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EMEMBER the technological malaise

that befell Americain thelate1970s?
Japan was busy snuffing out Pittsburgh'’s
s:eei mills, driving Detroit off the road,
and beginning 1ts assault on Sificon Val-
ley. Only a decade later, things were very
different. Japanese industry was ict re-
treat. An exhausted Soviet empire threw
inthe towel.Europe satup and started in-
vesting heavily in Amenca. Why the sud-
denreversal of formunes? Across America,
there nad been a flowering of innovation
unlike anything seen before.

Possibly themost inspired piece of leg-
islation io be enacted in Americaoverthe
pasthalf-century was the Bayn Dole act
of 1980. Together with amendmentsin
1984 and augmentation in 1986. this un-
locked all the inventions and discoveries
thathad heen made in laboratories
throughout the United States with the
heip of taxpayers' money. More than
anything, this single policy measure
helped toreverse America’s precipitous
slide into industrial irrelevance,

Before Bayh-Dole, the fruits of re-
search supported by governmentagen-
cies ad belonged strictly to the federal
government. Nobudy could expioitsuch
research without tedious negotiations
withthe federal agency concerned.
Worse, companies found it nigh impossi-
bieto acgquire exclusive rights 1o a govern-
ment-owned patent. And without that,
few firms were willing to invest millions
more of their own meney to turn a raw
research idea into a marketable product.

The result was tnatinventions and dis-
coveries made in American universities,
teaching hosprials, national labaratories
and non-profitinstitutions sat in ware-
houses gather:ng dust. Of the 28.000 pat-
ents that the American government
owned in 1980. fewer than 5% had been
licensed 1o industry. Althougntaxpayers
were footing the bill for 0% of all aca-
demic research, they were getting hardly
anything inreturn.

The Bayh Dole act did two big things
atastroke. It rrans’erred ownership cf an
invenuon or discovery from the povern-
ment agency that had helped to pay for it
1o the academuc institution thathad car-

ried out the actual research. Anditen-
sured thatthe researchersinvclved gota
piece of the action.

Overnight, universities across Amer-
ica became hotbeds of innovadon, as en-
trepreneurial professors took their
inventions(and graduate students) cff
campus to set up companies of their
own. Since 1980, American universities
have witnessed a tenfald increase in the
patenits they generate, spun off more than
2,200 firms to exploitresearch done in
their labs, created 260.000 jobs i the
protess, and now contribute $40 billion
annually to the American economy. Hav-
ing seen the results, Amenica’s trading
partners have been quick te follow suit.
Odd, then, that the Bayh-Dole act shouid
now be under suchattack in America.

No freelunch

There has always been a fringe that felt it
was immoral for the government to pri-
vatise the crown jewels of academicre-
search. Why, they ask, should taxpayers
be charged for goods based oninventions
they have already paid for?

That is easily answered. Invenuon, as
TQhasstressed before, is in many ways
the easy bit. A dollar's worth of academic
invention or discevery requires upwards
of $10,000 of private capital to bringto
market, Far from getting a free lunch,
companies thatlicense ideas from uni-
versities wind up paving over 99% of the
innovation’s final cost.

Then there is the American Bar Associ-
atien, which has lobbied hard io gerthe
government’s “march-in” nghtsrepeated.
The government has kept (though rarely
used; the right to withdraw a licenceif a
company fails to commercialise an inven-
tion within a reasonable period. This was
to prevent comparties frem licensing aca-
demic know-how merely to block rival
firms from doing so. Tt.e lawyers argue
that the government could use its walk-in
rights to bully pharmaceutical firms intwo
lowering the price of certain drugs.

Whatever the merits of their case, suf-
ficeitto say thatthe soie purpose of the
Bayh-Dole legislation wasto provide in-
centives far academic researchers to ex-
ploittheirideas. The cuiture of competi-
tiveness created in the process explains
Wiy America is, once again, pre-eminent
in technology. A goose that lays such
golden eggs needs nurturing, protecting
and even cloning, not plucking for the
pot. Readers who agree or disagree can
share their own views at www.econo-
must.com/forums/iq.



