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May 14, 1979 -

Dear Co]]eague'

Durlng the past two years the Committee on Commerce, Science, and Transpor-
tation has been reviewing the state of U.S. industrial technology and inno-
vation, and in particular how technology contributes to the balance of trade, &
productivity, employment, growth in GNP, and control of inflation. The situ-
ation has provound implications for cur. national econhomy and social well-
being. ~ Among other things, the U.S. trade deficit last year reached $28.5
billion. Productivity gains ground to a virtual halt. By no coincidence,
the nation cont1nued to suffer from inflation and unemployment.

The Committee found a number df disturbing trends concerning the~receht éon—
tribution of industria? techno1ogy to economic vitality in the United States:

-~ World markets in h1gh technology producLs are 1ncreas1ng]y
penetrated by Toreign compet1tors,

Foreign governmehts work more productively with private
industrial concerns and are better able to focus research and
development efforts to marketing techno]ogicai'products;

-~ The rate of U.S. industrial 1nnovau1on appears to be ]agg1ng
behlnd h1stor1ca] DaLterns,

~= Small h}gh—tecfn01ogy firms, a trad1t10na1 source of 1nnova—
~ tion in the United: SLaLes, appear to be d1sappear1ng,

-- Venture'capitaT to Tinance 1ndustr1a1 1“”0V3L10ﬂ in the
United States is t1ght

- Produchivity increases in labor and capital in the United
States are dec]1n1ng re1at1ve to those of. our 1oreign compet-
- itors; and

- The United Staues, among 1nduer1a11zed naL1ons, suffers
persistent une mp]oyment
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While it is difficult to quantify the exact state of U.S. industriaT.innova*
tion, the social and economic consequences, both in the short- and long-term,
of LhESE trends are d1sturb1ng

We need to reverse this eros1on of economic vitality. This can be done, in
part, through measures to improve industrial technology and innovation. The
“White House is undertak1ng a domestic policy review on industrial innovation.
' Adm1n1straL1on proposa1s in this area shou1d be forthcoming by summer.

We will be 1ntroduc1ng a bill Lhat could be v1ewed as a first step to stimulate
industrial technology and innovation. It is not intended as a comp“ehens:ve
remedy, but rather as an initial effort. : :

The National Techno]ogy Innovation Act wou]d begln a revival of U.S. techwolog—
ical innovation in two fundamental ways. First, it would fmprove the .ability’
of universities and industry to collaborate in generating new techn01og1es that
could reach the market; and second, it would improve the U.S. government's
capability to identify Lechnoiog1ca1 opportunities, needs-and problem areas,
“in particular sectors of the economy . A copy of a section-by-section analysis
is enclosed for your review. S : .

We hope you will 301n us as cosponsors. If you wish to cosponsor'or have any
guestions, please have your staff contact Sbeven F1a35er or Stephen Merr11] '
at 4-8351 by ray 21, 1979. . -

Sincere1y, |
JARD W. CANNON R . ADLAI E. STEVENSON, Chairman

Chaarman o o o ' " Subcommittee on Sc1ence Technology,
' o S o and Space




