULFADIAZINE, A LIFE-SAVlrG AGENT

I AM HERE TO TELL YOU OF THE IM~bRTANCE OF
I,
f
[

SILVER SULFADIAZINE, HOW IT WAS DEVELOPED, SUPPORTED, AND FIN(ALLY MADE
~

I
AVAILABLE TO BURNED PATIENTS IN HOSPITALS AND AT MILITARY INSfALLATIONS.

I
FIRST, I woum LIKE TO TELL YOU A LITTLE SOMETHING' ABOpr BURNS.

t

PRIOR TO AN UNDERSTANDING OF THE PROBLEM OF BURN SHOCK IN TIfEl MID-1930'S,

I
!

MOST PATIENTS SUFFERING BURNS GREATER THAN 40% OF THE TOTAL ~ODY SURFACE

!
~
I

DIED OF BURN SHOCK WITHIN 36 HOURS OF THE INJURY. WITH THE RECOGNITION
1

I
THAT LARGE AMOUNTS OF FLUIDS WERE NECESSARY to PREVENT THIS S;H0CK IN

is
!

LARGE AREA BURNS, PATIENTS WITH BURNS OF ALL SIZES BEGAN TO SpRVlVE THE

J
t

EARLY POST-BURN PERIOD. THESE PATIENTS WITH LARGE BURNS WHO ~SURVlVED THE

'J
t

INITIAL SHOCK PHASE, HO~VER, WENT ON TO DIE FROM INFECTION I~ 10-21 DAYS.
;; .

I
, I

THE PRIMARY CAUSE OF THIS INFECTION WAS IN THE BURN WOUND ITSELF.
1

I
I
J m •• m._
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I
&.

I

I
I
I
~

WITH THE ESTABLISHMENT OF BURN WOUND INFECTION AS THE CAUSE OF

I
DEATH IN THESE. PATIENTS, METHODS TO CONTROL IT WERE SOUGHT INl THE

,

IN THE BURN WOUND.

so'S AND EARLY 60 IS,. THE FIRST APPROACH, SYSTEMIC ANTIBIOTIfS, WAS·

I
FOUND TO BE OF LITTIE VALUE BECAUSE OF THE LACK OF CIRCULATIOf IN THE

I
I

BURN WOUND AND THEIR INABILITY TO KILL THE PREDOMINANT BACTER![A. WITH
1

I
.. I-

THE FAILURE OF SYSTENIC ANTIBIOTICS, LOCAL MEASURES WERE SOUGHT TO CONTROL
I

THE SPREAD OF BACTERIA AND THE DEVELOPMENT OF LIFE,..THREATENINb INFECTION
i
I
!
I
I

DURING THE EARLY 1960' S SOME SUCCESS WAS FOUND IN THE pSE OF
!. · '··1

TOPICAL SILVER NITRATE SOLUTION IN. A 1/2% CONCENTRATION. AT THE SAME TIME.. . :... .... ... t

'I,
A SULFA CONPOUND, MAFENIDE, WAS DEVELOPED WHICH WAS ABIE TO HELP CONTROL

BURN WOUND INFECTION. II HAD A BICB OEGREE OF ACTIVITY AGAtNtT MANY FORMS

OF BACTERIA AND HELPED DECREASE MORTALITY IN M.t\NY BURNS. BOTH OF THESE
• i

I
AGENTS, HOWEVER, HAD SEVERE SIDE EFFECTS WHICH MADE THEM NOT pNLY DIFFI,..

I
CULT TO USE BUT ALSO ADDED TO THE BURDEN OF THE PATIENT IN SOME CASES.

I
I
I
!
I



TEAH TREATMENT FACILITIES.

OF CHOICE FOR TREATING MAJOR BURNS.

REQUIRED BY THE FOOD AND DRUG ADMINISTRATION.

BE EFFECTIVE IN THIS AREA OF BURN WOUND INFECTION.

I
I
I

LATER ON IN THI' 1960' S, WORK'NG IN MY LABORATORY AT G+""LA

I
UNIVERSITY WITH PARTIAL FUNDING OF SOMEWHAT LESS THAN $100,OO? ON THE

- . I

!
PART.OF NIH, I SYNTHESIZED AND SCREENED MANY MANY COMPOUNDS WHICH MIGHT

I
I

I FINALLYI FOUND

I
I

SILVER SULFADIAZINE TO BE THE MOST EFFECTIVE IN LABORATORY AN~HALS.

I
I TIffiN RECEIVED FROM A COMMERCIAL DRUG COMPANY THE NECEsSARY

I
MATERIALS FOR THE EVALUATION OF THIS COMPOUND IN HUMANS AND TpMEET THE

!
MEDICAL NEEDS FOR BURN THERAPY OF THE PATIENT POPULATION IN SbUTH VIETNAH

I
!

THAT WAS UNDER THE AUSPICES OF THE UNITED STATES STATE DEPARTMENT SURGICAL

I
BASED ON THE RESULTS FROH THE CLINICAL USE)

f

!
!

IT BECAME APPARENT THAT SILVER SULFADIAZINE COULD POSSIBLY BEl THE PRODUCT

I
IT ALSO BECAME CLEAR THAfWE WOULD

f

NEED. THE CONTINUING SUPPORT OF PRIVATE ENTERPRISE IN THE FORM:! OF A. • I
I .

REPUTABLE PHAR.MACEUTICAL M.'\NUFACTURER IN ORDER TO DEVELOP THEI OPTIMAL

!
FORMULATION AND TO CONDUCT THE PRECLINICAL AND CLINICAL EVALUkTIONS

I FELT THAT S1VER SULFAI .-
I

DIAZINE C9ULD PROVIDE THIS COUNTRY yITH A MAJOR BREAKTHROUGH FOR TREATING

L .. ""m~'''' __ , .

STATEMENT OF DR. CHARLES L. FOX, JR., M.D. - Pg. 3



AVAlIABLE THERAPY.

WORKING RELATIONSHIP BETWEEN MYSELF

OF RESEARCH CORPORATION WAS ENLISTED.

HAD SERIOUS DOUBTS! .

I
REGARDING PATENT VALIDITY , AND THE RESTRICTIONS 1<1HICH WOULD LIKELY BE

I
PLACED ON THEIR M,.<\.RKETING EXCLUSIVITY TO WARRANT THE EXPENDITURE REQUIRED

I
i
i
I

I
I
f
!
f
f

TO BRING IT TO THE W..RKET PLACE AND THE PATIENT'S BEDSIDE.

PHARMACEUTICAL COMPANIES WHO EXPRESSED INITIAL INTEREST

!
I

\
I

BURNED PEOPLE BUT WITH LESS INCIDENCE OF SIDE EFFECTS THAN CU~NTLY
i
I
I
I
~t

i
TO WCATE A COMPANY TO ACCOMPLISH THESE OBJECTIVES, Tl¢ ASSISTANCE

I
{

I
RESEARCH CORPORATION'SI CONTRIBUTION

. I

I
WAS TWOFOLD. FIRST, THEY RECOGNIZED THAT EXTENSIVE PATENT 'PROTECTION

I
I

MUST BE OBTAINED TO JUSTIFY THE SIGNIFICA..lIlT EXPENDITURE REQUIRED TO BRING

SILVER SULFADIAZINE TO THE POINT WHERE IT COULD BE USED IN LIL- .

I
THREATENING BURN SITUATIONS THROUGHOUT THE UNITED STATES AND, I IN FACT,

THROUGHOUT THE WORLD. RESEARCH CORPORATION ALSO DEVELOPED A lUCCESSFUL. . - . . . I .
f
f
t

COLUMBIA UNIVERSITY, THE! NIH, AND A
I
I

QUALIFIED COMPANY FROM THE AMERICAN PHARMACEUTICAL INDUSTRY. IMOST MAJOR
I

I

. STATEMENT OF DR. CHARLES L. FOX, JR., M.D. - Pg. 4
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CASES AT ALL MAJOR U.S. BURN CENTERS.

I
FINALLY, LICENSING ARRANGEMENTS WERE MADE WITH MARION LAB0f-ATORIES

I
I

OF KANSAS CI~~ TO DEVELOP, TEST AND SECURE FDA APPROVAL FOR A SFITABLE

I
MARION WAS SUCCESSFUL IN'bEVELOPING

I
t

A FORM OF SILVER SULFADIAZINE FOR APPLICATION DIRECTLY TO BURNEr PATIENTS.

I
THIS PRODUC~' WAS STUDIEP UNDER MARION'S DIRECTION IN 2500 CLINICAL. I

FDA APPROVAL FOR !'1.ARKETlbG WAS
I

GRANTED NOVEMBER 26, 1973, APPROXIMATELY FOUR YEARS AFTER THE JICENSE
. . I·

ARRANGEMENT WAS CONCLUDED. AS A CONSEQUENCE, SILVER SULFA DIA9INE IS NOW
I·

IN GENERAL USE. I
I

IN SUMMARY, THE DEVELOPMENTS OF SILVER SULFADIAZINE IS AN ~XAMPLE

I

OF HOW IMPORTANT AND SOMETIMES LIFE-SAVING PRODUCTS, WHICH HAvd BEEN
I
I

PARTIALLY FUNDED BY HEW, CAN MAXIMIZE, CONTRIBUTION TO PUBLIC ~LFARE.

. I
i

IN PREPARING TO SPEAK TO YOU TODAY, AND AS A DOCTOR INVOL~D IN

I
ALLEVIATING HUMAN SUFFERING AND PAIN, I WAS HAPPY TO LEARN THAI AFTER

EXPENDITURE OF OVER 3 BILLION DOLLARS IN NIH GRANTS TO UNlVERS~TIES, OF
.!

I
I
IL .. -c.---"- -"-'-,__c_..---'---__, _

SILVER SULFADIAZINE TOPICAL PRODUCT.
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"

, ~~

I
~ .

I
I

THE 28, 000 PATENTS IN THE PATENT OFFICE PORTFOLIO, "ONE OF TEf PETITIONS

I
GRANTED INVOLVED A BURN OINTMENT DISCOVERED AT A UNIVERSITY, WHICH WAS

I

!
. I

PATENTED FOR THE UNIVERSITY BY RESEARCH CORPORATION, LICENSED! TO A

PHARMACEUTICAL COMPANY, Il::LINICALLY TESTED UNDER THE DIRECTIONI OF THE

!
'!

COMPANY, AND CLEARED BY THE FOOD AND DRUG ADMINISTRATION ON THE COMPANY'S

I
INITIATIVE. THE DRUG IS NOW COMMERCIALLY AVAIlABLE. TO MY KNOWLEDGE,

I

I
THIS IS THE ONLY DRUG OUTSIDE THE CANCER CHEMOTHERAPY PROGRAM! WHICH WAS

I
INITIALLY DISCOVERED WITH DEPARTMENT SUPPORT AND HAS REACHED ~HE MARKET-

PlACE THROUGH THE INVESTMENT OF RISK CAPITAL FROM THE DRUG INlUSTRY."
I ! .
I
I
I
I
I
I
I
I

\

I
t

I
I
I
I
i <
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