


THE NEED FOR SPEED: Though U.S. R&D is still strong (at centers like MIT’s Whitchead Institute, above), Asia is coming on fast

playing field between large and small firms.

The most direct way to accomplish
this would be to phase out the tax policy
that led to the current employer-based
health-insurance system in the first place.
Employees no longer covered by their
employer-provided plans would benefit
from a rise in their real wages (roughly
equivalent to the cost of health insurance
previously paid for by their employer),
which they would use to purchase health
insurance on their own, or through any
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number of non-employer groups. Some
portion of the resulting gain in federal
revenues—roughly $125 billion—could
then be used to support the health-
insurance premiums of individuals with
low to moderate incomes.

EDUCATION: Innovation and science
are closely linked, so ensuring the United
States has an adequate pipeline of sci-
ence and engineering graduates should
be a priority.

Since 2000, there have been more for-

eign students than American-born stu-
dents studying engineering, the physical
sciences and mathematics at the graduate
level at U.S. universities, and although the
gap has narrowed somewhat since then,
that is most likely because of post-
September 11 immigration restrictions
and not because of an improvement in the
U.S. numbers.

Perhaps the best way to train and culti-
vate scientists—and to keep strong the link
between science and innovation—is to ex-
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pose our graduate students
and postdoctoral fellows to
commercialization and entre-
preneurship practices.

IMMIGRATION: The dearth of
U.S.-born scientists and engi-
neers necessitates policies to
welcome more immigrant sci-
entists to America. A team of
researchers at Duke University
and the University of Califor-
nia, Berkeley, recently found
that between 1995 and 2005
immigrants founded or co-
founded 25 percent of all U.S.
high-tech firms, and in 2006
accounted for 24 percent of in-
ternational patent applications
from the United States.

Today more than 1 million
people are waiting in line
for legal permanent-resident
status. Yet skilled workers
and their families have access
to only about 120,000 visas
each year.

What’s worse, the number of visas avail-
able to immigrants from any one country is
fewer than 10,000, so the wait time for
those from countries with the largest popu-
lations, such as India and China, is close to
six years. The United States faces a poten-
tial reverse brain drain as increasing num-
bers of skilled Indian and Chinese workers
return home to booming economies.

U.S. officials have made a dent in
reducing visa-processing backlogs, but
even if the current backlog were elimi-
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nated completely, with more than a
million people waiting for only 120,000
visas each year, it will keep reappea:ing
faster than it can be erased. The only per-
manent solution is to increase the num-
ber of available visas.

One idea that would boost innovation
and cost the federal government very
little is to grant permanent residency and
work status, and perhaps even automatic
citizenship, to immigrants who enter
the country to study mathematics, engi-
neering or the sciences upon receipt of

IN DEMAND: American economic growth depends on the creation of companies like Apple
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their degrees from qualified universities.

R&D FUNDING: Research is the lifeblood
of an innovation-based economy. Yet most
universities (aside from a handful includ-
ing Stanford, MIT and Berkeley) do not
have a broad innovation and commercial-
ization strategy required to support poten-
tial entrepreneurial outcomes. Thus a
number of U.S. companies have shifted
their spending to universities in England,
India, Russia and China. The U.S. govern-
ment, as the primary funding source for
university-based research, can help edu-
cate universities about the importance of
expeditiously commercializing ideas de-
veloped by their faculty. More ambitiously,
federal agencies could condition their re-
search grants on universities’ experiment-
ing with and using alternative approaches
to commercializing research.

Action in these four areas is essential to
reinvigorating the entreprencurial atmos-
phere that has nurtured U.S. economic
growth for 25 years. The United States is
no longer the world’s entrepreneurial up-
start. Emerging economies are bringing
innovations and new challenges to the
global market. Faced with this competi-
tion, the task for the United States now is
to avoid getting complacent and to stay
ahead of the pack.

SCHRAMM is president and CEO of the Kauffman
Foundation and a coauthor of “Good Capitalism,
Bad Capitalism, and the Economics of Growth
and Prosperity.”
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