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SUMMARY

NTIA 15 the principal adviser on telecommunications and information policy issnes in the Executive
Branch. NTIA helps develop and present the Administration's position on issucs bofore the Federal
Communications Commission (FCC) and other domestic and international forg,

Given the increasing significance of the telecommunications and information sectors (0 our nation's

. economy, NTIA's role 1s more impartant than ever. We are using our expertise and Jeadorship to address
cutting-edge questions regarding electronic commeree, the deployment of high-speed broadband
networks, and the implementation of international and bilateral telecomniunications agrecments, among
nomerous other issues.

NTIA is also responsible for managing the Federal use of radio spectrum. NTIA coordinates spectrum
use by Federal sgencics, working (o avoid potential interference botween users and to ensure that
specirum is avallable for future needs. Such spectrum coordination is key to the success of public safety
efforts, air traffic control, national defense, national resource management, and other vital government
functions. NTIA's telecommunications and spectrum management efforis are supporied by its
telecommunications research laboratory, which conducts cutting-edge rescarch on issues of significance
to both the public and private sector,

Finally, NTIA manages two federal grant programs, which help expand access to new tcchnologics. The
Telecommunications and Information Infrastructure Assistance Program (TIIAP) provides matching
grants to non-profits and public entities that are using new technalogies in innovatlive ways 1o rcach
those in rural, low-income, and traditionally underserved areas. NTIA’s Public Telecommunications
Facilities Program (PTFP) supports the maintenance and improvement of public broadcasting facilities
throughout the United States and its territories.

In order to carry out its increasing responsibilities, NTIA's budget request for FY 2000 is $72,369,000,
with a staffing level of 336 FTEs. The increase over FY 1999's budget will go towards enhancing
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Federal radio spectrum management; upgrading our tclecommunications research facility; implementing
World Trade Organization requirements; and implementing the Presidential Critical Infrastructure
Protection (CIP) program.

NTIA's programs would be significantly curtailed by the Discussion Draft "NTIA Reauthorization Act
of 1999." Among other things, the Discussion Drafl does not authorize funding for THHAP, It would also
privatize WTIA's research labs, eliminating an important resource {for Federal agencies. And it would
change the funding ratio for NTIA's spectrum management program, eliminating funds 10 conduct
spectrum management functions on behalf of the national interest. The Administration therefore opposes
the Discussion Liraft,

! have also attached (o my written testimony two appendices. The first is NTIA's Comments on the
Discussion Draft "NTIA Reathorization Act of 1999." The second is  list of Recent Congressional
Studies for NTIA and Potential Studies Proposed by Congress,

My, Chairman and Mermbers of the Commiiltes:

Thank you for this opportunity to testify today on the reauthorization of the Department of Commerce’s
National Telecommunications and Information Administration (NT1A}

Today, | would like to describe NTIA's unigue role in developing and sdvocating policy in the
telecommunications and information technology sectors; summarize our FY 2000 Budget Request; and
highlight our key programs and initiatives, T have also attached o my testimony two appendices. The
first is NTIA's Comments on the Discussion Drafl "NTIA Reuuthorization Act of 1999 Thesecond s a
list of Recent Congressional Studies for NTIA and Potential Studies Proposed by Consre

INTRODUCTION
NTIA's UNIQUE ROLE

NTIA 15 the principal adviser on telecommunications and information policy issucs in the Executive
Branch. In this role, NTIA helps develop and present the Administration’s position on these issues before
the Federal Communications Commission (FCC) and other domestic and international fora. NTIA's goal
15 to assist the Administration and Secretary of Commerce William M. Daley in promoting the role of
the nation’s telecommunications and information industries by cresting more job opportunities,
enhancing U.S. competitiveness in the global economy, and ensuring that all Americans benefit from the
digital age.

NTIA 1s unique amiong Federal government agencies. The agesicy's expertise sncompasses cvery aspect
of telecommunications and information technology. In addition 1o advocating the Administration’s
positions on domestic and intemnational issues, we also manage the Federal use of the spectrum, resolve
complex technival igsues through cutting-edge research in our laboralories; administer infrastructare
grants to promate the development of a widely accessible information wfrastructore; and manage grants
to help public broadeasting mainiain thew infrastructure and transition to the digital age.

NTIA's role in these areas i3 more important than ever, given the ever-increasing significance of the
welecommunications and information rechnology {IT) scctors to our nation. Today, these technologies are
driving this country's economic growth. The White House Council of Economie Advisors secently
determined that revenues of communications services and equipment companies rose over 60 porcent in
the last five years. Over a third of real domestic product growth in the past three years bas come from [T
industries. More than 7 million people are now employed by {7 indusiries and earn wages that are
almost two-thirds higher than the average for all private sector jobs. And, investments in new
techniologies - including computers, saicilites, wireless devices, and information processing sysicms -
account for over 45 percent of total real business equipment 1nvestment.

20f19 W01 1355 A



15.11-1999 NTIA Remuthorization Testimony , http:fiwww ntia. doc. govintinhomefcongresshreauthtestimony 31 199 i

New technologies will shape our economy even more significantly in the 218 century, particularly with
the growth of the Internet and electronic commerce. Today, some 160 million worldwide are going
online to shop, invest, trade, and e-mail, according to Nua Internet Surveys. That ligure is expected to
increase to 320 million by the end of next year. As more people and businesses connect enling, the
*virtual marketplace” will become commonplace, Electronic commerce among businesses is expected ©
grow more than fificen-fold in the next few vears, from 864 billion in 1999 to $980 billion tn 2003,
according to Interational Data Corporation analysts,

The heightened importance of the telecommunications and information sectors has engendercd new and
pressing policy development and advocacy needs, NTIA is using itg expertise, leadership, and vision to
address these urgent new questions. ,

In order to sustain the rapid development of our information infrastructore, NTIA is considering ways to
promote the deployment of high-speed broadband networks, and 1o insure that information and
telecommuntications services are available and affordable for all Amencans. We are facilitating the
development of electronic commerce ("e-commerce™} by addressing new guestions of consumer privacy,
security, and domain name management. We are also working with other nations to promote g
market-driven, {lexible and decentralized, and techuology-noutral approach (0 e~commerce policy, And,
we are coordinating offorts under the federal Critical Infrastructure Protection {CIP) plan to ensure that
our tefecommunications and information infrastructures are secured against physical and cyber atiacks,

NTIA's management of the federal use of radio spectrum is also promoting public safety and
competition. As the managers of federal spectrum, we are rving to improve efficiency, increase private
access to speotruni resources, and plan for future spectrum needs, incloding those relating to public
safety. These goals will become ever-more important as giobal uses of satellite and wireless devices
increase.

We are also working to open up wireless and wirelined markets to competition, both domestically and
internationally. NTIA helped secure the success of the World Trade Organization (WTQO) Agreement on
basi¢ telecommunications services in March 1997, Nearly 70 countries, representing approximately 95%
of the world's telecommunications revenues, agreed to Jiberalize their telecommunications markcts under
that Agreement. NTIA is now working (o ensure, among other things, that the signatories comply with
their countrics’ reguiatory principles in implementing the WTO Agreement.

NTIA's expertise in these areas will help resotve some of the ¢ritical guestions i our glohal economy,
The demands on our expertise and personnel are growing rapidly, however, a8 the telecommunicstions
and information sectors take on increasing importance, Virtually every day, we address new
technologies and new issues, The importance of these issues is reflected 1 the increasing number of
requests we have also recgived from the White House, the Department of Commerce, other Federal
agencies, and Congress. At the same time, our staffing levels have declined o recent vears, 1o 1594,
NTIA had 361 employees; today, we have 267, NTIA's budget request for FY 2000 should provide
necessary resources to help us respond to the increasing number of demands and challonges as we enter

the new digital economy of the 215! eentury,

OVERVIEW OF FY2000 BUDGET ESTIMATES

[.et me start by giving an overview of NTIA's proposed FY 2000 budget. NTEA's budget request for FY
2000 is §72,309,000, with a staffing level of 336 FTEs. This represents an increase of 323,604,000 over
NTIA's FY 1999 funding level and an increase of 48 FTEs. NTIA is secking $17,212,000 for Salanics &
Expenses {S&E). This includes increases for enhancing Federal radio spectrum management;, upgrading
our telecornmunications research facility; implementing World Trade Organization requirements; and
implementing the Presidential Critical Infrastructure Protection (CHP) program. NTIA is also requesting
$20,102,000 1o fund the Telecommunications and Information Infrastructiure Assistance Program
{THAP), and $35,055,000 to fund the Public Telecommunications Facitities Program (PTFP). The PTFP
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request is part of an Administration initiative with the Corporation of Public Broadcasting to assist
broadcasting stations during the transition to digital broadcasting. :
This funding will help NTIA maintain and augment its existing programs, which support the
development of the nation's information and telecommunications sectors. [ would now like to describe

highlights of these, and other of NTIA's programs, which are critical to the contmued devclopment of
our {elecommumcauons and information technology sectors.

HIGHLIGHTS OF NTIA'S PROGRAM OPERATIONS

DOMESTIC POLICY

NTIA's domestic policy activities support NTIA's responsibilities as principal adviser to the President on
telecommunications and information policies. The goal of these activities is to enhance the public
interest by generating, articulating, and advocating creative and influential policies and programs in the
telecommunications and information sectors.

While NTIA belicves that open markets, competition, and industry development serve the public
interest, NTIA also works to ensure the public interest in other ways. Foremost among these issues are
those related 10 access to basic and advanced telecommunications services, the ability for people to
control indecent or violent information coming into their homes, the transition to digital television, and
encouraging minority participation in telecommunications. NTIA has also played a significant role in
promoting electronic commerce and developing Internet policy, discussed in a separate section below,
Throughout its existence, NTIA has developed and advocated policies to support the public inlerest in
many areas such as these, and will continue to do so.

NTIA frequently files comments with the Federal Communications Commission (FCC) to represent the
Admintstration's position on a broad range of matters. This year, for example, our filings included
comments on the broadcast ownership rules; "truth-in-billing" on local telephone bills; the definition of
“over the air stgnals” for purposes of the Satellite Home Viewers Act; guidelines to promote the
deployment of broadband services; and tariffs relating to digital subscriber loops (DSL).

As mentioned above, NTIA is also increasingly called upon for its telecommunications expertise. We
assist the White House and other Federal agencies in implementing the pro-competitive goals of the
Telecommunications Act of 1996, addressmg issues relating to new technologies, and promoting
affordable access to the nation's growing information infrastructure. NTIA also will be an integral part of
a congressionally mandated commission on Internet content as a result of the Children's Online
Protection Act.

3

Promoting Competition '

NTIA continues to work towards eliminating barriers to competition in the telecommunications industry
while protecting consumers. Throughout NTIA's twenty-year history, this agency has becn at the
forefront of pro-competitive telecommunications issues. Among other things, we contributed our
expertise to debates concerning first passage, then implementation, of the Telecommunications Act of
1996. This Act required the FCC to adopt regulations regarding such things as access charges, untversal
service to rural and other areas, interconnection, and broadband services. NTIA filed comments in each
of these areas.

Going forward, NTIA will continue to articulate policies on a host of issues surrounding new, better and
lower priced communications products and services. We are continuing to advocate policies that spur
innovation, encourage competition, and create jobs. NTIA will suggest, for example, ways to encourage
the availability of new services to rural and underserved communities and will identify impediments to
the growth and vitality of industry sectors.
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Addressing New Technologies

New technologies and new competitive providers are also spawning new quastions in domestic policy.
Foremost among these issues are those related to the growth of the Internet, the transition to digital
television, and the widespread availability of wireless communications devices. NTIA has met these
challenges in various ways. We often focus our limited resources on identifying and analyzing
“over-the-horizon" issues well before they become widely known even among telccommunications

) professmnals One such issue s that of "Internet telephony,” the use of the Internet or Internet Protocal,

Jof 19

tn place of traditional tong distance telepbony. NTIA sponsored a forum in 1997 to bring together
technica! and industry experts with policymakers. In comments to the FCC that same year, NTIA took
the view that this technology should be allowed to grow and therefore should not come under full
commen carrier reguliation,

The milersection of indusiry seciors i8 also raising additional sets of issues regarding technological
convergence. The telephone network, for example, is increasingly used to transmit data, and the
television provides viewers access to the World Wide Web, As a resuli, we are seeing varied and unique
combinstions of previously discrete technologies, Such convergence presents major chulienges to the
existing regulatory infrasiructure, and NTIA is cxamining new regulatory issues and challenges,

Competilion, Diversity and the Public Interest in Mass Media

NTIA has been active in mass media issues a5 well, Several years ago, we promoled inclusion of
provisions in the 1996 Telecommumications Act calling for a voluntary {elevision ratings system and the
requirement that all new television sets be equipped with a "V.Chip” NTIA belicves that the V-chip, in
particular, will help parents choose which television programming is suitable for their children. As the
first television scis containing the V-Chip become avalable this year, wo will lead efforts to monitor
implementation of the V-Chip requirement,

NTIA has also worked to advance policies to profect and extend the publie interest in many other
contexts as well. We believe that, as with othier telecommuncations services, robust competition in the
video services markets will serve the public interest by providing consumers with greater choices, lower
prices, and better services. Thus, for example, we wrote to the FCC last year regarding the matier of
delivery via satellite of television network signals to households unahle 1o receive local broadeast
signals, We urged the FCC (o adopt a defimtion and measurement of "over the air grade B signal
intensity® o promote consumer choice and competition, More reoently, NT1A helped develop the
Administration position on pending legislative proposals to modify the Satellite Home Viewer Act.

In developing mass media policies, competition often supports the additional goal of providing a
diversity of voices o be heard by the American people. NT1A has been monitoring trends towards
concentration in the ownership of radio and television stations, The Telecommunications Act of 1996
relaxed broadcast ownership rules and directed the FCC to review the public interest merii of remaining
rules every two years. In February of this year, NTIA wrote to FCC Chairman Kennard supporting
relaxation of some broadcast ownership rules while maintaining others.

NTIA's involvement with the mass media also extends 10 new broadcast services, such as the upcoming
transition to advanced television. Most notably, NTIA served as Secretaniat for the President’s Advisory
Committee on the Obligations of Digita! Television Broadcasters, which presented its report in
December 1998, In the role of seeretariat, NTIA did not direct or influence the recommendation of the
committee. NTIA was pleased to be a part of this consensus- -building process, which brought together
experts from the broadcasting industry, the public interest community, and acadenna to look at the future
of television. Now that the work of this commxitee is complete, NTIA plans to continue policy
development in this field.

Minority Ownership

Another of NTIA's goals is to enhance minority participation in telecommunications, NTLA's Minority ‘
Telecommaunications Development Program (MTDP) is undertaking specific efforts in this regard,
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including: (1) dirccting ComTrain, a training program to assist new minority commercial broadcast
owners; (2) disseminaling information and conducting seminars on ownership opportunities in
telecommunications (3) developing and commenting on legislative and reguiatory proposals that
promote minority ownership in telecommuntications; (4) working with industry, and other government
agencies on initiatives to increase public/private sector assistance to minorities interested in ownership
of telecommunications businesses and scrvices; (5) promoting TELECAP, a study of capital
development strategies for minority investment in telecommunications; and (6) tracking minority
ownership in broadcasting. NTIA will also continue to analyze policies that affect minority participation
in telecommunications.

Universal Access ;

Ensuring universal access to communications and information networks also remains a high priority for
NTIA. We have been leading efforts to redefine universal service to telecommunications services (0
ensure that rural Americans have access to the same new services being offered in urban and suburban
America. Over the past 40 years, rural Americans have gonc from about 60 percent having basic phone
service 10 94 percent today. This is due in large part to our commitment as a nation to universal service
polictes.

NTIA has undertaken numerous activitics to promote universal service. In the 1995 and 1998 Falling
Through the Net reports, NTIA documented the relatively low penetration of telephone connections and
computer and modem ownership in rural and inner city communities. In a 1996 filing with the FCC, we
recommended that the Commission set a national subscribership goal for the year 2000 to ensure that the
telephone penetration level for all segments of society will be at least equal to the national average
existing as of November 1996.

As the Telecommunications Act of 1996 continues to be implemented, NTIA will continue to be a
strong advocatc for rural and underserved Americans, undertaking research, filing comments with the
FCC, and participating in a variety of fora to ensure that these communities have access to these
services, and the opportunities they provide, at reasonable rates.

NTIA has vigorously argued for the connection of schools, libraries, and other "community access
centers" to the National Information Infrastructure. This step is integral to making access to advanced
telccommunications and information services more readily available. Technology will be central to the
mission of our nation's schools in our country. Numerous studics demonstrate the advantages afforded to
students who have access to this technology. As the Prestdent has clearly stated, in order to succeed in

the 218! century, our children must attain technological knowledge and tools. NTIA continues working to
ensure that these tools are broadly available to the public.

ELECTRONIC COMMERCE

In addition to the domestic policy issues listed above, NTIA is playing a pivotal role in the
Administration's cross-cutting efforts to develop electronic commerce and Internet policy. NTIA has
been at the forefront of these issues, both domestically and internationally. We were a key participant in
the development of the Administration's electronic commerce pelicy, reflected in A Framework For
Global Electronic Commerce, issued in July 1997. Since then, NTIA has been a key participant in the
White House's Electronic Commerce Working Group on such issues of broadband deployment, online
content, domain name management, and consumer protcction. Finally, NTIA has also played a leading
role internationally by representing the United States government at bilateral discussions and at
intermational fora, We have advocated the tremendous benefit of the Intemet and electronic commerce to
other nations' economies, as well as the merits of a non-regulatory, market-driven approach to the
development of electronic commerce.

Domain Name Management

Since July 1997, NTIA has also been the lead agency responsible for implementing the President's
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directive to privatize the management of Internet domain name system (DNS) functions and increase
competition in the registration of Internet domain names. The Statement of Policy on the Management of
Internet Names and Addresses, which resulted from extensive public consultations, invited the private
sector to create a new, not-for-profit corporation to undertake management of DNS functions and was
universally well received. The private sector responded by creating the Internet Corporation for
Assigned Names and Numbers (ICANN) to assume tlns management responsibility.

Currently, NTIA is working with ICANN under a Memorandum of Understanding to develop the
procedures and steps nccessary to complete a smooth and stable transition from the government to the
private sector by September 2000. NTIA is also working with [CANN and Network Solutions to
introduce competition in domain name regisiration services. On April 21, 1999, ICANN announced the
names of 34 companies that have been accredited to begin registering names in the .com, .net and .org
domains within the next 60 days, We believe that this competition will result in lower prices, greater
choice, and betier registration services for all users of the World Wide Web and we look forward to our
continued work on these issues.

We have had numerous discussions with the staff of House Commerce Committee Chainman Bliley on
the progress being made on this issue, and will continue to keep them informed of developments in this
area. ' .

Privacy

NTIA has also been at the forefront in addressing privacy on the Internet. We played a leading role in
encouraging private industry and privacy advocacy groups to develop and adopt effective codes of
conduct and technological tools to protect privacy on the Internet. Following extensive consulitation with
the private sector in January 1998, NTIA and the Department of Commerce issued The Elements of
Effective Self Regulation for Protection of Privacy, which expresses our view that effective self
regulation involves substantive rules, the means to ensure that consumers know the rules, that companies
comply with them, and that consumers have appropriate recourse when injuries result from
noncompliance.

In June 1998, the Department of Commerce held a public meeting on privacy, coordinated by NTIA.
Although industry was somewhat slow to take up the self-regulation challenge, there are signs that
business leaders are beginning to understand the need to take decisive action on privacy. For example,
the Online Privacy Alliance (OPA), a consortium of information technology companies and industry
associations, representing over 80 global corporations and associations, requires ils members to adopt
and post privacy policics consistent with OPA guidelines and participate in a self-regulatory
enforcement mechanism provided through third parttes such as BBBOnLine and TRUSTe. We will
continue to closely monitor their progress.

NTIA has been involved in examining other issues of domestic privacy. For example, NTIA has met
with leaders in the area of online profiling by Internet advertisers and is planning a meeting in July 1999,
in collaboration with the Federal Trade Commission (FTC), to examine the tssue in a public forum.

Controlling Indecent and Violent Content

NTIA will continue to examine policies that ecmpower parents and other individuals to control the nature
of information that comes into their homes, particularly that which is indecent or violent, NTIA supports
the free flow of information over the Internet or through television and radio. It therefore has directed its
policy positions towards developing tools to allow individuals to determine the types of material they
receive.

NTIA has helped promote online content initiatives, such as “green spaces” to help parents and others
find Web sites suitable for their children. We were designated as the Secretanat for the
Congressionally-appointed Child Online Protection Act {(COPA) Commission. We look forward to
working with the Commission in producing a report on child online safety issues.
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All of these efforts ke on new importance, {ollowing the senseless killings at Columbineg High Schaol
in Littleton, Colorado, NTIA will continue to work on national policies to help citizens control the type
of information their children receive, while not impinging on fundamental free speech rights,

Consumer Protection

Another critical issue is online consumer protection. We know that consumers will be reluctant to shop
on the Internet unless they feel confident that they will gef what they pay for online and that redress will
be available if they do not. Therefore, NTIA has facilitated private sector outreach in developing US
policy in this area.

NTIA s worlong both domestically and within a number of international fora 1o foster the development
of effective consumer protections for consumers participating in electronic commerce. In cooperation
with the FTC and other government agencics, we have also helped to shape the policy debate in the
Organization for Economic Cooperation and Development (OECD) regarding the development of
gutdelines for online consumer protection. The issue of online consumer protection Interseets with many
other c-commerce issues in which NTIA is active, such as jurisdiction, privacy, security, and
authentication. NTIA provides an important broad perspective on these issues when formulating policy
approaches for electronic commerce consumger protection.

International Advocacy

Finally, as the representative of the United Siates government, NTIA has been working o build
international consensus for a non-regulatory, market driven approach to the development of electronic
commerce. We know that the Internet allows 118 users o exchange ideas and to experience the freedom
of public speech of political expression, unlike any other mediwm before it In many parts of the world,
including Asia and Eastern Europe, the Internet is used by citizens {o promote and spread the valugs of
democratic government. Our efforts to promote greater use of the Infernet and other new technologies
should also factlitate the promeotion of democratic values,

NTIA is actively engaged in discussions, both bilaterally and in international forg, 1o ensure that the
"rules of the road” for the Information Superhighway are pro-competitive, empowser e users, snd avoid
establishing artificial impediments to the conduct of giobal electronic commeres over the Internet. NTIA
led the U.S. negotiations on Internet and electronic commerce issues ot the International
Telecommunication Union's (ITU) Plemipoientiary Conference in November 1998, NTIA has also beon o
leader formulating best practices for Internet infrastructure deployment 1 developing countnies,

INTERNATIONAL POLICY

In addition to Intemet and e-commerce issues, NTIA plays a key role on a range of pther imporiant
international matters. As the representative of the LS. government, we are working {o altain an
international consensus on open, competitive telecommunications policy; develop international satellite
communications policy; and open foreign markets to U.S, industries. NTIA's efforts in these ateas are

_spurring the development of the telecommunications and information sectors on both 2 national aod

global level.

International Telecommunicationg Policy

NTIA continues to play a lead role in promoting and building international consensus for open,
competitive telecommunications networks, which creates opportunities for L5, businesses sbroad and
offers market-based solutions to close the digital global divide.

_ Weare a strong advocate for liberalization and privatization both in developed and developing couniry
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fora. For example, NTIA promotes implementation of the World Trade Organization's (WTO) Basic
Agreement on Telecommunications, which calls for the liberalization of signing nations'
telecommunications markets. We have also helped develop and implement training workshops for
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forcign telecommunications regulatory auihorities, which focused on implementing the WTQ Basic
Telecommunications Agreement and covered a range of issues, including interconnection, spectrum
management and universal service. NTIA has also served as a U.S. Vice-Chair at both the ITU World
Telecommunications Development Conference in Malta and at the Plenipotentiary Conference held in
Minneapolis last November. In our view, the ITU conference would not have been such a success
without the Federal support provided by the Congress.

Additionally, we have sponsored several international telecommunications summits in cooperation with
the Telecommunications Industry Association (TIA) and the International Trade Administration (ITA).
These summits bring together government officials and telecommunications industry representatives to
discuss major policy matters affecting specific regions. They provide a unique opportunity for foreign
government officials and business representatives to meet privately with senior U.S. telecommunications
industry representatives.

Currently, NTIA ts planning the fifth Latin American Telecommunications Summit (LATS). Industry
participants report that previous LATS have facilitated millions of dollars in sales and invaluable
contacts with Latin American government and industry representatives. In March 1999, NTIA, TIA and
ITA also collaborated on the second China-U.S. Telecommunications Summit (CATS) in Guangzhou,
China, where 32 U.S. companies met with Chinese telecommunications officials, and Chinese
telecommunications and IT companies. One company reported that the summit provided "immediate
opportunities that may not have developed without the summit” and that they "were approached with
proposals for joint ventures and set plans for further high level negotiations for deals that could run into
hundreds of millions of dollars."

In addition to our activities in international fora, we have also pursued other steps to open markets to
U.S. companies. Recently, NTIA helped assess the anti-competitive impact of Deutsche Telekom's
interconnection policy. Working with U.S. companies secking to enter the newly-liberalized German
telecommunications market and with other agencies, NTTA found that certain changes made market
entry by new secrvice providers more difficult. NTIA has supported efforts to bring about appropriate
corrective action.

NTIA is also supporting the U.S. wireless industry in proposing multiple standards for third generation
(3G) wireless sysiems. NTIA is advocating the industry's position through the ITU and is further
advocating that other governments similarly support the outcome of the ITU deliberations. NTIA and
other agencies have successfully obtained assurances from the European Union Commission that the
European Union member states will respect the recommendations developed by the ITU for 3G systems
and offer licenses on a technology-neutral and non-discriminatory basis.

Finally, NTIA has been an active and longstanding advocate for reform of intemational accounting rates
(i.e., those charges paid by U.S. carriers, such as AT&T, Sprint and MCI WorldCom 10 foreign carricrs
to terminate traffic at the foreign destination). NTIA seeks to lower accounting rates by bringing them in
line with cost. We have helped shape U.S. advocacy and outreach efforts at the ITU, where member
countries are secking to reach an agreement on accounting rate reform. In 1999, NTIA has been
congentrating its efforts on transitional arrangements for lesser and the least developed countries, which
may need morc time to adjust their rates to international competitive market pressures,

International Satellite Policy

NTIA also continues to play a pivotal role in the development and implementation of the U.S. policy
objective of increasing competitton in the international satellite communications sector.

On April 15, 1999 Inmarsat was privatized, completing a process begun over 5 years ago. We expect
that INTELSAT itself will be fully privatized in the next several years. Throughout, NTIA has
advocated policy changes to increase global competition in the international satellite communications
sector. Iridium recently stated that it is able to offer service in 150 countrics and expects this number to
incrcase to 230 by year end. Moreover, ICO Global has, as NTIA consistently insisted, issued an imitial
public (stock) offering diluting control by former Inmarsat signatories and two U.S. firms (TRW and
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Hughes) have become strategie mvestors inn ICO. The Umied States government, with NTIA's
leadership, has pursued a procompetitive cutcome in the {asce of opposition from other nations, and we
are confident of achieving a similar result with INTELSAT's privatization,

As a result ol the Isernational Anti-Bribery and Fair Comperition Act of 1998, NTIA will be
conducting a study of any advantages aceruing to the intergovernmental satellite organizations
{(INTELSAT and {nmarsat; the {803} as a resulf of thelr unique status. NTIA's report will examing any
advantages affecting market socess which result from government ownership, govemment coniracts to
the signatories, favorable tax or regulatory treatment for the signatories or from use of the 1SOs’
privileges and immaunities, The study will be included in the Secretary's report 10 Congress.

SPECTRUM MANAGEMENT

Another of NTIA's chief roles is to manage the radio frequency spectrum that is used by Federal
agencies in satisfying their legislatively assigned nmissions, In this role, NTIA processes the Federal
agencies’ requests for frequency assignments; provides Execniive Branch leadership in coordinating both
curreni and futurs spectrum requirements among the Federal agencies and with the FCC; develops and
promaotes positions at Treaty Conferences and other technical and management fora of the International
Telecommunication Union regarding United States spectrum management interests; and supports
specialized administration iniiatives that are designed to achieve specific improvements in areas such as
alr traffic safety, federal spectrum management procedures, protection of critical infrastructures, and
public safety.

The fundamental goal of spectrum management at NTIA, as it is worldwide, is to avert poteniial
interference between uscrs and to ensure that speetrum is available for fulure necds. NTIA's spectrum
coordination is therefore critical 1o the suecess of air traflic control, national defense, national resource
management, and other vital government functions.

Nevertheless, further coordination efforts are cssential, particularly for public safety purposes. The
horrific incident in Littleton, Colorado lagt month demonstrates the need for further coardination among
communications systems. We understand that a number of the local, state, and federal agencies lacked
interoperable communications sysfems, making the coordination of a response more difficull. NTIA will
he looking more closely in the coming year at new ways (¢ manage spectrum to help coordinate public
safety efforts. . ‘

Satisiving Specirum Needs

NTIA continues to coordinate the spectrum needs of the Foederal Government by processing frequency
assignment requests by some 33 Federal agencies. NTIA processes 300 to 400 such requests daily
through an automated screening process (o correet ervors in the data and ensure conformity of rules and
regulations and through a coordination progess with Federal spectrume-using agencies via the
Interdepartment Radio Advisory Commitiee (IRAC) to ensure interference free aperation. In addifion,
NTIA also certifies spectrum availability of approximately 60 to 70 new major rudiocommunications
annuaily,

NTIA also provides leadership for and manages the activities of the IRAC, a body of representatives
from twenty major Federal agencies. The IRAC has provided valuable advice to the Executive Branch
an numerous spectrom policies and issues for the past 78 years. NTIA has maintained a constant
relationship with the FCC both through 1he IRAC and directly to ensure compatible operations. This is
especially important today since the vast majority of the gpectrum s no longer divided into exclusive
private-sector and Federal-sector bands, but 1s shared by all users in the United States.

Spectrum Efficiency

The Federal Government constantly seeks to modernize its radiocommunicati‘ons, inc:rc-:z:sc: the amount of
information transinitted per unit bandwidth, and expand the use of more ¢fficient digital technology and
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the use of private sector radiocommunications. In order to improve Federal spectrum use, NTIA uses the
following management tools. First, NTIA requires that every Federal Government user requesting a
frequency assignment determine whether its need can be met by a private or commercially available
scrvice provider. This policy has helped encourage consideration of commercial services by many
Federal Government agencies, including the Department of Defense.

Second, we promote the use of new spectrum efficient technologies. The Federal Government is a Icader
in developing new spectrum-efficient techniques such as narrowbanding, digital modulation, and
spectrum sharing as well as in the use of the highest quality spectrum-efficient equipment. These
techniques will lead to nearty double the number of frequencies available for land mobile
communications. NTIA has required that all Federal users move to more efficient 12.5 KHz equipment
for mobile communications by 2005 or 2008, depending on the frequency bands in which they opcrate.

Third, NTIA collects fees from Federal agencies for its spectrum management services, pursuant to
Congressional mandate. Congress initially directed NTIA to begin a process to collect fees from federal
agencies in the FY 1996 Appropriations bill for NTIA. At the same time, Congress reduced the amount
of direct appropriations to NTIA by the amount of the fees. Because of serious difficulties in collecting
fees in FY 1996, Congress subsequently passed a law directing Federal agencics to cease using the
spectrum 1f such fees were not paid. Based on this legislation, NTIA and the Federal agencies entercd
into agreements in which the agencies agreed to pay their prorated share. These fees cover 80% of the
Spectrum Management's funding requirement. Although we continue to experience some delay in
payments because of the different methods of payment within the Federal agencies, NTIA has received
the requested funds from the agencies. We are pleased with the progress that has been made with this
program.

Increasing Private Sector Access 1o Spectrum

NTIA continues 1o work with the FCC, the private sector, and Federal agencics to promote sharing of
spectrum, where feasible, with private sector users. Since 1978, NTIA has coordinated the reallocation
of more than 5,000 MHz of spectrum to exclusive private use or greater shared use with privatc sector
entities. This is a significant amount of spectrum -- today’s entire wireless telephone system, including
cellular and personal communications systems, is allocated only 170 MHz.

Spectrum reallocation and reimbursement

Over the past scveral years, NTIA has begun to reallocate 235 MHz of spectrum from Federal
Government use to the private sector. The process for identifying spectrum for reallocation was based on
a two year study which took into account two major factors: (1) the impact on the Federal agencics, in
terms of mission, costs, and potential reduction of services to the public, and (2} the benelits expected to
be realized by the public. Based on the extensive planning and coordination with the FCC, government
agencies, and the public to produce this report, NTIA identified an additional 35 MHz of Federal
spectrum to transfer to private use. NTIA has already rcallocated 195 MHz of the previously identified
spectrum. The remaining spectrum is scheduled for auction by the FCC by 2002, in accordance with the
Balanced Budget Act of 1997,

NTIA has also recently transferred spectrum to the private sector to support satcllite systems. During the
International Telecommunication Union World Radiocommunication Conference (ITU/WRC) in
October 1995, NTIA coordinated the release of 3 MHz of Federal Government spectrum for exclusive
use in mobile satellite systems (low earth orbiting satellites, or LEOs). NTIA has aiso arranged for
shared usc of 360 MHz of Federal Government spectrum for mobile satcllite links for big LEOs.

Most recently, NTIA identified 20 MHz of spectrum for reallocation by the FCC to private sector uscs
and assignment by competitive bidding in accordance with the Balanced Budget Act of 1997, Procecds
of these auctions were originally to be contributed towards balancing the Fedcral budget by fiscal year
2002. Federal agencies' relocation costs associated with this reallocation are in excess of § 1 billion.
Under the recently enacted defense authorization statute, these affected Federal agencies will be
reimbursed for their relocation costs by the winners of the spectrum auctions of the 20 MHz and the
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previously identified 1710-1755 MHz band. NTIA will work closely with the Office of Management and
Budget, the FCC, and affected Federal agencies to see that this process 1s successful. We appreciate the
Commerce Committee's support in sccuring this legislative authority.

Planning for Future Spectrum Needs

Reinventing the spectrum authorization process

NTIA began a program in 1993 to develop an automated Federal spectrum management system to
provide a standardized, automated method for Federal agencies to submit applications for spectrum .
support, select spectrum that is interference free, and validate that the spectrum requested is within the
rules and regulations governing spectrum authorization. This system will allow NTIA to make the
spectrum management process more efficient and responsive, more accessible, and less bureavcratic,
NTIA introduced the Joint Spectrum Management System for windows (JSMSw) in March 1997, Based
on feedback the Federal agency users, JSMSw has been revised to make 1t efficient and effective.
Improvements will continue on JSMSw to make it even more effective and to make actual use of
spectrum more efficient. ISMSw provides spectrum management tools Lo spectrum managers in the field
so that they can manage their own use of the spectrum, use the spectrum more efficiently, and more
rapidly obtain spectrum to meet their needs. Seventeen seminars have been conducted by NTIA for
FFederal agency spectrum managers in the use and application of JISMS.

Public Safety Necds

One of the most pressing Federal spectrum needs is that of public safety. Under Congressional
leadership, NTIA and the FCC established the Public Safety Wireless Advisory Committee (PSWAC) in
1995. The Committee was composed of appointees from Federal, State, and local governments and
private sector public safety organizations. The goals were to evaluate the wircless communications needs
of public safcty agencies through the year 2010 and recommend possible solutions to the lack of
available spectrum and interoperability problems. In September 1996, PSWAC submitted a report
outlining the public safety community's need for additional spectrum, improved interoperability, more
flexible licensing policies, and increased sharing of spectrum resources. Many of the PSWAC
recommendations have now been adopted.

The FCC is currently conducting a rulemaking to provide the state and local public safety community
with 24 MHz of spectrum that will be made available when broadceast TV migrates to other portions of
spectrum as part of the deployment of digital television. NTTA is working with the FCC to devclop
procedures for licensing of this spectrum and to provide a means to establish interoperability between
state, local and the Federal government. To this end, NTIA will be participating in the FCC's recently
established Public Safety National Coordination Commitice. The advisory committee will develop an
operational plan to achieve national interoperability, as well as technical standards to achieve full
interoperability and network integration. The work of the committee is to be completed by September
2000.

As provided for in the FY 1999 budget, NTIA is increasing its public safcty staff to identify the
long-range spectrum requirements for the next 10 years and develop a strategy to provide sufficient

" spectrum for growth of current services, advanced technologies, and interoperability requirements.
Through these efforts, we will continue to ensure that spectrum is available for Federal Government and
the public safety community to meet the needs of law enforcement, national security, safe airways,
disaster and environmental control, and the promotion of safe living conditions.

Global Positioning System (GPS) Expansion.

NTIA is also addressing issues that will protect the radio spectrum currently used by the global
positioning system (GPS) and facilitate the expansion of GPS services. GPS is a worldwide utility tha
provides precise position, velocity, and time information anywhere in the world. GPS information is
used by the public and private sectors in such areas as aviation, maritime and waterways, public
transportation, railroads, telecommunications, surveying, defense, weather, environmental protcction,
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and law enforcement.

In order for GPS to be used reliably and confidently as a worldwide utility, the radio spectrum within
which it operates must be protected. NTIA is responsible for leading the efforts in preparation for the
World Radio Conference 2000 to protect the radio spectrum used by GPS.

NTIA is also dedicated to making spectrum available for the expansion of GPS. The President’s FY 2000
budget would provide for two new signals for civilian uses of GPS. One of the signals will be available
for general applications. The other signal will be located in a portion of the spectrum allocated to
aeronautical radionavigation services for aeronautical salety applications.

NTIA will be addressing the associated international spectrum issues at forthcoming technical fora and
the World Radiocommunications Conference 2000. NTIA will also continue its efforts to work with the
Department of Transportation, the Department of Defense, the Department of State, the FCC, and the
private sector to ensure that spectrum is available in the future for this purpose.

Infrastructure Protection

Finally, NTIA has taken a leading role in protecting the national information infrastructure. As
information and telecommunications systems become increasingly critical to our daily communications
and our national economy, protection of this infrastructure is also becoming a prionty for the nation. In
May 1998, the President issued a Decision Directive (PDD-63) to create a public/private parinership to
address the nation’s need to protect our critical infrastructures from purposeful attacks. PDD-63
designated the Department of Commerce as the tead agency to conduct a vulnerability assessment to
protect the nation's information and communication ‘infrastructure. The Secretary of Commerce assigned
NTIA the responsibility to carry out this program.

NTIA is planning to undertake numerous activities as lead agency. Among other things, we will be
working with industry to raise awareness of the threat to, and vulnerabilities of, their infrastructure.
NTIA will also work with industry to develop plans to mitigate the risks, deal with attacks, and
reconstruct damaged infrastructure. Additionally, we will encourage the adoption of sccurity standards
and best practices, not only within the United States, but also among our major industrialized partners.
Qur goal is to harmonize our efforts with other countries and take best advantage of their developments
in technology and policy because this infrastructure is inherently global.

Throughout this process, we will be working closely with industry, as most of the information and
communications infrastructure 1s owned and operated by the private sector. We are working with three
key trade associations -- the Information Technology Association of America (ITAA); the United States
Telephone Association (USTA) and the Telecommunications Industries Association (TIA). In addition,
NTIA has established closc working relations with other government agencies, which will contribute to
the effort. These include the National Communications System (NCS), the President's National Security
Telecommunications Advisory Committece (NSTACQC), the Federal Communications Commission's
Network Reliability and Interoperability Council (NRIC) and the FBI's National Infrastructure
Protection Center (NIPC). These close working relationships should ensure the cooperation of industry
and government in our cfforts to protect the nation's infrastructure,

TELECOMMUNICATIONS RESEARCH

NTIA is greatly assisted on spectrum management and other telecommunications issues by its laboratory
in Boulder, Colorado. The laboratory, operated by NTIA's Institute for Telecommunication Sciences
(1TS), performs state-of-the-art telecommunications research to support NTIA and Department of
Commerce goals. It also conducts specific research under reimbursable agreements with other Federal
agencies and under cooperative rescarch agreements with private sector partners.

ITS is an active contributor to many agency endeavors, including those dealing with spectrum efficiency
and sharing issues, digital television, broadband wireless technology and convergence 1ssucs, advanced
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video and voice performance testing and standards development, Internet technology issues, and critical
information and communication infrastructure research and development, Most recently, ITS provided
essential information with respect o signal contours for purposes of the Satellite Home Viewers Act and,
related proceedings.

The Value of Fedaral Research .

TS research lahoratory plays a critical role in telecommunications research because it is is unbiased
and cuts aoross government and industry needs. In many instances, ITS's input 15 essential 1o resolving
pressing technical guestions that can't be resolved by industry. For example, ITS's research laboratory
recently assisted the FCT in the development of the national digital television chanmel assignment plan
to facilitate the introduction of Digital Television (DTV}) across the United Siates. Without this work,
digital television channel assignments could not have been made in a rimely and effecitve way,
potentially costing television broadcasters millions of dollars due ta increased imterference. Pravate
sector experts probably could not have done this work in an unbiased fashion, since their livelihood

. depends on the continued affiliation with their broadcast customers.

[n another recent example, ITS participated in internstional frequency band allocation procecdings for
direct satellite andio broadeasts. ITS was tasked o determine the viability of the proposed bands in the
United States. [TS's measurements, which showed that the satellite signalg could not be received,
prevented the investment of billions of doliars in potentially unusable satellites, The private sector
probably could not have provided such measurements, because they would be considered biased and
would not have had the same influence as Government measurements. Addittonally, industry did not
have the means 1o make these measurements in a short time frame,

Over the years, there have been numerous extemnal and infernal reviews of NTIA's laboratory. All these
reviews concluded that there is a compelling need for a contralized Federal telecommunications
laboratory that serves the public interest by andertaking uniquely governmenial rescarch functions in a
cost-effective fashion, The [T Iaboratory is sssential because it is guided by the public interest, not
profit motives. A centralized laboratory is also crucial to preventing the duplication of
{elecommunications research efforts among Federa) agencies.

Review of Telecommunications and Information Technoloey (IT) Svstems

TS also provides expert advice to government agencies with regard to telecommunication and IT
planning and implementation. The laboratory helps these agencies provide cost-effective and
interoperable systems to accomiplish their missions. For example, ITS provided the U.S. Forest Service a
sational sirategic plan for upgrading telecommunications and 1T systems across alt National Forests;
assisted the Department of Transportation in developing a national Intelligent Transportation Systen to
aid traffic control and general public transportation safety; analyzed Federal Railway Administration
telecommunication requirements for rail safety and positive tram control systems; evaluated and
designed Federal Aviation Administration augmentations to Cilobal Positioning Sysiem copabilitics for
air traffic contral and ship navigation; and conducied engmeering studies and developed standards for
the National Communications System to assure interoperability and continuity of operations during
national emergencies,

(TS is also playing a central role in the Department of Justice's Interoperalnlity Standards Task Force (2
consolidated effort of several Justice information integration programs}, which is aimed at establishing
telecommurications interoperability and effective information sharing among agencies in the loeal,
State, and Federal criminal justice and pubtic safety communities. ITS has the responsibility for
identifying and analyzing the user needs at all levels and for proposing a comprehensive sct of
interoperability standards that will allow a nationwide criminal justice and public safety enierprise
neiwork,

gelry Lse

Fimally, NTIA's laboratory provides significant information on spectrum use. I'TS maintaing the Nation's
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database of radio propagation characteristics for the entire radio spectrum to help improve radio
communications in the U.S. and internationally. The database provides the foundation for models used
by NTIA to prepare domestic and international radio standards and spectrum sharing agreements, by
NT!A and the FCC in national spectrum management, and by the broad community of private sector and
government users for planning, designing, and implementing radio telecommunication systems. This
information also facilitates work on advances in telecommunications technology -- such as personal
comniunications services and high definition television--to benefit all citizens.

ITS also provides comprehensive measurements of spectrum use and occupancy. These measurements
provide critical information for spectrum policy and regulation which otherwise would be based solely
on information contained in licensing documents and other records. This measurement capability s also
used to solve difficult radio interference problems. Suspected radio interference between Government
agencies, or the Government and private sector, can become contentious. ITS, because of its neutrality
and expertise, is able to establish the trust of the parties and develop the evidence regarding any
suspected interference. ITS has been able to quickly resolve many interference problems that other
Government agencies and private sector organizations were not able 10 resolve. '

ITS is proposing in FY 2000 a Broadband Initiative to develop the fourth generation of its Radio
Spectrum Measurement System. This work is required to keep pace with the changes in spectrum use
brought about by the deployment of new technologies such as spread spectrum wircless
communications. Without the initiative, [TS will not be able to maintain its capahility to make
comprehensive spectrum use and occupancy measurements and to quickly resolve suspected interference
by Government systcms to private sector operations.

An FY 2000 initiativc has been proposed for ITS to lead efforts in Critical Infrastructure Protection
(CIP) rescarch related to telecommunications and information technology. With its tremendous expertise
and experience, ITS is a natural candidate to lead these efforts. ITS will develop a process for
characterizing the assets of existing infrastructures, work with other Federal agencies and industry to
identify threats and vulnerabilities to specific parts of the infrastructure, and define and evaluate
mitigation strategies based on existing and emerging products and technologies.

GRANT PROGRAMS

Another significant area of NTIA's activities is its two grant programs, which help expand access to new
technologies. Having documented the "digital divide,” NTIA is also secking to bridge the divide
between those with access to new technologies, and those without. The Telecommunications and
Information Infrastructure Assistance Program (TIIAP) provides matching grants to non-profits and
public entities that are using new technologies in innovative ways to reach those in rural, low-income,
and traditionally underserved areas. NTIA's Public Telecommunications Facilities Program (PTFP)
supports the maintenance and improvement of public broadcasting facilities throughout the United
States and its territorics. Both programs are ensuring that Americans have greater access to the benefits
provided in our digital age.

Telecommunications and Information Infrastructure Assistance Program

Since 1994, THAP has helped underserved communities use information infrastructure to improve the
quality of, and the public's access to, lifelong learning, health care, public safety, and other community
based services, THHAP provides critical seed money, without which many innovative and vital
applications would not take root and grow in these communities. We have awarded 378 grants to
schools, libraries, hospitals, State and local governments and other non-profit entities in all 50 states, the
District of Columbia and the U.S. Virgin Islands.

This competilive program has been able to award only one out of every 14 applications. Over the first
five years of the program, NTIA received almost 5400 applications. Approximately 3118 million in
federal grants have been matched by more than $180 million in non-federal funds. In 1998 alone, TIIAP
leveraged $18.5 million in federal funds matched by $24 million in private, State and local funding and
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awarded 46 grants from over 750 applicants to projects in 35 states and the District of Columbia. For
1999, TIIAP has received 702 applications seeking over $278 million in grant funds. These applications
represent more than sixteen times what NTIA can fund, making TIIAP one of the most competitive
federal grant programs.

TIIAP has an excellent track record of supporting highly successful information infrastructure projects in
underserved communities. The program leverages a modest federal investment into significant
community investments and provides national models for public and nonprofit organizations to follow.

For example, through a TIIAP grant to the City of Winston-Salem, fire department vehicles responding
to emergenctes in Winston-Salem and surrounding communities have access to graphic information
about the emergency sites as they respond. Detailed images of all city buildings have been created and
made accessible in the fire department vehicles by using technologies such as document imaging,
geographic information systems (GIS), mobile computers, and global positioning technology. By giving
fire fighters better decision-making options during emergency responses, the system enables them to
fight and contain fires more effectively, to save lives and property, and, in some cascs, prevent fires from
spreading to other locations. This project has received international acclaim -- it was recently selected as
a finalist in the prestigious Global Bangemann Challenge, which honors "the best information
technology projccts that cities can show."

A TIIAP grant has also provided Internet connectivity for chronically-ill children at the University of
Mississippi Mcdical Center. This connectivity enables these patients to continue their education and
maintain contact with peers, teachers, and parents. Through the TIIAP grant, both hospitalized and
homebound patients can use laptop computers and desktop video conferencing to gain access to their
teachers, their classroom assignments, and their friends and families. lts impact on their emotional
well-being, as well as their continued classroom involvement, 1s invaluable.

The benefits of the TITAP grant program were confirmed recently by an independent evaluation by
Westat of projects funded in the program's first two years. Among other things, the evailuation found that
90 percent of the projects are still in operation, and that the majority of projects reported meeting or
exceeding nearly all of their objectives. Most important, the projects are sustaining themselves beyond
the federal grant period and are generating new funds. Each grant dollar has gencrated another four
non-federal dollars to support information infrastructure. In addition to matching funds, the granis led to
investments that expanded their services beyond the onginal scope and further investments to support
spin-off activities.

The projects’ role as national models further leverages the TIIAP investment. Extensive outreach by the
projects in response to the tremendous interest is spreading the benefits of the TIIAP grants to other
communities. The 206 organizations surveyed in the independent study reported responding to 79,000
unsolicited requests for information and hosted visitors representing over 5,000 organizations.

The evaluation also found that THHAP projects help communities in need and serve a diverse public.
Sixly-five percent of the projects involved rural areas, while 48 percent served the inner cities. Fifly-nine
percent reached those living in extreme poverty and 42 percent involved uscrs with disabilities.

TIIAP grants provide the catalyst for the vast majority of these programs. Sceventy-{ive percent of grant
recipients reported to Westat that their projects never would have happened without the TITAP funds. Of
the remaining 25 percent, 90 percent indicated that, without TIIAP support, the projects would have
either reached significantly fewer people, or have been substantially delayed, or dramatically reduced
their range of services.

For a modest federal investment, TIIAP is providing a tremendous body of knowledge on which policy
makers, community leaders, and technologists in the private, public, and nonprofit sectors can rely as
they work to ensure that advanced telecommunications and information technologies reach the farthest
comers of our nation. The excellence of the THAP-funded projects is reflected in the nationwide and
international acclaim they receive. For example, four TIIAP grant recipients were recently named on a
short list of finalists in the Global Bangemann Challenge, which honors the best information technology
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projects that cities can show. TIIAP projects have also received awards from the NII/GII awards
competition, the National Rural Health Association, the National Association of Development
Organizations, the Medica] Library Association, and the National Association of Counties, among many
others.

Most importantly, TIIAP is strengthening our'communities by revolutionizing how we learn, how we
take care of our sick, how we control crime, and how we create opportunitics for people most in need.

Public Telecommunications Facilities Program {PTFP)

NTIA's PTFP has helped public broadcasters maintain and expand their equipment and facilitics for the
last 35 years. The grants achieve three Congresstonally mandated objectives: (1) extend delivery of
public telecommunications services to as many Amernican as possible by the most effective and efficient
means; (2) increase public telecommunications services and facilities available to, operated by and
owned by minorities and women,; and (3) strengthen the capability of existing public broadcasting
stations.

Facilities funded by PTFP have given millions of Americans access to the ecducational and cultural
programming of public broadcasting. With the program's assistance, a public television signal now
reaches about 95% of our nation's population and public radio reaches approximately 90% of the
population. NTIA and its predecessor agencies have assisted noncommercial entities to acquire the
necessary hardware to produce and broadcast public television and radio programs, radio reading
services, and descriptive video services for the disabled. NTIA also supports the delivery of instructional
and educational services by a broad array of community institutions.

Since PTFP's inception, over $500 million in federal funds has been invested in the public broadcasting
infrastructure, L.ocal communities have provided upward of another $500 million dollars to match the
federal grants. In 1998, NTIA awarded $19.9 million for 115 projects in 41 states to facilitate the
expansion of public broadcasting services to communitics across the country and ensure the continuation
of service. After receiving clearance from the FCC, NTIA recently awarded three addition projects from
1998. A number of the awards will expand access to public radio to 450,000 persons who presently do
not receive any signal. Communities such as Santa Rosa, CA; Wilmington, DE; Kilauea Town, on the
island of Kauai, HI; Leonardtown, MD; Manteo, Buxton, and Waves, NC; Manahawkin, NJ; Lund and
Ely, NV, the Duck Valley Reservation of the Shoshone-Paiute Tribes in Owyhee, NV; Defiance, OH;
and Vernal/Uintah, UT, will receive either their first public radio service or greatly expanded scrvice.

The President's FY 2000 budget requests $450 million over 5 years to go towards the conversion of
digital television. In April 1997, the FCC issued regulations requiring broadcasters to transition from
analog to digital broadcasting. Public broadcasters must convert to digital broadcasting by May 1, 2003,
This deadline allows the analog spectrum to be turned over to commercial users by the 2006 date
established by Congress and mandated in the Federal Balanced Budget Act of 1997. The President's
budget requests advance appropriattons for a multi-year effort to allow advance planning and cerfainty in
the public broadcasting system's transition to digital broadcasting. In FY 2000, the Administration is

- secking $35 million from Congress to the PTFP. The $35 million request is part of the $450 million
inibative, now in its second year. The initiative seeks funds in both the Corporation for Public
Broadcasting and PTFP. Funding through PTFP will be targeted for digital transmission cquipment,
while funding for Corporation for Public Broadcasting will support necessary expenses related to digital
program production and development.

Public broadcasting stations are undertaking an enormous new financial burden as they transition to the
digital format. Over $700 miilion is needed for the nation's public television stations to meet the FCC's
minimum digital broadcast pass through requirements. The conversion will place an enormous strain on
the already precarious budgets of many of the public broadcasting stations. Federal assistance is critical
during this transition period. For almost half the public television licensees, the cost of conversion to
digital is projected to exceed their annual revenues. [f stations are forced 1o convert without assistance,
many stations will be forced to go off the air or reduce hours of operation, adversely affecting
programming quality and diversity.
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PTFP will take special measures to assure that the full potential of the new digital teehnology is used to
provide the most econontical means possible of providing public broadcasting services. Special
consideration will be given to stations broadcasting in under served markets, especially those in rural,
remote, or disadvantaged communities. In addition o digital conversion assistance, PTFP will continue
its traditional support to expand the availability of public broadcasting services o those areas without
such service. PTHFP also will assist public radio and television stations to continue providing their
existing analog service during the federally mandated transition period,

Sinee September, NTIA has awarded fifty-two awards to assist public television stations with the
purchase of digital-ready or digital-compatible equipment, Three of these projectso KCTS-TV, Ch. 9,
Seattle; KQED-TV, Ch. 9, San Francisco; and KCET-TV, Ch. 28, Los Angeles-will allow stations to
complete their full digital conversion. Another grant will permit KERA-TV, Ch. 13, Dallas, TX, 10 share
the cost of a digital TV antenna, thus allowing the station 1o vemain on its current tower and greatly
assist i iis digital conversion.

As a result of an emergency grant to the Mississippi Authority for Bducation Television, the stale
network restored analog public television service to the Jackson area and allowed the Jackson station 0
broadcast experimental digital programming. NTIA funded a new tower and transmission equipment in
response to the collapse of the commercial tower on which the public televiston station’s anteotia had
been located.

These examples demonstrate NTIA's efforts to preserve public broadcasting, bring service 1o remote and
rural communities, and encourage efficient technologies, NTIA will follow the same objectives as we
assist public television with digital conversion and ensure that all public welevision transmitiers are
converted by 2003,

AGENCY OPERATIONS

NTIA ts also cornmitted to improving agency operations and management. Beginning in 1990, Congress
passed scveral major pieces of legislation governing the way Federal departments and agencics operate,
specifically:

-- the Chief Financial Officers Act of 1990, as amended by the Government Management Reform Act of
1994;

-- the Government Performance and Results Act of 1993 and
-- the Clinger-Cohen Act of 1096,

NTIA has made significant progress in implementing these laws, The Chief Financial Officers Act
requires Federal departments and agencies to prepare annual financial statements and have those
statements audited 10 accordance with generally accepted auditing standards. The Departmaent of
Commerce is committed to improving financial information and financial management capabilities,
NTIA was one of the first Commerce agencies to receive an unqualified opinion on its financial
statements for 1993, and has continued to receive unqualified opinions on all subscquent staloments.
Since 1995, the audits conducted have been formal full scope audits. The ungualified opinions confirm
that NT1A's financial statements fairly present the financial position of the agency.

Under the guidance provided by the Govemment Performance and Resulls Act {GPRA), NTIA bas
established a strategic planning process and developed an agency strmegic plan. During the past year,
NTIA's senior managers have focused on redefining NTIA's goals and objectives and succeeded in
reducing the agency goals from seven to four. A continuing emphasis has been placed on messuring
performance, both internally and at the Department level. NTIA's internal planning process s designed
to complement and reinforge the Department of Commerce planmng offorts. NTIA managers have
embraced the planning process 45 a way (o improve our management and maximize the retum to the
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public from the agency resources available,

NTIA is also supporting the Department's efforts 1o properly implement the philosophy of the
Chinger-Cohen Act. Clinger-Cohen {also called the Information Technology Management Reform Act)
is designed to improve our management of the information technology investments necessary 1o enable
us to fulfil our missions. The information technology investments NTIA makes are diveetly linked to our
business needs. The strategic and operational information technology plans divectly support for the
agency's geals and objectives. NTIA has processes in place designed to ensure that all major information
technology investments are evaluated in ternis of the overall business value 1¢ the organization, fn
addition, NTIA's laboratory (ITS) is performing a Telecommunications Assessment across all bureaus
and agencies of the Department to provide the current status of telecommunications and information
technology assets for Commerce management, and to allow informed decision-making on future
evolutions in the infrastructure.

NTIA has declared two information technology systoms to be mission critical {or vear 2000 ¢ifovs: the
Spectrum Frequency Management Systems and the Grants Processing Systerm. Both these systoms are
year 2000 compliant, NTIA 15 in the process of developing year 2000 contingency plans for Bs own
essential operations and working with the Department of Commerce o ensure telecommunications and
other services are available for essential personnel,

CONCLUSION

WNTIA serves a eritical role in developing and promoting policy in all areas relating to the
telecommunications and information sectors. We have taken the lead, both on the domestic and
nternational front, in setting forth positions in spectrm management, universal service, broadband
networks, global competition, and electronic commerce - {o name a fow koy areas. Given the increasing
unportance of these issues to our domestic and global cconomy, NTIA is playing an increasingly
significant role in its position as representative of the U8, government and Executive Branch advisor.

As NTIA Assistant Scorctary for six years, | conlinue 1o be proud of the role we play and the
accomplishments we have achieved. We hope to continue to address the myriad new issues in
telecommunications and information technology with the same level of expertise and thoroughucss that
we have always displayed. This objective has become increasingly difficult, however, us the issues and
demands on NTIA have increased, and the staft levels have decrsased. | fear that NTIA's leadership in
the dynamic and expanding telecommunications and information arena could be compromised without
adequate resources, We therefore appreciate the sapport of this Commitiee as it considers our FY2000
Budgot Estimates so that NTIA can continue {0 play a leadership role.
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Testimony of Larry Irving
Assistant Secretary of Commerce for
. Communications and Information
before the Senate Committee on Commerce, Science and Transportation
September 17, 1997

Good afternoon, Mr. Chairman and members of the Commuttee. Thank you for the opportunity to testify
today. The National Telecommunications and Information Administration (NTIA) within the
Department of Commerce is the principal adviser to the President on domestic and inicmational
telecommunications 1ssucs. As assistant secretary of NTIA, I am pleased to be here today to present the
views of the Administration on the transition to digital television.

Digital television (DTV) marks a quantum leap forward in television technology and provides an
astonishing array of possibilities for advancing national teleccommunications goals. An important
dividend of the transition from analog to digital television is that DTV technology results in more
cfficient use of the radio frequency spectrum. With DTV technology, the broadcast television industry’s
current requirement for 402 megahertz of spectrum will be reduced significantly to 252 megahertz,
saving up to 150 megahertz of prime spectrum for other uses. DTV will also allow broadcasters to
provide an expanded range of services to consumers, including high definition picturcs, multiple
program streams, as well as CD-quality audio programming and advanced digital services such as data
transfer. In these ways, DTV can bring important benefits to millions of American consumers --
dramatically better picture quality and more viewing choices, advancement of American technological
and economic strength, and more efficient use of the radio frequency spectrum.

The Telecommunications Act of 1996 makes clear that the public interest responsibilities of television
broadcasters which have endured for more than 60 years still abide in the new DTV era. Public interest
responsibilities are fulfilled in return for a broadcaster's exclusive use of the scarce public airwaves.
Over these years, the contours of public interest obligations have been adjusted to rcflect changes in
economic, technological and social needs. The novel technological features of DTV gives cause 1o
re-examine the public interest responsibilities of television broadcasters to determine whether the public
interest lies in the retention, repeal or addition to these obligations.

The President has made his positton very clear on the public interest benefits of free air time for political
candidates and more educational programming for children. Furthermore, the President established the
Advisory Committee on Public Interest Obligations of Digital Broadcasters by Executive Order 13038
on March 11, 1997. The Committee will provide advice to the Administration on the public interest
obligations that digital broadcaster should assume. The President will appoint up to 15 members who
represent diverse views from the commercial and noncommercial broadcasting industry, computer
industries, producers, academic institutions, public interest organizations, and thc advcrtising
communities. The President has already announced the co-chairs of the Advisory Committce: Leslic
Moonves, president of CBS Entertainment and one of America's most prominent and creative
broadcasters; and Dr. Norman Ornstein, resident scholar at the American Enterprise Institute and one of
America's best known political scientists. The President will announce the other members of the
Committee in the near future. A report is expected from the group by mid-1998. NTIA will serve as the
group's secretariat,

The Advisory Committee will be faced with a number of challenging issues ranging from free air time
for political candidates to children's broadcasting and the application of public interest obligations in an
HDTYV or multiplexed digital world. These are difficult issues, but critical to defining the role of
over-the-air broadcasting in the digital world. The Administration is hopeful that the Advisory
Committee will work with broadcasters, industry and public interest groups to develop real and concrete
public interest obligations that are fair and reasonable, but also recognize that broadcastcrs have been
given unique access to a precious public asset.

Congress recognized the many benefits of DTV in the Telecommunications Act of 1996 which
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authorized the Federal Communications Commission to issue licenses for DTV services. While the Act
gave the Commission discretion over whether to issue the licenses, it also imposed certain conditions on
the assignment of licenses. The most significant features are that: (1) only incumbent television
broadcasters are ¢ligible to receive a 6 megahertz digital license; (2) licensees must return the "analog"
spectrum currently used for broadcasting television signals; (3) digital broadcasters remain subject to
public interest obligations on video programming as well as any new "ancillary and supplementary
services" on the digital spectrum; and (4) the Commission must impose fees on subscription-based
services to compensate the public for the value of the spectrum used for such commercial services. The
Act otherwise provides digital broadcasters with substantial flexibility to develop their business plans for
the delivery of DTV based on consumer demand.

In April of 1997, the Commission allocated the DTV spectrum and announced the timetables for
commencement of DTV services and the return of the "analog" spectrum. The Administration strongly
supported the Commission’s timetables as critical to an orderly nationwide transition to digital television
and the expedited return of "analog" spectrum which can be reallocated for maximum public benefit.

The Administration regrets that Congress did not adopt the Administration's proposed firm date of 2006
for the termination of analog broadcasting in the Balanced Budget Act of 1997. Lack of a {irm date
could unnecessarity delay the digital transition which will bring about new services, consumer benefits
and new jobs. The new law requires the Commission to grant a waiver of the date certain for the return
of the "analog" spectrum made available by more efficient digital technology in any market that meets a
multi-faceted test. This waiver provision creates opportunities for broadcasters to manage their
deployment of DTV in a way that would enable them to retain use of their current "analog" specirum
indefinitely. This, in turn, would limit the Commission's ability to make the "analog" frequencies
available cxpeditiously for new communications services. Moreover, without a uniform rcturn date, it
will be virtually impossible for the Commission to "repack” the "analog"” spectrum into nationwide
contiguous blocks, which will also constrain the possible uses of this newly available spectrum. The
Administration is also deeply concerned that the waiver provision will have a negative affect on the
Commission's ability to make 24 megahertz of spectrum in broadcasting band {Channels 60 to 69)
available 1o the public safety community to relieve the severe congestion that hobbles its ability to
perform vital services.

The new law also waives the Commission's duopoly and newspaper-tclevision cross-ownership rules to
permit broadcasters in certain markets to bid on the returned "analog” spectrum, in the event that the
Commission decides to allocate the spectrum for digital television broadcasting. The Administration is
concerned about any such waiver because it may increase media concentration in these markets,
lessening the number of diverse sources of information for consumers.

The Administration is also concerned about media reports regarding the disunity among the broadcasting
industry and the equipment manufacturers over the nature of the services to be provided via digital
television, and the impact it could have on the rapid rollout of DTV scrvices to the American public.
This issue has been highlighted by the mixed responses from policymakers and the industry to the recent
announcements by ABC and Sinclair Broadcasting indicating that their business plans potentially call
for providing muluiple channels of standard definition programming and subscription-based services,
rather than offering high definition television (HDTV).

While HDTV may have initially driven the development of new advanced television technologies and
consumer products, digital technologies have continued to evolve so that broadcasters can provide a
wide variety of additional services beneficial to the public. In recognition of this development, Congress
has given broadcasters the flexibility to base their DTV plans on the marketplace rather than mandating
a utilization format. This flexibility should be complemented with greater coordination between
broadcasters and equipment manufacturers to ensure that the public ultimately benefits from the
transition to DTV,

To the extent that broadcasters are now considering ways to offer multiple channels of programming and

subscription-based services rather than some HDTV services, a wholc host of tough policy guestions
arise that Congress, the Administration , and the Commission must address. For example, what new
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equipment beyond a television set will consumers require to receive these multiple channels or
subscription services? Who pays for this equipment? If more than one broadcaster multiplexes, will a
consumer have tc have a set-top box for each local broadcaster’s services? Will this equipment be
compatible with existing consumer electronics equipment, including VCRs, cable and broadcast satcllite
services equipment? What fee amount and structure should the Commission impose on digital
broadcasters' subscription-based and commercial services in order to compensate adequately the public
for the value of the spectrum used to provide these services? What subscription-based or commercial
services, if any, should public broadcasters be permitted to offer on their digital spectrum? How best can
the Federal government assist public broadcasters to make the transition to digital telcvision? Do the
program access provisions of the 1992 Cable Act permit broadcasters in a multiplexed cnvironment to
have access to cable programming and superstations? Should the must carry rule survive in a
multiplexed environment, and if so, for which services or programming and in what format should a
cable operator be required to carry it? Should a cable operator be required to carry a broadcast
competitor's subscription-based services under the must carry rules? These questions, and more, rematn
to be answered.

Mr. Chairman, and members of the Committee, again, [ appreciate this opportunity to share these views
with you and [ look forward to working with you and the Committee to develop policies that will specd
the digital broadcasting transition. [ look forward to answering any questions you may have.

B il ] ; l .
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TESTIMONY OF LARRY IRVING
ASSISTANT SECRETARY FOR COMMUNICATIONS AND INFORMATION

NATIONAL TELECOMMUNICATIONS AND INFORMATION ADMINISTRATION (NTIA)
U.S. DEPARTMENT OF COMMERCE

ON
REAUTHORIZATION OF NTIA
BEFORE THE SUBCOMMITTEE ON

TELECOMMUNICATIONS, TRADE, AND CONSUMER PROTECTION
COMMITTEE ON COMMERCE
U.S. HOUSE OF ilEPRESENTATIVES

APRIL 24,1997

Mr. Chairman and Members of the Committee:

Thank you for this opportunity to testify before you today on the reauthorization of the
Department of Commerce's National Telecommunications and Information Administration
(NTIA).

INTRODUCTION

As the President's principal adviser on domestic and international telecommunications and
information policy, NTIA develops and advocates Administration policies for telecommunications
and information-related industries, which are expected to grow to 17 percent of our domestic
economy by the early 21st Century. Generating more than three-quarters of a trillien dollars in
annual revenues, the telecommunications and information sectors represent the growth industries
of today and the next century. These sectors encompass a broad range of services and products,
including those offered by wired and wireless telephony, broadcast and cable television, the
Internet, satellites, and other delivery systems.

Changes are taking place in our nation as a result of new telecommunications and information
technologies and their applications. We are using these technologies to grow our economy, to
expand markets both domestically and internationally, to generate new products and services. We
are realizing the power of technology to bring high-wage, high-skilled jobs to our nation's
workforce and new resources to our students.

The high-technology sector is increasingly becoming the linchpin of our economic success in the
1990s and into the 21st Century. Indeed, the high-technology sector has replaced the traditional
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cyclical industries, such as autos and consiruction, as rhe driving force for growth. For the past
three years, high-tech companies have contributed 27 percent of the growth in our gross domestie
product, compared with 14 percent for residential housing and ouly four percent for the
automobile companies. Over just this past year, 33 percent of GDP growth is the vesult of
information technelogy industries, which inclades evervthing from the Internet and its related
preducis to direct broadcast satellite television.

There are more than 9 million workers now in the high-tech sector. And that is not accounting for
any muliiplier effect, which is significant, For example, a study of Microsoft's impact on the .
Washington Siate economy showed that each Microsoft job created 6.7 new jobs in the state.
Compare this with a 3.8 multiplier for Boeing Co. High-tech jobs have accounted for roughly
20-25 percent of the real wage and salary growth over the past year,

And Wall Street sees continued growth in America’s high-tech giants, as illustrated by the
following statistic: The market capitalization of [ntel, Microsoft, and Cisco together is almost
three times that of Detroit's big three car companies, even though the car companies’ sales are
meore than ten times higher than the high-tech firms,

The heightened importance of the telecommunications and information sectors of the economy has
engendered new and pressing policy development and advocacy needs, NTIA's work in developing
pro-competitive, pro-consumer policies, managing the Federal use of the radio spectrum, and
opening foreign markets to U.8, companies is key to maintaining U.S. competitiveness, We are
working hard to capitalize on American ingeouity and innovation in the teleccommunications and
information industries, and bring new opportunities te American businesses and workers,

NTIA will be drafting anthorizing legislation for the agency's programs, which we will subroit to
Congress when it is completed. Today, I will highlight NTIA's key operations -- operations that
are essential to promoting continued growth in these critical areas. NTIA's programs focus on
three major priorities: (1) managing Federal spectrum use to improve efficiency, increasing
private sector access to spectrum resonrces, and planning for future spectrum needs, including
those of the public safety community; (2} promoting competition and opening markets, both
domestic and glebal; and (3) promoting universal access and affordable telecommunications
services for all Americans.

HIGHLIGHTS OF NTIA'S PROGRAM OPERATIONS

Improving Federal Spectrum Users' Efficiency, Inoreasing Private Sector Access 1o Snectrum and
Planning for Future Specirum Needs

Let me begin with one of NTIA's core functions - spectrum management. NTILA serves as a policy
adviser to the President on spectrum issnes, in addition te managing the Federa Government's
use of the radio frequency spectrunm. The fundamental goal of spectrum management at NTIA, as
it is around the globe, is to avert potential interference between asers and o ensure that spectrum
is available for existing and future needs through the most cfficient use of the spectrum. Because
of the tremendous demand for spectrum resources, however, we often must balance the costs of
displacing existing users with the potential benefits of the new services,

[

Spectrum Efficiency

The Federal Government constantly secks to modernize its radiccommunications, decrease its
channel bandwidths, and increase its use of digital technology and private sector
radiocommunications. NTIA uses the following management (ools to improve Federal spectrum
use:

Reguiring Federal users to use commaercial services where possibie
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NTIA requires that every Federal Government user requesting a frequency assignment must first
determine that its need cannot be met by a private or commercially available service provider.
This policy has resulted in increased use of commercial services by Federal Government users,
such as the Department of Defense.

Promoting the use of new spectrum efficient technologies

The Federal Government is a leader in developing new spectrum-efficient techniques such as
narrowbanding, digital modulation, and spectrum sharing as well as in the use of the highest
guality spectrum-efficient equipment. These techniques will lead to a doubling, and possibly .
quadrupling, of the number of frequencies available for land mobile communications. NTIA has -
required that all Federal users move to more efficient 12.5 KHz equipment for mobile
communications by 2005. In another example, the Federal Aviation Administration has increased
their use of certain frequency bands more than 33 times through more advanced technology.

Engaging in spectrum planning

In 1993, the Secretary of Commerce submitted the L.and Mobile Spectrum Efficiency Plan to
Congress, as required by the NTIA Organization Act. The implementation of this plan resulted in:
(1) more usage of commercial and government-owned trunking systems, (2) doubling the channels
in three major Federal land mobile bands through new narrowband technology, and (3) the
promotion of sharing with the private sector. Several years later, the private sector adopted a
similar narrowband channel plan.

Collecting spectrum management fees

Pursuant to Congressmnal mandate, NTIA put forth a program designed to collect fees from
Federal agencies for spectrum management services provided by NTIA. NTIA proposed that each
agency be charged in proportion to its use of the spectrum, and that the fee system be
implemented over a five year period beginning in FY 1996.

Based on this report, Congress implemented legislatidn in 1996 (P.L. 104-134) directing NTIA to
charge Federal agencies for NTIA's cost of managing the radio frequency spectrum. At the same
time, Congress reduced the amount of direct appropriations to NTIA by the amount of the fees.

Due to serious difficulties in collecting fees in FY 1996, Congress passed a law (P.L. 104-208) that
clearly specified that Federal agencies shall pay the fees charged by NTIA for spectrum

" management costs in FY 1997 and that, if they do not, they will have to cease using the spectrum.

30f 15

The legislation also directed that NTIA charge a total of 35 million in fees in FY.1997. NTIA sent
letters to 29 agencies requesting payment. NTIA has received memorandums of understanding or
equivalent from these agencies for the full 35 million, and has received payments to date of
approximately $3.2 million.

To give the agencies as much notice as possible, NTIA informed the agencies of their estimated
costs for FY 1998 in July 1996, so that their costs could be included in their respective budget
submissions to Congress. The Administration plans to increase the fees in 1998 to $7.5 million.

Increasing private sector access to spectrum

NTIA continues to work with the FCC, the private sector, and Federal agencies to promote
sharing of spectrum with private sector users. Since 1978, NTIA has coordinated the reallocation
of more than 5,000 MHz of spectrum to exclusive private use or greater shared use with private
sector entities. This is a significant amount of spectrum -- today's entire cellular telephone
industry is allocated only 50 MHz.

Spectrum reallocation

1/17/01 10:54 AM


http:ntia.doc.gov
http://www

dof15

hltp:f}www.ntia.doc.gow’miahomcfcongrcssl4249?uuth.hlm

Over the past several years, NTIA has begun to reallocate 235 MHz of spectrum from Federal
Government use to the private sector. The process for identifying spectrum for reallocation was
based on a two year study which took into account two major factors: (1) the impact on the
Federal agencies, in terms of mission, costs, and potential reduction of services to the public, and
(2) the benefits expected to be realized by the public. Based on the extensive planning and
coordination with the FCC, government agencies, and the public to produce this report, NTIA
also identified an additional 35 MHz of Federal spectrum to transfer to private use. NTIA has
already reallocated 145 MHz. The remaining 90 MHz will be reallocated to the FCC by the year
2004.

NTIA has also recently transferred spectrum to support satellite systems. During the International
Telecommunication Union World Radiocommunication Conference (ITU/WRC) in October 1995,
NTIA coordinated the release of 3 MHz of Federal Government spectrum for exclusive use in
mobile satellite systems (low earth orbiting satellites, or LEQOs). NTIA has also arranged for
shared use of 360 MHz of Federal Government spectrum for mobile satellite links for big LEOs.

In addition, NTIA worked closely with the FCC to allocate 300 MHz of spectrum previously used
primarily by the Federal Government for shared use with unlicensed wireless networks. Because
these networks are unlicensed, they will be relatively affordable, and thus will provide an
important networking option that will be attractive to schools, libraries, and others with limited
financial resources.

Reimbursing Federal users that move to accommodate private users

To accelerate the transfer of spectrum from Federal to private sector use, NTIA has proposed that
winning bidders in auctions for spectrum now used by Federal agencies reimburse these Federal
users for costs of relocating their operations relocation costs. NTIA worked with the Congress on
this proposal last year. This important reform will be made part of the Administration's
submission for NTIA's authorizing legislation, which NTIA plans te forward to Congress in May.
The Administration proposes that incumbent Federal users have the same rights that incumbent
private users have who are moved from a band of spectrum that will be auctioned. The new users
reimburse the old users to move by purchasing equipment or paying for other expenses.

When NTIA identified 235 MHZ for relocation in 1993, there were many Federal users who could
not be moved until after the year 2000 because they had no immediate means to pay for such a
move. The total cost of moving operations and paying for new equipment for these Federal users is
estimated at $500 million. This cost will be borne directly by taxpayers through the appropriations
process, unless we can find a way to have new entrants pay for this relocation. If the Congress
supports this language, spectrum can be cleared more quickly to accommodate new private sector
users, and Federal operations -- including national security and public safety activities -- can be
maintained.

Planning for Future Spectrum Needs

Reinventing the spectrum authorization process

NTIA began a program in 1993 to develop an automated Federal spectrum management system to
provide a standardized, automated method for Federal agencies to submit applications for
spectrum support, select spectrum that is interference free, and validate that the spectrum
requested is within the rules and regulations governing spectrum authorization. This system will
allow NTIA to make the spectrum process more efficient and responsive, more accessible and less
bureaucratic. NTIA introduced the Joint Spectrum Management System for windows (JSMS) in
March 1997. Improvements will continue on JSMS to make it more effective and to make usc of
spectrum more efficient. JSMS is providing tools to spectrum managers in the field so that they
can manage their own vse of the spectrum, use the spectrum more efficiently, and more rapidly
obtain spectrum to meet their needs.
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Meeting Spectrim Needs for Future Public Safety Use

One of the most pressing Federal spectrum needs is that of public safety. Under Congressional
leadership, NTIA and the FCC established the Public Safety Wireless Advisory Committes
{PSWAL] in 1995, The Committee was composed of appeintees from Federal, State, and local
goversments and private sector public safety erganizations, The goals were to evaluate the
wircless communications needs of these public safety agencies through the year 2010 and
recommend possible solutions to the lack of available spectrum and interoperability problems. In
September 1996, PSWAC submitted a report putlining public safety needs for additional
spectrum, improved interoperability, more flexible licensing puolicies, and increased sharing of
specirum resgurces. .

To meet the immediate and future needs of the public safety community, the Committee made the
following observations and recommendations:

* More spectram is required. 2.5 MHz of spectrum should be identified for interoperability among
Federal, State, and local public safety agencies from new or existing allocations as soon as possible,
In the short term (within S years}, approximately 25 MHz of new Public Safety allocations are
needed, and over the next 18 vears, as much as an additional 70 MHz of spectrum will he

required,

* Improved interoperability is required. Today's interoperability needs can be addressed by
establishing bands of frequencies for interoperability purposcs, encouraging the development and
use of shared systems, and bailding gatewnys between technically incompatible systems,

* More flexible licensing policies are desirable. Policies should encourage the use of the most
spectrally efficient approaches while remaining techuology neutral,

* More sharing and joint use should be encouraged. Some states and regions are experiencing
considerable suceess in pooling spectral and other respurces,

* Commercial services should be used wherever possible.
* Consultative processes should be established.

* Funding limitations remain an cbhstacle. Af a time when government budgets are tight,

- alternative methods of funding future public safefy communications systems must be identified.

To address this issue, NTIA recommends adoption of our proposed reimbursemont language.

NTIA and the FCC are evaluating these recommendations and using other mechanisms to address
the longer range recommendations. The President’s FY 1998 buadget proposes that four channely
between existing broadeast channels 60 to 6% be allocated for public safety use. Six other channels
will be auctioned by the FCC for other serviees. NTIA advocated allocation of these channels for
public safety in an FCC proceeding that was examining potential uses for these channels,

NTIA is continuing 10 ensure that spectrum is available to meet the needs of the Federal
Government and the public safety conmmunity in providing the public with law enforcement,
national security, safe airways, disaster and environmental control, and safe living conditions, At
the same time, NTIA is continuing to work to make the Federal Government's use of the spectram
more effective and efficient,

Promoting Competition and Opening Markets

NTIA actively promaotes competition and open markets through domestic and international
telecommunications policy development and advoecacy, efficient spectrum management and
reallocation of spectrum to private sector users, and felecommunications research. NT{A

continues to work diligently to eliminate barriers to competition in the telecommunications
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industry while protecting consumers. NTIA is advocating policies that spur innovation, encourage
competition, and create jobs. NT1A is leading Administration efforts to provide rural, inner city,
and underserved areas with access to educational opportunities, job training, and better medical
care through advanced telecommunications services..NTIA is also performing cutting-edge
research and analysis, such as finding ways to use higher frequency spectrum for new wireless
services, and developing positions on a wide array of policy issues, such as universal service,
spectrum auctions, and privacy on electronic networks.

Domestic Policy Issues

The goal of NTIA's domestic policy activities, which are part of NTI1A's role as principal adviser to
the President on telecommunications and information policies, is to enhance the public interest by
generating, articulating, and advocating creative and influential policies and programs in the
telecommunications and information sectors that enhance service competition, consumer welfare,
and economic and social opportunities for all, and that remove impediments to the growth and
vitality of these sectors.

NTIA's domestic policy recommendations have made substantial contributions to major
governmental actions regarding broadcasting, cable, and telephone issues. The range of domestic
telecommunications policy issues is broad and increasingly complex, reflecting the rapid changes
in telecommunications technology, its application to the marketplace, and a broadening of the
number and types of players. Issues include traditional common carrier telephony and cable
television, as well as their convergence with computer services; the improvement of radio
spectrum management (e.g., spectrum auctions); rules limiting mass media (radio - television)
ownership; development of advanced television (ATV); implications of Internet growth; and
content oriented issnes such as privacy, hate crimes, or free speech, using telecommunications. For
example, NTIA issued a report recommending a voluntary framework to ensure privacy with
regard to telecommunications-related personal information. NTIA is now promoting means of
achieving indusitry self-regulation and will be issuing a report on self-regulation and privacy in the
near future.

NTIA made substantial contributions to the recently enacted Telecommunications Act of 1996.
Many of the Act’s provisions require FCC rulemakings for implementation, and NTIA, on behalf
of the Administration, is working hard to ensure that the spirit and letter of the law is reflected in
the requirements. We have filed formal comments on important issues, including interconnection
and universal service. For example, as the definition of universal service is updated for the next
century, NTIA is working to ensure that the Administration's priorities for connecting rural
Americans to advanced networks and ensuring that telecommunications rates for services are
comparable between rural and urban areas.

Apart from the Telecommunications Act, NTIA intends to articulate policies on a host of issues
surrounding new, better and lower priced communications products and services, in order to
increase the availability of affordable access to telecommunications and information services for
all Americans and to encourage technology neutral domestic telecommunications and mass media
development, NT1A will suggest ways to encourage the availability of these services to rural and
underserved communities and will identify impediments to the growth and vitality of industry
sectors. Foremost among these issues are those related to the growth of the Internet, the transition
to digital television, and the widespread availability of wireless communications devices.

Moreover, NTTA will continue to examine policies that affect the ability of existing and future U.S.
mass media services to promote the free flow of information and diversity of voices in electronic
media. NTIA will participate in the effort to reform the regulation of existing mass media services,
thereby enabling them to be effective competitors in an increasingly competitive video
marketplace without limiting the number of voices availablc to the American public.

NTIA's examination of the mass media extends to new services, such as the upcoming transition to
advanced television. Many issues remain to be resolved, particularly concerning the public interest
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abligations of broeadeasiers in the new digital era. As Secretariat to the President’'s Comnittee on
the Public Interest Obligations for Digital Television Broadceasters, NTIA will facilitate the
examination of these imporiant issues by private sector representatives.

NTIA will also continue to promote reform of the current system of managing and licensing
private sector spectrum use, so that the process of specirum allocation and assignment is ¢fficient
and {air, so that licensees may effer all Kinds of voice and data services to the public, A fully
developed wireless communications industry is an essential element to the development of
competition in such markets as focal phone service. NTIA has a role in developing wireless and
spectram policies. It was instrumental in the development of spectrumm auctions and the usc of
bidding for licenses by computer, which compared to alternative assignment mechanisms
available to the FCC, are n transparent mechanism that can award licensees to the parties that
value them most highly and within a relatively short period of time -- not to mention while
capturing a portion of the value of the spectrum for the American public. NTIA will continue to
use its expertise to help refine that system, while also exploring the many other issues associated
with the development of wireless voice and data systems. :

NTIA will also continue to search for ways to enhance minority participation in
telecommunications. Specific etforts that will continae include: (1) directing ComTrain, a training
program to assist new minority commercial broadeast owners; (2) disseminating information and
conducting seminars on ownership opportunities in telecommunications (for example, NTI1A
recently published a report identifying financial barriers faced by minority entrepreneurs and
smiall businesses seeking to compete In the telecommunications industries and suggesting possible
financing strategies); (3) developing and commenting on legislative and regulatory proposals that
promote minority ownership in telecommunications; (4) working with industry, and ether
governmcnt agencies on initiatives to inerease public/private sector assistance to minorities
interested in ownership of telecommunications businesses and serviees; (5} promoting TELECAP,
a study of capital development strategies for minority investment in telecommunications; and {6)
tracking minority ownership in broadcasting, NTIA will also continue to analyze policies that
affect minority participation in telecommunications.

NTIA’s domestic policy efforts not enly use technical and policy expertise to ensure that the poublic
benefits from any changes in telecommunications policies and laws. In addition, the
Adminisiration's telecommunications and information policies developed and advocated by NTIA
for domestic markets serve as an important model for international efforts to open global markets
te competition. This Hiberalization, in tarn, provides LLS, firms with greater ppportunities to be
successful participants in these markets,

Internatienal Policy Issues

NTIA is playing a leading role in promoting and building international consensus for the core
principles underlying the development of the Globat Information Infrastructure (GII). The
adoption of these Rey principles by the world community is helping to Increase competition and
open markeis for U8, companies.

Our nation's economic success depends on our being able 1o compete around the world, We
cannot do so if other countries continue to protect their monopoly telecommunications providers,
but we will be tremendously successful if they open their markets to competition.

In my capacily as Assistant Secretary for Coramunications and Information, 1 have spent nearly
four vears working to convinee other countries to dramatically change the way they operate their
telecommunications networks to encourage more openness, which offers an oppertanity for U.5.
businesses to compete. I am spending a great deal of time with my counterparts around the world
discussing, debating, and persuading them of the benefits of competition and the technical and
policy changes necessary to get there,

Every nation in which I have participated in meetings has o ministerial devel officer for
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telecammunications. In most countries, the government owns the telecommunications svstem, My
official government position enables me to discuss with officials from these governments the
fundamental structural, technical, and policy changes that will be necessary to their
telecommunications infrastructure and help bring about a competitive global marketplace in
telecommunications.

NTIA's efforts as a strong advocate for competitive markets globally in bilateral, multilateral and
regional negotiations have been successful. For example, last year NTIA coordinated the 1S,
Government's participation in the Information Society and Development Conference {ISAD} in
South Africa. This Ministerial Conference continued to build on the success of the G-7 Ministerial
Conference that took place in February 1995 in Brussels, Belgium, which resalted in an agreement
among seven of the world's economic leaders on principles necessary for the development of a
global information infrastructure. The ISAD Conference expanded the consensas reached at the
G-7 Ministerial on the pro-competitive pelicies necessary for building the global information
society,

NTIA also cosponisored, with the Telecommunications Indusiry Association, the third Latin
American Telecommunications Summit (LATS) in Mexico last fall and played a key role in
prosusting U.S, interests at the Asia Pacific Ecenomic Ceoperation {APEC) Telecommunications
and Information Ministerial meeting last fall. NT1A was an active participant in negotiating the
World Trade Organization (WTQO) agreement on basie telecommunications, which will open
nearly all of the world’s top telecommunications markets to competition. NT1A is also plaving a
key role in implementing the WTO agreement. In addition, NTIA is playing a central rele in
telecommunications {alks focused on sclect foreign countries in Europe, Latio America, Asia, and
Africa with significant market opportunities for 1.8, providers of telecommunications goods and
services,

NTIA iz continuing its active advoecacy for reform and restructuring within the Intelsat and
Inmarsat global satellite organizations. Introducing market incentives enhances competitive
epportunities for a large number of U.S. firms seeking fair market aceess to provide services, and
that generally use USRS, equipment providers.

In addition, NTIA is working with other Federal agencies and industry on several other critical
international policy matters, including but not limited to international privacy, electronic
commerce, and accounting rate reform. For example, NT1A is playiog a lead role in the
Administration’s cfforts to address a European Union privacy directive that could significandy
atfect transborder data flows. We are also making significant contributions to the
Administration’s working group on electronic commerce. In addition, NTIA's efforts to advocate
pro-competitive accounting rate reform include participation in meetings of multilateral
organizations and bilateral meetings with individual foreign governments, as well as participating
in regulatory proceedings.

it is also important {0 mention NTIA's work in the standards arena. NTIA is continving to
promote high guality U.S. standards for data, voice and video communications in international
fora. Through its role in international standards-setting, NTIA is promoting US, business entry
into foreign markets,

International Spectram Allocation

I would fike to note that the United States is forcefully and in many cases, successfully, promoting
the cancept of independent regulation of private sector telecommunications arcund the world, We
view the independence of the FCC as an essential pillar of our competitive communications
marketplace. We have fried very hard fo convince other governments to create independent
regulatory authorities governing private use of the spectrum. Such a separation provides U.S,
companies aperating overseas with the level playing field they need to compete for licenses and
permits. In these countries where commercial specirum allocation decisions are combined with
goverament spectrum allocation decisions in one agency or department, we see 9 very negative
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affect on the openness and competitive fairness of the marketplace.

Internationally, NTIA prepares and coordinates Federal Government propeosals for the
International Telecommunication Union World Radie Counferences and related technical
meetings. Major issues include spectrum management reform, negotiations regarding the
integration and interference protection for satellite systems that will support the evolving Global
Navigation Satellite system for air traffic control, and addressing the public safety spectrum
requirements throogh the year 2010 through the Public Safety Wireless Advisory Committee.

NTIA's work in the international arena alse invelves securing radie spectrum for new, emerging
telecommunications technologies. NTIA is working through international organizations to make
sure that there is enough space set aside for new Innovative satellite servives such as Globalstar,
Ividium, Teledesie, and Odyssey, This is the next generation of communicatioans technology,
promising consumers more choice and lower prices, while providing U.S. companies with
leadership positions in the development and implementation of such systems.

Mr. Chairman, these new systems will not be developed unless we secure spectrum and
coordination agreements for their satellifes, and that reguires agreements with other governments,
In addition, in these international arenas, NTIA secures necessary spectrum for important
government uses including these affecting national security and public safety. The need to
coordinate with and obtain approval fram other governments will become even more important as
we move into an erg with gﬁsater relinnce on international communications and satellite-based
systems,

Telecommunications Research

NTEA's research laboratory in Boulder, Colorada, the Institute for Telecommunication Sciences
{I'TS}, conducis applied research and engineering to develop new spectrum and networking
technologies and to foster improved spectrum management technigues. For example, research on
advanced broadband networks transmission standards, such as Integrated Services Digital
Nefworks, as well as pioneering research in radio frequency characteristics, directly assist U.S.
companics competing domestically and in international markets in their efforts to introduce and
implement advanced telecommunications pradoets and services, Long term researeh at I'TS
includes experimentation to find ways to use higher frequency spectrum that is not now viable for
many services, thus increasing the total amount of useable spectrum as well as work {o develop
measurement methods to more effectively assess the performance of data, audio, video and
multimedia communication services,

Same have suggested privatization of NTIA's rescarch laboratory, This would be a serious
mistake. This is not the first time thai the issue of privatization of the Institute has heen examined,
resuiting in a conclusion that the Institute performs critical public funetfions and should remain
part of the Federal Government, Over the years, there have been various external and interasl
reviews of NTIA's laboratory, focused on the appropriateness of our telecommunications research
and engineering work velative to that which could or should be provided by the private sector. In
alt these reviews, there emerges a common theme - that thereis a wmpeilmg need fora
centralized Federal telecommunications taboratory that serves the public interest by undertaking
uaniguely governmental research functions in a cost-effective fashion,

These functions cut across Federal, industry, and national needs and cannot be mainiained or
nurtured in a privatized environment where economic incentive, not the public interest, is
paramount. Indeed, the private sector is profit-motivated, and rightly seeks to maximize wealth
for owners. In fact, most companies, because of competition, are foreed to focus their research on
the highest-payoff options, to realize near-term return on investment. A privatized Institute would
thus not be able to invest in the kind of essential telecommunications research that today provides
broad, cost-effective, benefits to government, industry, and the poblic at large. 11115 were
privatize, the following benefits are amount those the Nation can expect to lose in due time:
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Radie propagation charactevistics database

['TS maintains the Nation's database of radio propagation characteristics across the entire radio

" spectrum, which are highly dependent upon natural and man-made environmental parameters,

Wolll

along with the associated computer-based radio system performance predictions hased upon these
data. This database and related information is peer-reviewed and accepted by both national and
international individuals and organizations as a definitive resource used (a) for developing
Interpational Telecommunication Union radio agreements and standards, (b) (0 develop LS.
positions for International Radio Conferences, {¢) by doinestic standards developing organizations
{e.g., ANSl-accradited T-1 Telecommunjcation Standardization Committee or the TIA) as
definitive models In preparing radio interface standards and spectram sharing agreements, (d) by
NTIA and the FCC in gational spectrum management activities, and (¢) by a broad community of
private sector and government engineers for planning, designing, and implementing radio
telecommunication systems, This database facilitates work on advances in telecommunications
technology - such as personal communications services and high definition television -- to benefit
all citizens.

A private organization would be unlikely to have the same image of historical reputation,
integrity, and objectivity in maintaining the database, and is unlikely to allow apenness of use and
sharing of this information equally with all

Unbiased review of telecommunications systems

I'TS curreatly has the nentral and impartial ability to advise many government agencies with
regard to telecommunication systems planning and implementation {o provide cost-effective
resulls dedicated to their missions, For example, ITS recently provided advice on a national plan
for upgrading felecommunications requirements in National Foresis. which will provide for
services such as public safety, five protection and fighting, and forest management; planning for
the Department of Transportion in developing a national Intelligent Transportation Sysiem to aid
in traffic control and guidance, and general public transportation safety; consultation to the
Federal Railway Administration concerning telecommunication requirements for rail safety and
positive train control systems; for the Federal Aviation Administration, evalnating and designing
asugmented Glohal Positioning System capabilities for air traffic control as well as ship navigation
and other uses; and, for the National Telecommunications System, carrying out stadies to assure
mtewperabihtv and {:tmtmuit} of operations, and development of Federal standards to assure the
systems’ ability (o operate in national emergencies,

These agencies have all indicated that they do not know where they could turn to get such neutral,
competent advice if I'TS did not exist,

Centrafized Federal rescarch

[TS provides seleet fechnological contributions and knowledge through 2 centralized Federal
telecommunications research activity,

These contributions and Kaowledge have brought new cencepts or capabilities useful to the
telecommunications industry {(zome patented and moving into commercialization) and provided
neutral leadership and coordination in domestic and international standards organizations, which
help to provide a level playing ficld for and obtain desired objectives for U.S. industry in
international marketplaces,

Some examples are: the development and industry acceptance of ebjective performance
measurement techniques for data, video, digital audio, and multimedia information systerns. U.S,
industry found it difficult to reach successful agreements in these areas because of proiccting
information valuable to them in a competitive environment but, with the new concepts provided
by ITS were able to rather guickly contribute to and agree upon standard metheds, in both
international and domestic fora, based upon the methods and data provided by I'TS. Leadership
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and coordination reles that are provided by I'TS staff in domestic and international fora (which
are desired and requested by U.S. industry) provide an effective way of working eut agreement
between highly competitive companies and ereating a foreeful U.S. position to be carried forward.

Promoting Universal Access and Affordable Telecommunications Services for Al Americans

Ensuring Access for the Underserved

NTIA works to easure aceess for all Americans to communications and information networks. On
the policy front, NTIA has been leading efforts to redefine universal service to telecommunications
services to ensave that rural Americans have access to the same new services being offered in
urban and suburban America. Over the past 40 years, rural Americans have gone from about 60
percent having basic phone service to 94 percent today. This is due in large part to our
commiiment as a nation o universal service policies. In the 1995 report, "' Falling Through the
Net: A Survey of the "Have Nots® in Rural and Urban America”, NTIA documented the relatively
low peneiration of telephone connections and compater and modem ewnership in rural and inaer
city communities.

In a 1996 filing with the FCC, we recommended that the Commission set a national subscribership
goal for the year 2000 to ensure that the telephone penetration level for all segments of socicty will

be at least equal {o the national average existing as of November 1996. In addition, we believe that
schools, ibraries, and ather “"compmunity access centers” should be expeditiously connected to the
NI as an infegral part of making access to advanced telecommunications and information serviees
more readily available, As the Telecommunications Act of 1996 continues to be implemented,

NTIEA will continue to be a strong advecate for rural and nnderserved Americans, undertaking
research, filing comments with the FCC, and participating in a variety of fora to ensure that these -
eommunities have access to these services, and the opportunities they provide, at reasonable rates,

For example, on behalf of the Departments of Commerce, Education, angd Agriculture, NTIA filed
the Administration’s "education rate,” or "e-rate” plan with the Federal-State Joint Board en
Universal Service. The Joint Board adopted many Administration-recommended featurcs in its
oewn plan, such as » procurement approach that uses competitive bidding and special tiered
discounts for economically disadvantaged schools or libraries,

In addition, as directed by the Telecommumnications Act of 1996, NTIA, in conjunction with the
Department of Health and Human Services, recently issued a Report fo the Congress on
Telemedicing, The report examines gquestions relating o patient safety, the efficacy and quality of
telemedicine service providers, as well as other legal, medical and economic issues which might aet
as barriers, or help promote, the development and expansion of telemedicine, The report
highlights how telemedicine can mean the difference between life and death when fast medical
response time and specialty care are peeded, tn addition, the report illustrates the adaptability of
telemedicine to isolated rural areas sod urban centers,

NTIA has pursued universal access policies through many other means as welll Amoayg other
things, NT1A has held public field hearings throughout the nation on universal service, issued a
notice of inqutiry and subseguent report on the subject, holding an electronic “virtual” conference
on the subject, and working on "Net Day" activities, in which volunteers are found to help wire
schools that cannot afford professional information systers instaliation,

Serving Rural and Underserved America

Children today need the best education in the world to be ready for the Information Age. As the
President has clearly stated, it is important te prepare the country for the 2ist Century, and in
order to give our children the best education we must help them to harness the powerful forces of
technology. Technology is going to be central o the new mission of schools in our country, Study
after study is heginning te demonstrate that stadenis who ose technology learn better and kearn
differently from children who do not. Study after study is showing that there is a demand for
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skilled workers in this country, for employees who understand how computers work. We have to
train our children for the jobs they are going to be walking into when they finish school. NTIA's
Telecommunications and Information Infrastructure Assistance Program (TIIAP) is helping
bridge this gap for thousands of Americans.

TIHAP provides matching grants to schools, libraries, hospitals, State and local governments and
other non-profit entities. Since its inception in 1994, TIFAP has awarded 277 grants in all 50 states,
the District of Columbia and the U.S. Virgin Islands. Approximately $79 million in Federal grants
have been matched by more than $133 million in non-Federal funds. In 1996 alone, THAP
leveraged $18.6 million in Federal funds matched by $30 million in private, State and local
funding and awarded 67 grants (from over 800 applicants) to projects in 42 states and the District
of Columbia. TIIAP projects funded in previous years are providing innovations in education;
helping create more responsive public institutions; enhancing economic development in rural and
disadvantaged areas; and increasing access to health care. Almost 90 percent of the funding went
to serve rural Americans or traditionally under served Americans living in urban areas.

For example, in Sacramento, California, the NET at Two Rivers is using a TIIAP grant to
establish a 15-county regional computer network. The network will include 50 public access sites
in schools, community center, libraries and resource centers. Citizens will benefit by using the
free, on-line literacy instructional materials in a on-on-one coaching situation providing Internet
skills. The training sessions and computer tutorials are tailored to people looking for new jobs or
re-training. The project demonstrates how information infrastructure can level the playing field
by bringing new educational opportunities to a traditionally under served population,

TIAP provided a grant to the Borough of Munhall in Pennsylvania to work with seven police
departments to ensure the safety of their citizens by striving to have a more visible police presence,
The seven police agencies are using information technology to share mug shots, check aliases, note
identifying characteristics, and communicate other crucial information that might not otherwise
find its way across jurisdictional boundaries. In a recent incident; the Munhall Police Chief credits
the TIIAP-supported system with helping quickly identify a suspect in an apparent gang
warfare-related murder of a two-year-old child. In January of this year, a family had stopped for
gas when a group of individuals began shooting at one another. The child, strapped in a car seat,
was fatally wounded in the crossfire. Police were able to identify the alleged assailant from
eyewitnesses, Using the TIIAP-supported information system, they learned his aliascs, and
retrieved a mug shot, which they circulated to hundreds of police. Within a week, the shooter was
apprehended.

The City of Crete, Nebraska, received funding to keep this small rural town a viable community.
The grant funds the purchase of computers to build an access center where adults can be taught
computer skills, find jobs, and build the town's economy. The project has an integrated family
resource center that houses organizations such as Head Start, day care, and health services. Plans
are underway for the human services clients to do computer outsource work. The family resource
center will also begin to provide information technology training for their clients. The project also
focuses on having children in school teach senior citizens how to use computers and the Internet at
home. This grant explores inter-generational learning as a way to Keep the community together. In
the long term, that sense of community may determine whether young adults leave the town to
seek better opportunities.

The State of Colorado and six partners, including the Colorado Rural Telecommunications
Project, the Colorado Department of Agriculture, the U.S. Environmental Protection Agency, the
Yampa Valley Economic Development Council and the Adams State College have developed a
database that summarizes the potential of information on land use data, such as natural resources,
wildlife, soil, and infrastructure. Prior to this project, the information was not shared across
agencies, and sat relatively unused because a special software package was needed to manipulate
the information. This made analysis difficult, if not impossible. With computer technology, it is
now possible for any user on the Internet to assess tradeoffs on land use, and reduce conflict
concerning land management.
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The New York State Office for the Aging (SOFA} in Albany, New York, is developing the Aging
Services Network {ASNet), to demonstrate new ways of applying cemputing, telecommunications,
and Information infrastructure to the human services industry, Over $17 billion in Medicaid
expenditures are made each year in New York State alone. Of that amount, over 35 billion is spent
annually on long term care for the elderly. The resources available to cover these costs are already
unable {o keep pace and, given the demographic projections, dramatic changes in how our society
responds {o the needs of the elderly seem inevitable. The ASNet project is using information
systems to address the practical problems of information management and delivery of services to
the elderly, The project focuses on reducing costs while increasing the quality and coordination of
services so that provider agencies can meet the increasing demands of this growing populatien,

The White Mountain Apache Tribe in Whiteriver, Arizona, is using a THAP grant to gain access
to the Internet for the first time. There are few areas in the country that have the same geographic
isolation and none that combine that isolation with the high incidence of economic deprivation
that is found on the Fort Apache Indian Reservation. Once the project is underway, it will provide
community-wide networking te assist in economic development, lifelong learning, and improved
delivery of health services and information to the Tribe and residents of the region. The Tribe is
working with the Arizena Public Services Corporation and the local Internet Service Provider to
secure a toll-free local connection {o the Internet. i is important lo note that rore and more tribes
are looking to NTILA for assistance with access to telecommunications, NTIA s longstanding
history of promoting tribal access places NTIA in 2 unique position - with adequate resources --
to meet the telecommunications needs of tribes,

Ad-risk students are earning high school credifs in rural West Virginia thanks to a TIHAP grant
using video feleconferencing. The award provides funds to connect advanced computers in as
many as 20 homes. Teachers from the Regional Alternative Learning Center will be able to work
with students who are unable to attend school. The Regional Alternative Learning Center will
utilize a two-way, interactive video telecommunications system to provide home-based instruction
to high school juaiors and seniors who are unable to attend a traditional school environment, The
project grew out of the need for schools to comply with new state legisiation to provide service to
students who are unable to attend schoal for disciplinary reasons. The project will provide
instructionsl and counseling services for pregnant teens and other students who are unable to
atiend school for medical reasons.

THAP provides critical seed money, without which many innovative and vital applications would
not take root and grow in these communities. Tn every project that NTIA bas funded, TIIAP has
brought together members of the community to form new partnerships, Without such
partnerships, individual players would be unable to build networks or purchase computer and
video equipment in order to train teachers, students, doctors, nurses, and librarians. While NTIA
provides seed money, ihe vision of each of these projects springs up from local commaunities, The
proejeces and thelr goals are what local residents feel they need, not what the Federal Government
thinks is good for them,

Last year, NTIA released the "Lessons Learned from THAPY report, which presents the initial
experiences of the projects funded in 1994 and 1395, " Lessons Leurned” was the product of NTIA
discussions with focus groups of current grantees to learn about their experiences and share their
lessons. The report offers a snapshot look at the community impacts of THAP projects, and
presents examples of how specific projects are using advanced ielecommunications and
information technologics to provide better services, to strengthen commaunity ties, and to provide
increased access to information for thousands of Americans,

This year, THAP staff will begin a formal, independent evaluation on the effects of the first few
years of grants and will develop a sophisticated reporting system that will allow TIIAP to evaluate
grant impacts on an ongoing basis. Now that the program is in its feurth year, NTIA will be
increasing the emphasis on evaluation and dissemination for the grants that have been awarded.
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For FY 1997, TIIAP has received 922 applications seeking over $350 million in grant funds. These
applications represent more than fifteen times what NTIA can fund, making TIIAP one of the
most competitive Federal grant programs. NTIA has held a series of regional Outreach
Workshops to discuss the Program, and in so doing discuss the program funding priorities and
application requirements. These workshops have been well attended and well received. The
workshops provide a key opportunity for interested parties to understand the TIIAP goals and
process and meet representatives of other organizations interested in the Program.

BUDGET AND OPERATIONS MATTERS

Fiscal Year 1998 Budget Request

NTIA is seeking $54,074,000 for Fiscal Year 1998 for salaries and expenses (S&E) and agency
programs. For S&E, NTIA seeks $18,074,000. This includes an increase to conduct work necessary
for the United States to host the International Telecommunication Union Plenipotentiary
Conference in Minnesota in 1998, NTIA seeks $36,000,000 to fund TIIAP.

Qperating Framework

Beginning in 1990, Congress passed several major pieces of legislation governing the operations
and management of Federal departments and agencies, specifically:

-- the Chief Financial Officers Act of 1990, as amended by the Government Management Reform
Act of 1994;

-- the Government Performance and Results Act of 1993; and
-- the Clinger-Cohen Act of 1996.

The Chief Financial Officers Act requires Federal departments and agencies to prepare annual
financial statements and have those statements audited in accordance with generally accepted
auditing standards. The Department of Commerce is committed to improving financial
information and financial management capabilities. NTIA was one of the first Commerce agencies
to receive an unqualified opinion on its financial statements for 1993, and continued to receive
unqualified opinions on the 1994, 1995 and 1996 statements. In 1995 and 1996, the audits
conducted were formal full scope audits. The unqualified opinion confirms that NTIA's financial
statements fairly present the financial position of the agency,

Under the Government Performance and Results Act (GPRA), NTIA has initiated a
comprehcensive strategic planning process, which will provide a framework for our employees and
stakeholders to work together to definc agency priorities and establish performance measures.
NTIA managers have embraced the planning process as a way to improve our management and
maximize the return to the public from the agency resources available. An NTIA team, including
all senior managers and several staff members from across the agency, have been meeting since
January 1997 to define the strategic plan elements. At this point, the formal agency plan is being
drafted and individual office heads are working with their staff to define appropriate performance
measurements for the agency's goals. NTIA expects to submit the initial plan to the Department in
June and work with the Department and the Congress on refining the NT1A strategic plan over
the summer.

NTIA is also working closely with the Department to properly implement the philosophy of the
Clinger-Cohen Act, which will improve our management of the information technology
investments necessary to enable us to fulfil our missions. The agency strategic plan will be directly
supported by strategic and operational information technology plans. A process is being designed
to ensure that all major information technology investments are evaluated in terms of the overall
value to the organization.
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CONCLUSION

Telecommunications and information issues are dynamic, multi-disciplinary, and complex. NTIA
is the only Executive Branch agency focused exclusively on telecommunications and information.
Other agencies, such as the Department of State, International Trade Administration, and the U.S.
Trade Representative, depend on and use NTIA's telecommunications expertise to support the
accomplishment of their missions. The agency's high quality reputation is built on a foundation
that maximizes the synergistic benefits of telecommunications experts in domestic policy,
international policy, spectrum management, spectrum planning, spectrum analysis, radio wave
characteristics, voice and video quality assessment, national and international standards
development, and International Telecommunication Union activities, as well as practical
applications through demonstration, pilot and other community projects. Many countries look to
the United States as an example of how to support and nurture a viable, competitive, rich
telecommunications and information industry. The Nation needs the expertise of NTIA to
continue its role as a leader in global telecommunications and remain competitive worldwide.

With less than 300 employees and limited resources, NTIA provides a significant return on the
taxpayers' investment, Over the last year, NTIA's cost-cutting and streamlining of operations have
had a dramatic impact on the agency's ability to retain key policy and engineering staff nceded to
deal with the sweeping technological changes in the telecommunications and information scetors.
In July 1994, NTIA had 361 employees. Today, we have 278 -- a loss of 83 pcople, a staff cut of
almost 25 percent. Unfortunately, we have lost many first-rate technology and computer experts,
as well as engincers from our spectrum management shop and our research lab, both of which
contribute immensely to the development of more efficient, technologically advanced
telecommunications technologies. These cuts have had an impact. NTIA's leadership and expertise
in the dynamic telecommunications and information arena will be greatly compromised without
adequate resources.

NTIA serves a vital role. All organizations should be subject to continued scrutiny to ensure that
they are operating efficiently and effectively, Unnecessary functions and activities should be
eliminated and privatization should be utilized where appropriate. But we should not -- must not
-- eliminate programs and responsibilities that are critical to our economic future. NT1A works
very hard to spur innovation and job creation and promote a competitive marketplace that will
result in more choices and lower prices. The American people are being well-served by NTIA. As
NTIA Assistant Secretary for almost four years now, I continue to be proud of what NTIA is
accomplishing 2nd the differences we have made in the lives of all Americans,

[n short, NTIA is in a unique position to influence significantly the ability of U.S. companies to
compete in the global marketplace of the 21st century and to enhance the benefits to the public of
a strong, competitive telecommunications industry and infrastructure. We would appreciate the
support of this Committee so that NTIA may continue to achieve these important ends, and we
look forward to working with you in the future, .
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% "Refoeusing Our Youth: From High Tops to High-Tech™

: National Urban Leagune and the National Leadership Couneil on Civil Rights
Urban Technology Summit

Remarks by Larry Irving
Assistant Seerctary for Communications sand Information
Natipnal Telecommunications and Information Administration
U.S. Pepartment of Commerce
June 26, 199

{as prepared]

Good moming. I'm delighied to be here to talk aboul a subject that is particularly tmportant {o met the
impact of communications lechneology in our urban communitics. | want Lo commend the Nationsd
Urban League for holding this conference on this topmie - one that should be of paramount concern to all
of us. In particular, F'd like to thank Hugh Price and Ketth Fulion for their efforts in launching this
coufvrence, For those of you who don't know, Keith is aircudy practicing what we are preaching today.
His Technology Access Uenters make information lechnology and services available fo four underserved
communsiics. I'd alse like to thunk Wendy Petties of the Urban League, not only for her efforts in this
conlerence, but also for ber excelient work moderating a panel af the White House Content Conference
i California two weeks ago.

No isste is mare important than ensuring thut our commuoities, particularly our children, obtain access

to new technologics and become technotogically titerate. Qur natiot's problems can't and won't be .
solved entirely by new technology, but thiese new echnologies are tools that we can use to make

significant changes in our comnuitics. President Chnton and Vice President Gore have made it a

national priority 1 provide gvery citizen acesss to computers so that they can obtain the skills necded 1o
succeed in our increasingly technofogicul cconomy. Many of you probably remember that Ron Brown

also challenged us, five vears ago, 10 connect our urban communities 1o the "information superhighway
through his "Get Conneeted” prograny. The time is long overduc for us to meet Ron Brown's challenge.

+

The Techualogical Revolution

118 vital that our schools and communitics recogaize the impertence of tecimological taining and
literacy. As we enter the 215 contury, we are increasingly becoming a technological socielv. Remontber
when we thouglt ATM machines were a big deal? Now, more and more of us are turning o Intemet, not
only to send e-matl, but 1o do our banking. pay bills, or make purchases. According (o a report released
by the Department of Conuncree i April, traffic on the Internet is doubling every 100 days. [n 1997, 27
trillion e-mails were send globally, In 1996, only 34% of the Fortune 500 wzzz;}azzics had World Wide
Web sites; Iast ymr, 80% had web shies. Dell C&}mg}zzwrs is now selting $§5 million in computers over the
Web cvery day

So it shouldn’t surprise anyone that an wmerepsing number of jobs require skills in tnformation
technology - skills that many Americans lack, The Burcau of Lubor Statistics anticipates that, betwren
1996 and 2006, the United States will require more than 1.3 million computer scientists and engineers,
systems anulysis, and compater progrmumers. These are jobs thal pay, on average, $46,000 per year,
compured 1o 829,000 per vear for traditional manufaciuring jobs. And whe knows what techinical sidils
will he required thirty or forty years down the road? | have heard that 80% of all jobs that will exist in
the next contary don't exist toduy. We will be using technologics that we have not yat fathemed, and our
children will need the skills (o adapt (o those new 1echnologies as well.

Currently, the number of jobs in the information technology sector is greatly outpaging the number of
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skilled workers in this arca, At least 10% of the jobs in-the high-tech industry {or 346,000) remzin
unfilled. The high-tech industry attributes this labor shortage to a lack of skilled labor. Software
companies have stid that the recruitment of skilled workers now tops their list of business concerns. The
shortage of skilled labor has reached the point that high-tech companies arc now lobbying Congress to
incrense the number of workers that can be hired from foreign countries. These companies claim that
they need to rely on foreign expertise because the expertise is lacking at home,

Our challenge is to educate our students and communities so that they can successfully partictpate in this
high-tech economy. Other countries recognize the value of computer fraining to their children's
education and their economic growth. In China, for example, parents typically spend a year's salary to
buy a computer for their child.

Yet in this country, a significant portion of our children - particularly those in low-income and minorily
conymunities - simply are not receiving the training they need to prepare them for the high-tech future,
The most recent data from the National Center for Education Statistics showed that wealthy schools
were 2 ¥ times more likely to have Internct access in classrooms than poor schools -- 36% vs, 14%. And
we all know that wealthier children are more likely to have access to computers at home, as well.

This "digital divide" between the information "haves” and "have nots" will stunt the development of our
urban communitics, if we let it continue. Qur inncer citics have the highest unemployment rates in the
nation. Mcantime, children from low-income, urban neighborhoods arc clfectively shut out from
high-tech jobs, which pay, on average, 73% more than the average private sector job. [deally, our inner
city youtl would have an cqual shot at beecoming new Silicon Valley millionaires. Yet a very small
lraction of these new computer millionaires are African-American or Latino.

Tire Administration'’s Efforts to Bridge the Digital Divide ’
The Clinton Administration has launched several programs to reduce the technology gap between our
affluent and low-income communities. Two years ago, in his State of the Union Address, President
Clinton challenged the country to connect every classroom by year 2000. The Admimstration worked
hard to ensure that the 1996 Telecommunications Act included discounts for schools and libraries that
were purchasing teleconununications services, Internet access, and classroom connections. Although this
program has come under recent challenge, particularly on the Hill, the Admnistration has continued 10
support the need for a discounted "education rate" - or e-rate - for schools and hbraries.

The Administration, through NTIA, also initiated a demonstration program, providing grants to
non-profit and public entities that are using electronic services in innovative, and socially useful, ways.
The Telecommunications and Information Infrastructure Assistance Program (TIIAP) has funded 332
projects in all fifty states, including projects assisting low-income neighborhoods in getting access to
on-line health care information and to job bank databases. Unfortunately, Congress is now threatening to
cut the level of funding for TIIAP, despite the program'’s success.

Finally, the Administration has also surveyed computer use throughout America's communitics to
determine the extent of the "digital divide."” The 1995 White Paper, entitled "Falling Through the Net: A
Survey of the 'Have Nots' in Rural and Urban America,” determined that information "have nots” are
disproportionately found in the country's urban and rural areas. Those statistics are now being updated,
and a new survey will be released later this year.

These efforts, though they serve as significant mode]s are but a drop in the bucket in terms of what we
need to do (o conneet our communitics. We must g:,dthc:t mere information on access to technologies, and
wc all need 1o do more to ensure that our communities receive the training and access to information
scrvices that they need.

The Straight-A Challenge
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Today, I challenge all of you here (o assist in this process. Your organizations can play a critical role in
motivating our communities and our youth to understand the importance of becoming technologically
Hierate and to make them {cel comfortable with information technology. Your organizations arg also in
the best position (o find the resources o purchase computers and uprove informational services in your
commumiics, Finally, vou con think aboul ways (o train our teachers amd studenis s¢ that they ¢an
master the skills they need.

Our efforls are needed in ul least three areas: what | eall "access,” "aptitude,” and “sttitude.” i's 2
riple-A plun, and we need 10 begin work in cach of these arcas immediately if oursludents are going @
win steaight As 1 iechnological Hiteracy. | challenge cach of your arganizations to take meaningful sieps
in {1080 areas.

Access. As Uve discussed, many of our communities and students luck access to new technologics. We
need more information about this technology gap,

Far example, we need more it aformation on whether computers or laptops are avuilable at the schools,
communily collcges, and universitios In your communities, Many aniversitics have a wealth of
technology available to their students, Some universities, suiech as Duke, Stanford, the University of
North Carelina, and others, oven require that students bring a PC with them when they earoll, NTIA
plans to conduct a study of the informafion wechnclogy available in Historically Black Colleges and
Universities, Hispamic-serving institutions, tribally-cantrolied community colleges, and other institutions
of htghw education. To conduet such a study, howoever, wo need resources and assistanee from
organizations ltke yours, ‘

We alse need to think of creative measures to bring computers and information services to our urban
communities. One way s through commumty or nerghborhood centers. As valuable as schools and
libraries are, communily centers reach segments of the population -- such as the unemployed or elderly
-- that might not nse a school or library. Conumunity centers are also natural places for afier-school
programs that con foster creative leaming opporiunitics,

I\1 FTA's TIHAPR program has had particular suceess in serving urben neighborhoads through
neighborhood computer cmmrs

One program we Ruyled is "Plugged In," a program in East Palo Alto, California, which operates a
community access conier with computers and Iniernet aceess, Students can drop in aller schoo! (o tnke
computer runing courses or use Intemet, The students have now developed "Plugged In Enterprises,” s
program in which the kids are operating 1hely 0wn compuicr services businesses by producing World
Wilde Web pages for local businesses.

Another program is the Mational Urban League’s Technology Access Center project, which i muking
information technology availuble to community organizations 1 Baltimore, Binghamton, Roxbury, and
Newark, Euch centor uses compuiers o assist noighborhood residenis with liter a0y raining, prepasing
for the GED, and employment searches.

The York Commuunity Asse! Projocy, another THAP grantee, provides a central database for residents in
one of York's most economically iic,pressei neighborhoods. The datubase allows residents o klentify
commumity assots, such as rental housing or .zearb}f clinics. By consolidating information on one
datubase, the comnmmunity can also irack s economic development. -
As tmentioned before, Congress is now threatening to reduce TILAP's funding, A letter | received this
morning fron the [nteractive Media Management stresses why this program is vatuable and should not
- be cut.

“On behalf of the Metropolitan Area Advisory Commitice of San Diego, I managed a community
network that wasg funded by a TIIAP grant in 1996. We sct up fifleen public access temtinals in some of
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San Diego's poorest neighborhoods, developed a muliilingual tralning program, and taughl bundreds of
parents, students, small business swners and social service agency siaff how to find and use the
resources of Internet, There is no way these people would have access o this infbrmation without THAP
- the current B-rale guidelines would not have provided for access in the bigh-traffic community conjers |
. that we werg able to serve. Every day we saw oxamples of the impact that information could have on
people’s ives; parents researching healthcure informmtion for disabled childeen, students fnding
scholarships through after-school programs, and entreprencurs locating customers and supphbers.”

[ encourage vou to make vour commugities and constituenis aware of the projects funded by TIAP,
which are listed on NTiA's website at www.ntiadocgoy. | also zzz‘gc yau 1o consider getting existing
centers it your contmunity, such as the YMCA, Boys & Girls Clubs, yowr church or athietic club,
involved i providing techmcal trammng,

Additionally, we need to make sure that o of pur schools, not just those In affluent suburban
communitics, ebtain computer technology. One way to accomplish this is through o cerz*munily
"NetDay.” "NeiDays” have heen deseribed as “electronic bartier aisings,” bringing iog“‘ ther commuiity
volunteers and companies (o wire nei gizi}i}rlzmd schools, There have been very fow "NetDays,”
however, in iner cily neighborhoods. | encourage you to bridge this 8ap by bringing your
neighborhoads, schools, and businesses together 16 ereate "NetDays" in your own communitics, You ure
in the best position te motivate the.communities and explain wity Inforntion technology 1s important,
You are also in the best position 1o identify Internet service providers or other telecommunications
companies that can dedicate equipment, training, and funding to these schools. magine what could be
accomplished i every NAACP, Urban League and LaRaza local chapter, every fraternity and sorority,
every prafessional organization, cvery church, ind every bowling league adopted o high sehool and
conduocted 2 "NetDay "

There are numerous funding sources, inchuding public funds, uvaitable for "NetDays.” For exanmle, the
White House will be hosting @ Community Empowerment Conference, along with'the NextDay o
NetDay Coalition, on July 14-106 in Washington, D.C. That conference will explore ways that
cmpowermient zone block grants can be used to wire schools in Empowerment Zone/Enterprise
Commumnity (EZ/EC) communilics. I encourage you to learn mwre about this conference, as well as
explore other funding sources such as state vocational education programs.

Aptimde. As important as it ig (o provide the bardwire, we alse need (0 provide students training in
using new technologics. We know what high-tech jobs will be available betweon now and 2006, The
next step is to tatk to the high-tech companies about skills our studenis should learn so thoy canbe
qualified to fill these jobs. Why are we talking about inporting skilled workers, when we should be
lking about imparting work skills?

W also need to get more high-tech compunies involved in the tralning process. A number of computer
companies are already operating compuier training programs for teachers and students, Clsco Systoms,
for example, has teamed up with schools sorass the country and 15 now oparating a "Network Acadomy”
in every state. These academies frain teachers i computer skills so that they can, in tum, teach their
- slzzdcms how 10 nse new technologies. Students who pass four levels of Cisco training are then eligible
o jobs with Cisco Systems straight owt of high school. | understand that, in the first pilot effori at ihe
Timrgoad Murshall School in California, o number of students finished the four-level progran. One
went (o college; the others went to work with Cisco. Recently, Ciseo Systerss pledged that it would :
cstablish a Neonworking Academy in every empowernent zone that wants one.

While computer Lileracy is essential, we also need 10 irain our students it high lovel math and scignce
skills, According to the National Action Cowcil for Minoritics in Engincering, these skills are
particularly lacking among minority students, Only 6 percent of blacks and Latinos take pre-calculus or
physics in high school. We need to work with our schools to improve these levels of participation.

Some high-tech companies are also devoting resources to Improve these fong-term skills.
Hewlett-Packard, for cxample, has committed $5 million to severad universities to improve math and
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seicnce programs in jocal schools. Hewlett-Packard has also ereated an e-mail mentorship program,
through which students can e-mail their math or science guestions to a telementor. That program can usc
the expertise of volunteors without reguiring much of their ime or thal they live nearby.

There nre a variety of progrums and resourees such us these. 1€ a program does not already exist m your
comumunity, 1 urge you to challenge busingsses to consider creating one tatlored to your community's
ngeds,

We aiso need your help to engage our communities’ best and hrig inest to become wvolved in the lives of
our zi;&;izzgg starg. I'm a real {an of mentoring and Know 1hat | wouidn® be where | am today without il. We
should be thinking about inteynship epportunitics, which can really make a difference (o a student. Last
pight, 1 atiended a reception for Media Carcers for Minorities, a greup that provides inieruships to
punority students in televi ISIOfl and radio.  mel Lisa Seirini, 2 voung woman from Miami, who lecamed
how 1o design Wb sites while she was an intern s MSNBC last year, This year, Lisa has started her
own Infernet company axl aimad}; has two partners and three employees, We should consider creating a
new pragran cilled “Nesw Mudia Careers for Minorities” that wouid give more nunority studems similar
kimds of lnternship experiences in the high-tech feld

Attitrude, Finally, we need 1o make sure that our students and communities feel comfortable with new
technologics and arc aware of the importance of high-tech skills, As President Clinton said in his
Commencenient Address at MLLT,, "all students should feel as comfortable with o keyboard as a
chalkboard; as comfortable with a laplop as a texibook.” Bringing about this change may be the woughest
lask abead of as,

The more contact our commumuies hive with information technologies, the more likely they wili feel
compelent using them. Meantime, we need 1o convince our conmunities and students that it is worth
their time mastering computer skifls. Most kids would rather grow up to be Michael Jordan than Bill
Cates wnd spend fime on a basketball court than 1n a computer room. In fact, earlicr this year Sporss
Hlustrated reported that 37% of all African-American males expect to be a pro-athlete, even though
there are only 2,400 professional athletes tin America, Compare that with the 22,000 Microsoft
employees with stock options worth at Jeast $1 million. We necd 10 teach our kids that the chance of
achieving fame and fortune is far less tikely through the NBA than through technology. Silicon Valley,
for example, produces 62 new millionaires every day. Our children should know as much about Paul
Allen (the co-tounder of Microsoft and owner of the Portland Trailblazers) as Paul Pierce, and as much
about Michacl Dell {whose net worth increases by at least $100 million a mowih) as Michael Jordan
{who carns $100 million a year). And our children should have a shot -- better than a three-pointer -- at
beiny one of those computer suceess stories.

| encourage you to be inventive in considering, how to reach out to kids and communities. We might
pariner with ad agencies to promote industry leaders such as Kun Pelese, the young founder of the
high-profile start-up called "Marimba,” or David Ellington, the founder of "NetNoir.” We should invite
these leaders 10 schiools and community events 1o demonstrate the programs they have created. [lNour
compmites can spend as nwweh tme idolizing our high-tech stars, as they do our sports stars, then our
children will finally belicve that, they too, can achieve success in the high-tech world.

\

Conclusion I've already outhned an action plan that | realize could consume all of our energy and time.
Wo need to provide our communitios access 1o new lechnologies, such as threugh community centers
and by wiring our schools, We peed to raise the aptitude of our students in nsing these technologies by
finding trdning opportunities i contputers, math, and science. And wi need 1o change the aniinede of
our communitics so that they realive that being technologically literate is as -~ no, more -- important than
having a good tade-away jumpshot,

Now, I want to add one more essennal item. Today's Urban Technology Summit will likely generate
pumeraus wigas from our conmmunily and govenunent leaders. After these discussions, it would be
especiaily useful if we could si across the (able from the leaders of the tochnslogy industry, | therefore
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. propose that the National Urban League convene another Urban Technology Summit that would include,

not only the distingwished leaders here today, but also industry leaders such as Bill Gates, Larry Ellison,
John Chambers, Michacl Armstrong, fvan Scidenberg, and other CEQs. Just as the Ruainbow Coalition is
making inroads into Wall Street, we need to make inroads into the world of telecommunications and
information technology.

Let's sit down with the high-tech industry leaders and find out what they think our schools should be
teaching so that students can become employees in their companies. Let's find out how to create a new
class of entreprencurs in our communitics. Let's talk about getting minority businesses on line using this
new technology and becoming e-commerce participants. And let's discuss how to use this technology to
improve our society. Remember, this technology is not just about money and jobs, it can be used to
uplift our communities and promote democratic and religious valucs. We need frank discussions with
these leaders, and should not let much time escape before convening the next summit. This can, and
should, be a win-win for all.

I'd like 1o close with a quote:

"There can be no gainsaying of the fact that a great revolution is taking place in the world today . . . that

is, a technological revolution, with the impact of automation and cybernation . . . . Now, whenever
anything new comes into history it brings with it new challenges and new opportunities. . . . [T]he

geographical oneness of this age bas come into being to a large extent through modern man's scientific
ingenuity. Modern man through his scientific genius has been able to dwarf distance and place time 1n
chains. . . . Through our scientific and technological genius, we have made of this world a neighborhood
and yet we have not had the cthical commitment to make of it a brotherhood. But somehow, and in some
way, we have gol to do this." '

That was Rev, Martin Luther King, March 31, 1968,
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Mississippi Educationad Technology Launcheon
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January 27, 1999
fas prepared|

I'd like to thunk the Mississippi Council for Education Technology, Ellen Davis Burnham, Helen Soule,
Dr. Larry Anderson, and so many other friends forinviting me here today. It's a privilege to be here at
the Mississippi Educational Technology Luncheon to honor those wha have contributed to the
suceess{ul implementation of education technology this past year,

Thosc of you working on od tech issues arg truly today's pioneers. As President Clinton said in hus State
of the Unton speech lagt week, we are standing on the "mountaintop of this next century, lock[ing] ahead
to the next one,” No-one knows exactly what the 218 century holds. Bul what we do know is that next
century's jobs witl require a higher degree of techmical ]:temw and liigh-tech skills than ever before. Our
clmliengc today - s state and federal officials, school administrators, and educators - is to preparc our
students to contpete i this high-teeh coonomy. And those in ed teeh are blazing tew trails 1o meot this
chalienge, i

The Technologicat Revolution

When vou look at the world 1oday, there's no doubt that techuical Hieracy (s as important as “reading,
writing, wul arihmenc” to our students, Now technologies now pervade deily life. Today, some csimate
ihat nearly 200 million people are now onhing worldwide -~ not only for u»xmzl but to ah@p listen {0
music, waich lzve video footage, or trade stocks, There are now 8§30 million web DARES vou ¢an visit, and
by 2003 there may be 8 bilhon,

Tl tnternet sudience is not anly growing, it is getting decidedly mainstecam,” necording to the Pew
survey refersed two weeks ago. This vear's ouline boliday shopping is an example of that trend. {t may
rot huve been o White Christnas, but it was certainly o "Web Cluistmas”; consumers spent § 8 billion
on ontine holidoy shopping this your, by some scoounts - duee thnes the smount antisipated.

But these technologies sre doing more than factlitating online shopping -~ which is why it is so essentind
1o corporate compuler trmning in the school curriculom, The Intemet, wireless sysioms, and satellite
mcizzw?&g%c@ ate opening new doors for Americans. Now, those in remote areas aad those at home, can
take distnee education courses from universities worldwidz, T1 ey can use these technologics (o brush
up old skills or 10 learm new ones 1o find Jobs in pewly expanding areas. Even navy officers serving on
sircrall carfiors can now BCCCSs COUrses using computers, suiglline transmissions, and video C{}zzﬁ:z’cncmg
And, if you have g computer and online access, you can c:spiz:m he thousands of job postings that wre
placed only en the Ney, or find the best price for a consumer good.

Even more important! y; £r£z%nizig in high-tech skills will prepare our youth for employment n the 218

century. Today, a significantly high percentage of jobs require computer hieracy. More than seven
million Amertcans now work wn information iechrology jobs, More Americans now build computers
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than cars, make semiconductors than construction machinery, and work n data processing than
petroleum refining. In a recent US News and World Report survey of the "best jobs of the future," eight
out of the Lwenty sclected jobs were involved high-tech skills.

We are now in 4 situation where there are more high-tech jobs than people to {ill them. Over 347,000
jobs arc currently unfilled. And, over the next seven years, more than one million new jobs will be
created in computer-related ficlds atone. This means that companics needing employees with high-tech
skills will move to cities where they can {ind those skills. A city or town's economy could depend on its
ability to train its workers. You already know that Jackson's economy is being transformed by
companics such as WorldCom/MCI and Tritel (which [ heard, by the way, just signed a $300 million
agreement with Ericssen), '

And it-is not only technology-related jobs that require high-tech skills; jobs in all arcas will require
computer literacy and other technology-related skills. D.C. Cablevision told me recently that it would
not cven consider someonc {or a job - of any kind - if that person docs not know how to use a computer.
And look at what is happening in the retail industry: on-line sales of travel, music, clothing, automobiles
and electric goods have increased by 200% over the last 12 months. The same is occurring in the
msurance, banking, and real estate industrics. Milhons of Americans employed in thosc industrics will
need high-tech skills, as will pelicemen, farmers, government cmployecs, and cducators -- all of whom
will be incorporating new technologics in their work.

The Administration's Programs

President Clinton and Vice President Gore have long recognized the importance of preparing our
communitics and students {or the high-tech jobs ol the 218t century. Two weeks ago, | took part in a

conference hosted by Vice President Gore on "215t Century Skills for 215! Century Jobs." Tens of
thousands of people attended this conference via satellite to discuss new ways to meet the workforce
demands of the next century. Vice President Gore anncunced, among other things, that he will allocate
$60 million to reglonal programs to provide technological training for incumbent and dislocated
workers. "America's competitiveness and the prosperily," he noted, depends on the ability of our people
to learn "throughout their lifetimes.”

The fate of this country also depends on the ability to train our students in school. Children with
computers will not only have employment advantages over those without, they will also have
educational advantages over those without. Providing children with access to computers and tzdmmjD is
therelore key to ensuring their success in the future.

We need to provide access and training in public mstitutions because many of our children, particularly
those in low-income, minority, rural, or inner city houscholds, still do not have computers or Internet
access at home. Only 2% of children in low-income, rural houscholds have Internet access, comparcd 1o
50% of urban households earning more than $75,000. Similarly, African-American houschelds are two
times css likely to have computcers and three times less likely Lo have online access than White
houscholds. Ninety-two percent of African-American children still lack access to the Internet at home.
The figures are cven worse 1n rural areas and central cities,

Thesc findings are from NTIA's most recent study, based on 1997 data, called Falling Through the Net
H: New Data on the Digital Divide. This study, which updated our original 1994 study, found that
computer ownership has grown among all groups but that we still have a significant digital dividc bascd
on race, income, education level, age, and location. NTIA will issue a new study this year exploring the
digital divide in 1999 and why certain houscholds still lack access to computers and the Internct.

The "digital divide" underscores the importance of providing computers and Internet access in schools
and public institutions so that every child can access new technologies. Several years ago, President
Clinton established the goal to connect every school and library in Anierica to the information
superhighway by year 2000. The Administration has since launched numecrous programs to introduce
computers in the classroom and to conncet schools to the Internct. For example, we have encouraged
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communitics to establish "NetDays,"” which can be described as "clectronic barn-raisings" designed to
bring together community volunteers and compunies to wire neighborhood schools. The Mississippi
Department of Ed Tech puts information on Net Days on the Net; you've got the pioneers right here, and
you're showing others how it's done.

Many of you in this room area also familiar with the Administration’s Telecommunications and
Information Infrastructure Assistance Program (TILAP), administered by NTIA. TIIAP provides grants
(o non-profit and public entities that use new technologies 1o reach underserved communitics. Over the
last {ive years, we've given almost 400 grants totaling $118 mitlion in matching grants. The grantees
range front innovalive programs helping low-income neighberhoods get online access to health care
information, 1o programs providing access 1o job bank databases.

Some of the best examples of these projects have brought new technologics 10 students and are based
right here in Jackson, Mississippi. For example, TIIAP helped fund the Mississippi Family Math and
Science Network Project. Through this project, the Mississippi Department of Education has brought
high quality Internet access to five rural school districts and trained high school students to design,
build, and maintain the local area networks. We have also been proud to help fund the
Connecet-2-Tomorrow projecet, which connects chronicully {1l youngsters at the Blair E. Batson Hospital
for Children at the Unmiversity of Mississippi Medical Center. Using e-mail and video conlerencing, these
patients arc still able to keep up with their classmates and classcs even though they're hospitalized or
homebound. Last year, I had the opportunity to mect some of the young people who are personally
benefitting from your work with this program. You are the visionaries; I'm just a bureaucrat with a
checkbook!

In addition to TI1AP, the Administration has also fought hard to establish and preserve the
education-rate, or "e-rate," program. This program provides a discounted rate to schools and fibrarics for
Internet access, telecommunications services, and equipment to connect to Internet. This fiscal year, $1.9
billion has been appropriated for e-rate grants; $427 million has already been released in three waves of
grants. The Administration has also developed several grant programs - such as the Technelogy
Innovation Challenge Grants and the Technology Literacy Challenge grants - (o assist schools that are
incorporating new technologies in their curricula.

As the President noted in last week's State of the Union address, "we are well on our way 1o our goal of
connecting every classroom and library to the Internet.” In 1994, only 3% of US classrooms had
computers. according to the National Center of Educational Statistics. The most recent study by Market
Data Retrieval has found that, in 1998, 85% of schools and 44% of all classrooms had Intemet access.
This study also found that the 12-1 ratio of students to computers i 1993 was down to 6.3-1 in 1998.
Many of you here have had a pari in helping us make these tremendous strides.

Remaining Challenges

Many challenges, of course, still lic before us. First, we need to make sure that, as we conneet schools
and libraries, it i5 done on an equitable basts. By the last official count, only a little more than half of
rural libranes offercd Internct access. Classrooms in rural and predominantly minority public schools
were also nearly three times less likely to have Internet access as those in wealthy schools. The e-rate
program currently gives priority to the neediest schools; but we need to be sure that this program, and
others like it, succeed in reducing disparities among schools.

We also need to galvanize our rural communities and inner citics 1o hold "Net Days" to wire local
schools. Imagine how many more rural communities and minority students could access the Internet if
every Lions or Kiwanis Club, every church, and every civic and soclal organization adopted a school
and held o "Net Day."

Second, we need to focus on teacher training. [t is one thing to have computers in the class; it is another
thing 1o ensure that they are used in a meaningful way. The recent Market Data Retrtevat study
uncovered some disturbing news, [t found that, cven though classrooms may have computers, a large
number of teachers are not using the Internet for teaching. Only 14% of schools surveyed reported that
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90% or more of teachers use the Internet for "instructional purposes.” Clearly, our challenge now is to
train teachers 10 successfully integrate new technologies in the classroom.

We must also explore the most effective ways to use new technologies in class. | was struck last fall by
several articles discussing the largest study to date, conducted by the Educational Testing Service, on the
usc ol computers in helping students lcarn, The Wushington Post's headline read "Study Faults
Computers' Use in Math Education.” The New York Time's headline read "Computers Help Math
Leuming, Study Finds." The headlines appear contradictory, but both werc accurate. The study found
that, if uscd certain ways - such as through repetitive drills -- computers actually lowered students'
performance on math tests. But if used io illustrate abstract concepts, computers were found to improve
students' scores. Teachers need to learn which methods work, and which don't.

Over the next ten years, we will have two million new teachers entering the work force, who will neced
training in incorporating new technotogics. The Administration has allocated §75 mullion in its FY 1999
budget (o help with these training efforts, Other efforts, such as requiring cvidence of such proficiency ut
the state level, would help us ensure that our teachers are putting technologies to the best use in class.

Third, we should be focusing on the inclusion of «ff students in technological traming -- espectally girls
and minorities who are underrepresented in the high-tech ficlds. According to recent studies, minority
and female students are less likely to choose computer science as a field of study or to find
computer-related jobs. A report issued last summer in by Virginia's Fairfax County School Board, for
example, found that girls make up only one-third of the students in computer science courscs and that
women compose only 25 perceni of the information technology work force.

Minoritivs are similarly underrepresented in these arcas, According to the Bureau of Labor Statistics,
only 7.2% of computer scientists in 1996 were African-American and 2.6% were of Hispanic origin. In a
more recent survey in Silicon Valley, the San Francisco Chronicle found that staffs at the leading 33
companics were only 4% African-American and 7% Hispanic, even though Blacks and Hispanics
respectively make up 8% and 14% of the area's labor force.

We must reverse these trends by mspiring girls and minority students to join computer classes and
pursue math and science. Our chitdren should know as much about Bill Gates as Kobe Bryant, and as
much about Michael Dell {whose net worth increases by at least $100 million a month) as Michael
Jordan (who earns $100 mullion a year). They need to learn that 15 hours in front of a computer per week
is tar more likely to lead to a lucrative carcer than 15 hours on the court. Only if we lay these
foundations early on, can we pave the way for these students to explore profitable high-tech careers
down the road.

Finally, [ want to stress the importance about thinking "outside the classroom.” As important as it 1s to
wire our schools, we also need to reach out to other communities through public facilities. Some of our
students, and certainly many adults, arc more ]ikcly lo learn dbOLll computers in community centers or
after-school clubs.

For example, one of the many successes we've scen through our TIIAP program is a program in Cast
Palo Alto, California, called "Plugged In." Even though Silicon Valley is closc by, students in East Palo
Alto have had little opportunity to learn about computers. The "Plugged In" project, however, is
changing that story. "Plugged In” operates a community aceess cenler with computers and [nternet
access. Students drop in after school 1o take computer training courses or 10 use the Internet. These kids
have now cven learned how to operate their own business by designing web pages for local businesscs.
This program, and others like it, are increasing the chances of employment, or even scif-cmployment, for
the youth in the neighborhood, Plugged-In provides a valuable model for alternative ways to reach out
to, iand excite, our vouth in new technologics,

Conclusion

We have many opportunitics and chullenges ahead of us. But all of us must continue to invest the time
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and encrgy to bring our children into the technological age. Author William Gibson has been quoted as
saying that "the future has arrived; it's just not evenly distributed.” As we move into the digital world,
we cannot afford to fet technological literacy become unevenly distributed, or to become a nation
divided between "information haves” and "informatton have nots." Those of you in thts room are making
a significant contribution towards bridging that gap, and I took forward 1o working with you in the
future to bring the benefits of the digital age 1o ¢/l of America's children.

Thank you.

Sof3 ‘ . HITAOL12:15 PM



L_u¥

22‘- 1299 3rd Florkla Commnications Policy Symposium hutnHwww nliz doc.govianshamespeochesfin 2 1858 bt

*Defining Government’s Role in the New Telecommunications Landseape™
Remarks by Larry Irving
Assistant Seeretury for Communications aad Information
National Telecommunications and Infornution Administration
U.S. Departmoent of Commerce

at the
Third Annual Flerida Communications Policy Sympasium

Talinhoassce, Florida
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Crood morming. [f's a pleasure to be here in sunny Florida, and to see my good friend Jolia Johmson
again. Being here today with Chairman Gareiz and former Chairman Johnson -- two power hitters - is
Hke having Mark McGuure and Sanimy Sosa in the same Hneup,

Last week was a week of reflection for those of us in telecommunications. Some were asking whether
Tinky Winky {ol“ Teletubbies fume} is reully o socielal menace . . . On the more serious sido, many of i
were assessing the ipact of the 199¢ Telccommunications Act as it reachod s third anniversary. We
have been exploring whether the Act has, in fact, changed the telecommunications landscape, and
whcther consumers have been affected by these changes.

Three years afier the Act's passage, it looks us though the ball 1s finally now in play. The
telecoonmunications ficld is changing, and Americans are boginning to feel its bonefits. With these
developments, state and federal governments wili need to play new roles - the subject P'd like 1o explore
today.

The Changing Paradigms in Teleconmunications

There is no denying that we have entered an ora of paradigm shifis in telecommunications, To begin
with, the traditional monopoly strueture is giving way to a competitive marketplace. In 1993, Presidernt
Clinton and Vice President Gore articulaied their vision for a National Information Infragtructure (or
NI, which would be based on private investnent, competition, and open access. Today, we wre indeed
fulfiling 1he objectives of the NI agenda: competition is lowering prices, spurring the expansion of
facilitics and services, and promoting new investment and job growih.

According 1o s "Progress Report,” released by Scorctary of Commerce Williany Daley last week these
developments are occurning aeross all sectors of the telecommunications industry. Long-distance rates
are hatf what they were belore we saw conmpetition with AT&T. Wircless rites have plunimneted, and
subscribership has soared, because of the many new players and products in the wirgless market, Some
wireless providers now have plavs offeriog 10 cents o minute, anytime and anywhere. And many are
offering new services, such ag caller 1D, pagers, and voicemail. These are all the Truits of competition,

And the Telocommunications Act of 1994, intendad to end the Jocal telephone monopaelics, has opened
the door fo locul ielephone compelition. Many customers - particulurly business customers - now have
choice in local telephone provider and are seiecimg among new services at lower prices,

As we near the end of the 200 centary, we are also witnessing another parndigim shifts the development
of the "Information Age.” Today, more peeple are going onling 10 gef thetr news, weather forecasts,
listen to music, make purchases, and gven make ;}iwnc calls. The nuntbers alone tol] the story. In 1993,
there were fewer than 100,000 Internet users; today, there are aver 130 million worldwide. Five yowrs
age, there were I million Intornet "hosts™, taday there are more than 30 milhion hosts,

In 1993, very fow thought about making money through onling transactions. In 1997, there were 83
billion in online retail sales. And the Department of Commarce announced tast week that that amount
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tripled in 1998 - 10 §9 billion in onlime retaid sales. By some estimates, consumers speut 38 biilion
during the Christmas season alone. By vear 2000, consumer ouline purchases could be a $30 billion
business,

The “fuforoation Age” has also given rise to an “Information Economy.” American compantes - almost
without exception - are increasingly relving on information scrvices. And a growing portion of
companies today are offering information services. In fact, over g third of real gross domestic product
growth in the past three years have come from information technology industries. The information and
telecommunications industries are expeacted to coniinue to fuel Ammcas econemic growth, each
nrojecied 1o grow ancther 8% per yvear.

The New Challenges for State and Federal Governmoent

These paradigm shifls - the rise of competition and the informalion sector - are presenting new
challenges for state and federal governments. With the new competitive marketplace, we now have new
gouls. First, we need to facilitate competition and easure that new compedilors reaily can enter the
market. Our business is no tonger about regulatton, but the elinination of regulations. In fact, if we'do
our jobs right, we'll have worked oursclves right out of our jobs n a few years tme!

We also need to be sure that the benefits of competition are shared by aff Amencans - not just by
Businesses or urban homeowners, but by ruryd residents and the cormer shop owner, Florida's efforts to
make multi-tenant environments (MTEs), such as apartment butldings, accessible to compeltors s an
excellent step in the right direction, Let me applaud vou for that decision, By prohibiting landiords from
sclecting a single provider, tenants will now have reasonable access o the telecommunications company
of their choice.

We will need to focus on bringing competition to all geographic areas - whether in concentrated, urban
cenlers or remote towns. In Flonda today, for example, we are seeing competition in FU, Lauderdale,
Jacksonville, Miami, and Orlando. Jdeally, the Telecommunications Act should make it possible for
every home and community to have a choice in telephone, Intetnet, or cable provider. And we have to
make sure that wherever Americans live, be it in rural, suburban, or inner City arcas, that they reniain
connected through universal service programs.

The emerging Information Age is presenting its own set of challenges. States and federyl governiments
alike will wani to support the rapid growth of the information scetor. This means, for one thing, ensuring
that our youih and adulls are adequately trazned in high-tech skills so that they can take lucrative jobs
with software companies and high-tech manufacturers. Remember, neariy 350,000 ol today's high-tech
jobs are unfiiled bueause con pantes cannot [ind skilled omployees. 1 us & to l‘c the case that people
moved 1o where the jobs are; now, because of the existing skills delicil, companies are moving 0 {ht:
arcas with the skills.

A well-traimed workforce could mean new business for a community. As Secretary Dalcy said recently,
"The hot spot {or technelogy is bevond Silicon Valley, in the 21¥ contury, 10 be economically
competitive, every lown must be technologically sophisticated.” My experience is that communities with
high-tech sm;cms have two things in common: the right techiicul education and the infrastructure. That's
trie, not only of Sificon Valley, but also for Austin, Boston, D00, sad Redmond,

We also need o encovrage the rollout of broadband netwarks so that miore Americans ¢an access
mformation services. The demand for broadband services is growing at a remendous rate « over 1080%
per vear according to MCI WorldCom. Americans are consuming more sophisticated services today than
gver before. Witness the turnowt of 1.5 nitllion people at "Victonia's Secret” onling fashion show, or the
numbers of teens using MP3 to download music from the Net,

To get these services, we will need faster, bigger pipelines. To quote The New York Times, the difforence

between & high-spoxd br&a«z%bmd conncotion and a regular phone conncelion is the di ‘iemnea Betweon
"Speed” and "Driving Miss Daisy.” .
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While we wunt to encourage the buildout of broadband services, we also need to do it in a way that
includes «ff Tamilies and locations. [n NTIA's July 1998 study (which we will be updating this summer),
we found that some 80% of all households still do not have Internct access. These [igures arc even worse
in rural arcas and for minorities, Nincty-one percent (91%) of Hispanic-Americans, 92% of
African-Americans, and 98% of the rural poor, do not have Internet access at home. These families
cannot e-mail their Congressman, follow news breaking events online, communicate cheaply with
distant relatives, or find the thousands of jobs that are posted only on the Net. If we let this "digital
divide" persist, significant portions of Americans will be left out of the Information Revolution,

Meeting the Challenges through Partnership

Numerous tough and exciting challenges lie ahead, and we can mect them head on if we work
collectively -- through federal/state partnerships. None of these challenges are brand new. Federal and
slale governments have been thinking of ways to promote competition. We've been experimenting with
wiays to extend service to 1inner cities and rural Americans. And, we've been thinking about how (o

educate our youngsters and our communities for the jobs of the 215! century.

We will make greater progress on these issues, however, if we work together in gencrating 1deas and
implementing solutions. We all have limited resources, but with coordination we can make these
resources go further and achieve greater results. States have served as the labs of innovative ideas and
solutions. They cuan learn [rom cach other by sharing their "best practices,” and the [ederal government
can learn {rom states about what has, and hasni, worked. .

For example, 1 am hopeful that the recent Supreme Court decision upholding the FCC's interconnection
order will foster renewed cooperation. For the last three years, we have been living with uncertainty over
what the Act requires and who has autherity. Incumbent companies have been playing a game of stall
ball, where the team with the lead late in the game keeps the ball away from the opponent.

The recent decision should put an end to this stratcgy and create greater certainty surrounding the
jurisdiction and the Act’s obligations. Such resolution should unlcash new investment by competitors
and incumbents alike. That's not to say, however, that the last three years of innovative thinking and
policy-making by states should be ignored. The states have been laboratories of democracy and of
technological innovation, and commissioners such as Bob Rowe, Julia Johnson, and Chairman Garcia
can teach us a lot. t hope that when the FCC considers new pricing rules, it will look to the states for
guidance and insight and will work with states to generate new policy.

Similarly, we can learn from cach other about transitioning to an Information Economy. There is a
wealth of programs throughout the country designed to train and prepare citizens for the high-tech
future. Some states are already experimenting with tax credits to attract high-tech firms to their area.
Other states are focusing on teaching high-tech skills to prepare today's students for tomorrow's jobs.

Tests arc now showing, for example, that integrating computers in classcs really can make a difference.
But, teachers need to learn how to incorporate these new technologies in the curriculum. On the federal
level, the Administration has allocated $75 million in its FY 1999 budget to help with teacher training
cfforts. Several grant programs - such as the Technology Innovation Challenge Grants and the
Technology Literacy Challenge grants - are also assisting states and school districts that are
incorporating new technologics in their curricula,

States arc also generating a number of innovative programs in this area. Florida's legislature has put
lottery funds to good use through technology grants for schools. Other states are also developing a
variety of tcacher training programs. These include a curriculum-focused training program for nearly
1,000 teachers 1n Rhode Island, and a web-based program for 15,000 teachers in Tennessee.

With this range of innovative programs, we should be learning from each others’ experiences. NARUC
has alrcady come up with a usclul method: it has been collecting information from states on their "best
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praciices” in implementing the 1996 Telecommunications Act. i plans to releuse the results of this
survey al its Winter meeting next week so that states and Commissioners can hear sbout sbeeesses
clsewhere. There i3 no reason that a “best practices” databank would not be equally useful in other areas:
for teacher training programs, education technology efforts, or other siate offorts to attract high-tech
CONTITRUICE, .

Covrdinating Efferts to Connect Communities

Finally, we also need to coordinate offorts to ensure that all Americans have access {o our
telecommunications resources. The concept of universal service - that s, conneeting all Americans - las
been at the haart of our elecommunications policy Jor 60 years. The Telecomniunications Act of 946G
has pow made that goa) expbolt, and 1ssued & clear mandate to states and the FCC to take necessary sleps
to meet that geal. Under Commussioner Johnson's excellient leadership as State Chair, the Federal-Sudte
Joint Board on Universal Service has made considerable progress in recommending meuhamsms to
connect gl Americans.

Many stafes, including Florida, are also contributing to thesce efforts. } commend the Florida PSC for
deveioping u Lifehne Assistance program, which will help low-income residents afford telephone
service. And suppont for bigh-cost areas will help connect the rural, insular, and high-cost urban areas. 17
wo successhully tniplement these programs, elephone service should be available and affordable to all
houscholds,

Today, however, we need to do more than provide basic telephione service; aceess to mformation
services is olso becoming eritical. [started out by talking abowt new paradigms. Six years ago 90% of
the traffic over cur nalion's netwarks was veiee iraffic. '?Gday, the traffic is half voice and half data, Four
years from now, many predict it will be 0%, votee and 20% data,

As Vice Presidunt Gore noted rovently, "with] 52,000 more Americons logging on for the first time
cvery single day, the Internet is remaking the way we live, the way we lears, the way we work.” Accoss
to data services s now key to operating a business: Travel agents are going online to check ticke
availability, car dealers are o- zmlimg their requests 1o the manufacturer; evean catile ranchers use the
Internet 1o participate in virtual "cattle sales” and to check the catile futures market 1o determine when 1o
scll. This is not to mention the doors that are being opened through distance leaming programs,
telemedicine, online lihraries, and online job banks. And who knows how much of our work, leisure
activity, and information will rety on sdvanced services in the next century?

Steie and federal governnents will need to grapple with the tplications of our soaring data use. Do we
regulnie data traffic the same way? How do we spur innovation and wvestment? How do you avai id mew
MONopolics?

Another criticel issue is encouraging companies to build out broadband notworks that can deliver this
traffic at high speeds. The Clinton Administration has long believed that the most effective method to
pramate these investments 18 through competition. Competition las indeed produced results: we are
seging more {iher, more cable modems, and additional digital subscriber [ines installed overy day,
Nevertheless, not all communities will have high-speed networks impediately. In the meantime, state
and foderal governments must develop ways to spur the deploymient of broudband networks and to malke
wHornation technology avatiable 1o underserved communitics.

Encouraging the rollout of broadband networks may require putting In place a new set of incentives. In
the cwrrent 700 procesding, the FCC s cenkidumg whether the Bell Operating Compamm (BOCs) have
the ¢ z;z;}fa}pm ¢ incemives o depioy digital subscriber lines. The BOCs have alleged that the current

,reguinlory structurg daamumbes this :}Lzzido " because the BOCs would be required to share those fines,

NTIA has filed gommenis proposing several atiens 1o the exisling regulations that we belicve
will promote groater cezzzpemzen and lead 10 ti']z., more rapid deploynient of high bandwidth services. In
the same proceding, we have also supported the FCC's propas&] to creale a federal model for
cotlocation and local loop arrangements, We agree that such o model would create certainty and
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therefore spur competition. NTIA has reecommended, however, thet the FCC look o the rich experiences
of state Public Scrvice Cotmissions and rely on the "best practices™ in this fiekl,

Anather issuc we are now considering is whether rural incumbent carriers will build high bandwidih
services in rural areas. U.S.WEST, for cxample, has claimed that 1 s oo expensive to build out service
to rural areas within the existing L.ATA boundaries, This carrier has petitioned the FOC 1o either Hift the
ban on interLATA data carriage or redefine LATA boundaries to encompass broader territories,

We need to give serious thoughi to this proposal. At present, we have little evidence regardmg service i
rural aress. 1 am also concerned that the requested rcltcf' would undermine mynlu‘:m*t provisions of the
1996 Act. And, even if the FCU grunted such rel 1{:2‘ we have no guarantees that rural households - and
not just businesses - wounld obtain data services. | therefore hope that federal and state governments wil!
collaborate in considering whether such rehiel is necessary, or whether other types of incentives could
achieve the same ends. We nught consider, for example, whether lowscost logns in return for
modemization -- akin to RUS's state modernization plans - would better meet rural needs.

I also hope to coordinate with stales s we develop progranss te bridge the gulf between the "information
rich” and "informaton poor.” As yvou know, the Chion-Core Administration has made i1 a priority to
connrect winderservad conununitios 1o the nation's mformation infrastruciure. One program we bave
fought hard (o establish and protect is the educationrate, or "e-rate,” progrant in the '96 Act. This
program provides a discounted rate o schools und fibrarios for Internet access, telecommanications
services, and equipment to conncet (o the Intemet. This fiscal year, over §1 hitlion in discounts has
already been committed to over 21,000 applicants. As a result, students across the nation are learning
essential computer skills, and conmmunities can access online mi‘amzau@zz at their focal libraries.

Another Adminisiration program, administered by NTIA, 1s the Telecommunications « 13; Information
Infrastruclure Assistange Program (THAEY THAP provides matching grants to non-profit and public

entities using new lechnolegies to reach underserved communities, This year, several TIIAP projects in
Florida are providing valuable models to demonsirate the power of new techaologics,

One project, coordinated by the state Depuartnent of Agriculture and Consumer Services, is helping fire
officials fight fires through a computer mapping systems, This system, once completed, will include
weather information and a digital map of current fives, bumn permits, and fire fighting resources. This
information will help a fire offtcind tell whether it is safe to graot a burs permit for 8 particular are, or
whether {ire fighting resources should be relocsted, THAP is also funding @ projeet 0 extend legat
services o four large, rural countics in Central Florida, Low-income communities witl be ablc o
communicate with Florida Rural Legal Services through websiles and video computers stationed in 18
public libraries areund the counties.

These projects are extending the reach of data services o new communitics. Obviously, many other siate
sond Tederal programs are trying (o allain the same goal, Some states, in fact, are now replicating THAP's
grant program, or developing similar funding mechanisms 10 sopport yet mere projects around the
country. Qther states, including Florida, are supporting efforts o connect schools and bibraries. Florida's
school districts have wvested significant Lime and movey to detenmiue their technology needs and fife
grant applications. And who can forget the "barnwraising” efforts of Florida's citizens on Net Days to
conpect classrooms w the Interuet?

Under Commissioner Johnson's leadership, Floridi made significunt strides in promoting universal
aveess. We now look forward 1o working with Chalrman Gareia to continue Florida's efforts {o bridge
the "digntad divide”

Conciusion

As we strive 1o conpoel pur canmmunities, let's not forget what telecommunications and information
teehiology 18 really all about, 163 sbout miore than commeree and Nnance, the number of items sold over
the Net, or the ereation of a new fortune, What 1ts really about is enriching the personal and cultural
lives of Amerigms,
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Thirty ycars ago, Robert Kennedy reminded us that:

Too much and too long, we seem to have surrendered community excellence and
community values in the merc accumulation of material things. Our gross nalional product,
now, is over eight hundred billion dollars a year, but that GNP - if we should judge America
by that - counts air pollution and cigarette advertising, and ambulances to clear our
highways ol carnage. . . .

Yet the gross natienal product docs not allow for the health of our children, the quality of their
cducation, or the joy of their play. It docs not include the beauty of our poetry or the strength of our
marriages; the intelligence of our public debate or the integrity of our public officials. It measurcs
neither our wit nor our courage; neither our wisdom nor our learning; neither our compassion nor our
devotion to our country; it measures everything, in short, except that which makes life worthwhile. And
it can tell us everything about America except why we are proud to be Americans.,

Bobby Kennedy got it right in '68, and we can get it right today. We know that it's important {o connect
communities so thal they can get health care information. We know the excitement of schoolchildren
when they sce real-life depictions of the pyramids. We know that new technologies are about the ability
to participate directly in a political poll or discussion, at the click of a mouse. None of these arc part of
clectronic commerce or included in our GDP, but every one is reason why should be excited about the
[nformation Revolution and what we arc doing here today. These are the developments that go to the
corc of what makes America truly great. .
[ thank you for what you are doing on the state level, and look forward to coordinating our federal and
state cfforts in the future,
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“Accomplishing the Objectives of the 1996 Aet”
Remarks by Larry frving
Assistant Sceretary for Communications and Information
National Telecommunications and Infoermation Adminisiration
U.S. Department of Commerce
at the
Practising Law Institute {(PLI)
Telecommunications Policy and Regulation Conference
Washington, D.C.
December 10, 19588 ‘
Good moming. H's a pleasure to be here at the 16th Annual PLI Conference,
and | want to thank Henry Rivera, Dick Wiley, and Clark Wadlow for inviting me o join
you this mormning. ‘

As | prepared to speak to this roomful of lawyers on telecommunications issues, |
was a reminded of a joke;

A surgeon, an architee! an 8 lawyer are having a heated barroom
discussion conceming which of their professions is sctally the oldest
profession. '

The surgeon says; "Surgery 1% the oldest profession. God took a rib from
Aduim 1o create Eve and you can't go back further than that” '

The architect says: “Hold on! In fact, God was the first architect when be
created the world out of chaos in 7 days, and you can't go back any
further than THATIY

The lawyer pulfs his ciger and says: "Gentlemen, Gentlemen...who'do you
think created the CHAQS?IY

~ When you think about the {elecommunications market today, some would say
this market also appears chaotic, | believe it is a good chaos, 4 creative chaos:
companies in the same sector are competing against each other, and those in different
sectors are offering competing services. Many lawyers, maybe even some of you here
in this ronm, helped create that chaos,

Sadly, one of the key lawyers - perhaps the key lawyer - who helped creafe this
chaos died two weeks ago -- William Baxter. Bill Baxter, the formar Assistant Attorney
" General for antitrust, was my former law professor and also was the antitrust professor
for Anne Bingaman, his successor as head of the Antitrust Division, |t was Baxter who
presided over the break-up of the AT&T monopoly fourteen years ago. He insisted,
despite the protests of the Secretary of Commerce, Secretary of Defense, and even



President Reagan, that long-distance competition would come about anly by divesting
the regional telephone monopolies frorm AT&T's long-distance monopoty. Thanks to his
higtoric and landmark settlemert with AT&T, we now have competition in the
long-distance industry and independent regional Bells, Many of the issues we will be
addressing at this conference today exist only because the framework he helped
create,

it is therefore & great tragedy that, as one of the founding fathers of our current
telecommunications framework, his death largely went unnaticed in this city,
Nevertheless, he has left us a significant legacy through his passion for competition and
open markets. |1 is even fair to say that the global revolution we have experiencad
would not have happened quite so quickly were 1 not for this legacy. Professor Baxter
continually asked whether a combination or merger was anticompetitive, or whether i
served the consumer. As the Administration develops telecommunications policy, and
as my colleagues in the Adminisiration consider mergers and combinations, our focus
should continue to he on open markets and competition. These are the questions we
should also be focusing on now, as we begin this two-day seminar.

'Competz‘tian - Three Years Later

And how are we faring in creating an open market and competition nearly three
years after the passage of the 1888 Telecommunications Act?

On the one hand, we have seen remarkable growth of the Internet and data-based services
resulting from an open, unreguiated approach. The vibrancy, the creativity, and the unparailelod
encrgy that we have sesn in thig sector of the industry is testimony o the power of an
warestricted enviconment. Today, over 76 million Anencans aod neardy 150 mitlion people
worldwide are using the Internet. This will be the first “lnternet Christmas” for many with a
trebling or quadiupling of on-line sales expected from last vear to this year. By some estimaics,
we will be purchasing 31 trillion of goods on-line 1n the next several years. We are listening to
music through Real Audio, watching live foatage on CNN.com or ABRC.com, bidding against
each other through on-lHne avction houses, and buying our stocks on-line. Three years ago, we
would never have imagined that the Internet would have so profoundly changed our culture.

In the Chaton-Gore Administration, we believe that it is through an uefeitered, open
market that the greatest investroent and innovation oceurs. The Administration has forcefutly
advocated regulatory forbearance domestically and intermationally a8 the Internet and new
networks develop. For example, Interaet {or IP) telephony now provides a cheaper option for
making telephone calls. Had the ULS, government decided to regulate 1P telephony, as some
telephone representatives have requested, companies might not have been willing o make the
millions of dollars of investmenis to imprave voice serviee aver the Net. By permifiing
companics o experiment in an unregulated environmicnt, we arc now beginning 10 see the fruits
of thelr technologieal innovation in all areas of the Internet. '



The Tclecommunications Act was intended to create the same open, competitive
environment i the elecommunications industry as well,  In jocal telecommunications,
however, competition has arrived more slowly. We don't have the level of competition
that consumers deserve. In 1995, Bill Baxter wrote in a letter to Congress that “[wle
should not fall into the trap of thinking that just because local competition is imaginable,
it is already here, His not here. [Uis not even close.” The same statement is still true
today, even three years after the Act's passage. ’

We are indeed seeing an increasing number of competitive focal exchange
catriers {CLECs), many of whom are contributing to the buildout of advanced networks.
That development is encouraging, and imporiant. Nevertheless, CLECs still have not
captured a significant share of the local, residential market. Incumbent LECs still
control mare than 895% of the local market today, as measured by total local service
revenues. And, by some estimates, incumbents still control more than 97% of the local
access fines.

As 2 resull, while the Telecommunications Act was intended o creale choice and
lower prices for the consumer, i appears that the only person benefitling today is the
high-end phone user and business customer. The average customer still doesn't have
a choice in local provider or lower local telephone bills. And that simply is not
acceptable.

The Stalt Balt Approach

There are a number of reasons why we still have nol felt the full benefits of the
1896 Telecommunicalions Act. First, for too long, many companies have been caught
up In agame of stall ball. In the baskethall world, the NCAA cutlawed the stall ball
strategy, where the team with the late lead in the game keeps the ball away from the
opponent. In the local telecommunications market, on the other hand, that strategy still
reigns. The BOGC or ILEC that has monopolized the local telephone service market can
still do so by refusing to engage with the opposing team. By making  difficult for a
competing provider to interconnect, or t¢ obtain the elements, services or the
information it neads, the incumbents are mainiaining the control of the game.

Lacal competition is critical if we want to reduce the costs of telecommunications
for the average consumer, If a CLEC is beginning to offer advanced data services, you
can bet that it’s going to undercut the current price of those services offered.by the
incumbent. Competition is also critical if we want to spur providers to build out their
natworks (o meet our country’s growing data needs. These services, {0 date, have
been largely provided by information technology (IT} companies. A regent report on
Marketing Telecoms to Small and Medium-Sized Businesses found, for example, that 1T
companies, not the {elephone providers, are successfully providing network services for
this fast-growing sector. But, as long as the incumbents remain a monaopoly, we will not
see the level of imnovation and investment in our networks that is so urgently needed.



Another factor that has stalled the successful implementation of the
Telecommunications Act is litigation. Now, | love lawyers . . . . Some of my best friends
are lawyers. But we've seen enough litigation. Companies have spent billions of dollars
in legal fees challenging the interconnection agreements they have signed, FCC orders
implementing provisions of the Act, or provisions of the Act itself. Over 150
interconnection agreements have been challenged in district court, by either the
incumbent LEC or the competing carrier. At least twenty rulemakings or orders
implementing the Act have been appealed. And various carriers have raised facial
challenges against provisions of the Act, including a challenge to the constitutionality of
the Act itself - by those who lobbied Congress to pass it to begin with! As a result, we
are still waiting - nearly three years later -- for significant provisions of the Act to be
interpreted by the courts. Meantime, companies faced with such uncertainty are often
reluctant to move forward. And, investment capital is not deployed to the benefit of
competitors or consumers,

These strategies of delay have made it difficult for competitors to even enter the
game. As a Wizards fan, I've been upset by the NBA's lockout this season. But at
least | can still watch the ABL or college basketball. In the telecommunications market,
if there's a lockout, the consumer has no other options. Those companies that use their
size and their political and legal muscle to block competition might be inhibiting those
that are the fastest and maost innovative, or those with the best strategy for developing
networks or services of the future. Until the game is joined, we will never know who the
stronger competitor is. And we are tired about watching folks argue over the rulebook.

Towards A New Approach

Fortunately, there are indications that the tide is turning. Some companies are
recognizing that pro-active, creative steps and conciliatory action are necessary to
foster the pro-competitive goals of the 1996 Act. We continue to believe that the 1996
Act got it right. We just need companies to comply with its terms. Less stalling, and
more coliaborative thinking, will help us reach these ends.

| am pleased {o see that some companies are now thinking long and hard about
whether the resources devoted to litigation could be better spent eisewhere. ltis
gratifying to note that companies realize that litigation may not be the most efficient or
maost productive way to achieve results. Let me take this opportunity to commend
BellSouth on its decision two weeks ago to withdraw from the Fifth Circuit case on
universal service. BellSouth recognized that regulatory developments had reduced the
need to challenge the 1997 universal service order. The company also noted that it
didn’t want to be involved in a lawsuit that might damage a program providing
discounted services to schools and libraries. Its withdrawal was a bold action, and one
| hope other companies might consider.



We are also beginning o see more negotiation and collaboration in devising .
creative solutions. In the context of the 706 proceeding, for example, we have seen
several companies negofiate agreements. In this proceeding, the FCC is considering
how to promote the deployment of advanced network services by ILECS, and what type
of access ILECs must provide competitors to these services. Pramoting investment in
broadband networks is critical f we want incumbents to invest in new technologies, and
if we hope {0 connect more American homes and strengthen our economy.

Last month, we saw an ILEC — Amerilech — come fogether with a CLEC —
Nuorthpoint -- and begin to find agreement on key issues. And this week, we all learned
of a new proposal put forth by a coalition of other BOCs and several computer
companies. The coalifion negotiated a set of ten principles to accelerate the
deployment and access 1o data services, such as DSL loops. |n a letter to Chairman
Kennard on Monday, the companies presented these principles as a potential
resolution in the FCC's 706 proceeding.

We must look critically at this proposal to énsure that it complies with the key
provisions of the 1886 Act. Without addressing the merits, I'd like to commend these
pariies on their strategy of coalition-building and negotiation. 1 only wish that the
coalition had included all interested parties. The absence of the CLECs as parties was
striking, and we are now beginning to hear the reasons why they did not sign on,

| should also note that, yesterday, a coalition of Silicon Valley companies wrote
the Commission urging regulalory forbearance in regulatling emerging broadband
networks, parficularly for companies competing against incumbent telcos, Their
concern about the effects of overregulation on capital markets is fair and appropriate,
but must be halanced against the neesd to ensure that no player is capable of distorting
competition.

The approach of building a broad-hased coalition is nevertheless a sound onse,
Often, the parties affected by an agreement are far better than those of us In
Washington in determining what works, what doesm’t work, and which incentives will
encourage compliance with the law. If we can encourage more creative thinking and
negetiation, within the current legal parameters, | believe that we can more readily fulfilt
the goals of the 1096 Act,

Review of Mergers

Having talked about industry's constructive actions in implementing the goals of
the 1956 Act, I'd now like 10 lumn 1o the role of government in this regard. Open markels
and competition will be accomplished only if government plays an aggressive role in
reviewing pending mergers. Bill Baxter certainly did not believe that mergers per se
impeded competition, but he cautioned that government must look closely to ensure
that a merger does not foreclose competition.



These words of advice serve us well as we examine the ever-increasing number
of telecommunaications mergers., When the Telecom Act was passed, there were seven
BOCs and GTE. In a litlle gver a year, we have already seen mergers between Bel
Atlartic and NYNEX, AT&T and TCG, MCI and Worldcom, and SBU and Southarm New
England Telephone., This spate of merger activily has continued unabated. We are
now faced with mergers between ATET and TCI, SBC and Ameritech, and GTE and
Bell Atlantic. H the pending SBC-Ameritech and GTE-Bell Atlantic mergers are
approved, there will only be four major providers of local telephony, and the two newly
merged entities would control approximately two-thirds of the nation’s access lings,

We must be particularly vigilant as the number of maior providers diminishes.
Several of the merging companies have claimed that the combination is necessary so
that they can compete globally. While | see the merits of this argument, | have o ask:
At what point does such an argument no longer apply? When there are three BQOCs, or
two? Remember that, when the FCC issued iis order on the Bell Atlantic-NYNEX
merger, it cautioned that *further reductions in the number of Bell Companies or
comparable incumbent LECs would present serious public interest concerns.” We must
carefully evaluate whether we have reached that point.

Qur vigitarce is necessary whether we are dealing with telecommunications
mergers of mergers involving new technologies, such as the Intemnet. The Internet’s
chief virtue is its openness, its decentralized operations, and its democratic structure,
The Net is open 1o anyone with access to PU and proper software, Anyone canbe a
- publisher and put his or her own story on the Web, or sell a product {¢ the world market,
We therefore must guard against any merger consolidating ownarship over part of Net
in a way that could affect its openness or cantrol the content.

i am pleased that the Department of Justice, the FCC, and key members of
Congress are taking a serious look into these issues, The FCC is continuing its series
of en banc panels next week, which will raise diverse perspectives on the mergers.
Senators DeWine and Kohl have also been holding a series of hearings on the
elecommunications mergers and have commissioned a GAO study to determine the
level of competition in the industry.  This the type of critical analysis that we need.

Conclusion

The upcoming panels today and tomorrow will continue to shed light on the issue
of mergers and local competition. As we think about these issues, 1 encourage you to
think about these issues as Bill Baxter would have done. Some of ug look at a problem,
and decide what principles we should draw from it. He always operated from principle
and applied those principles to the practicat problem. In his speech announcing the
Muodified Final Judgment, Professor Baxter spoke of the need to eliminate structural
barriers to the emergence ¢f effective competition.



As we explore various issues over the next two days, let's remember that the
principles of open markets and competition should always be among our goals. These
are the principles that have promoted new services, betler technologies, and the
buildout of our infrastructure. These are the principies that have built Amertca into a
great nation.. Let's make sure, as we review any action or inaction, that these principles
endure.
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Implementation of the
Telecommunications Act of 1996

« Overview of the Telecommunications Act of 1996

For more than a decade, NTIA has advocated State and Federal action to introduce and to expand
competition in all telecommunications and information services markets, particularly markets for local
telecommunications services. The promotion of compeltition was also the centerpiece of the
Administration's Agenda for Action: The National Information Infrastructure (September 1993). Greater
competition will lead to lower prices and expanded choices for consumers, as well as faster deployment
of advanced telecommunications networks and services.

The Telecommunications Act of 1996 embodies that same procompetitive philosophy. NTIA has been
an active participant in proceedings before the Federal Communications Commission {(FCC) to
implement the 1996 Act. NTIA has also commented in related FCC proceedings to ensure that; (1) the
level and structure of access charges are compatible with the competitive marketplace that the 1996 Act
will create; (2) consumers have the information they need to make informed choices about the services
and prices available to them; and (3) telecommunications service providers do not misuse personal
information that they obtain from their customers. Finally, NTIA has worked to develop and to advocate
universal service policies that will ensure that all Americans will have affordable access to
competitively-provided telecommunications and information services.

NTIA Filings on LLocal Competition:

o Ex Parte Reply Comments to the FCC in CC Docket No. 96-98 concerning new standards for
determining what network elements local telephone companies must make available to
competitors on an unbundled basis.

o Letter to the FCC in CC Docket No. 98-170 expressing support for the FCC's Truth-in-Billing and
Billing Format proceeding.

» Letter to the FCC in CC Docket No. 96-262 offering proposals for reforming access charges.

» Letter to the FCC in CC Docket No. 96-115 concerning telephone companies' use of customer
proprietary network information (CPNI) and other customer information.

« Reply Comments to the FCC in CC Docket No. 96-115 concerning implementation of the local
competition provisions to the Telecommunications Act of 1996.

Recent Speeches, Testimony, and Reports Concerning the Telecommunications Act of 1996 and
Local Competition:

« Remarks by Larry Irving, And the Winner [s . . . at the First Annual Competitive Access
Conference, March 22, 1999,

« Remarks by Larry Irving, Defining Government's Role in the New Telecommunications
Landscape, at the Third Annual Florida Communications Policy Symposium, March 3, 1999.

« Remarks by Commerce Secretary William Daley on release of the Council of Economic Advisors
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Progress Report: Growth and Caompetition in U.S. Telecommunications, 1993-1998, Feb, 8, 1999,

Remarks by Larry Irving, Accomphishing the Obiectives of the 1996 Act at the Practicing Law

Institute (PLI) Telecommunications Policy and Regulation Conference, Dec. 10, 1998),

Speech by Larry Irving, Bringing Competition to Local Telephone Markets at Complel's 1998 Fall
Business Conference, Oct. 6, 1998,

Speech by Larry Irving, Voice on the Net: The Promise and the Challenge at the Fall ‘98 Voice on
the Net (VON) Conference, Sept. 17, 1998).

Speech by Larry Irving, The Next Waves 1o Wireless Techuologies at RAWCON 98, the IEEE's
Radio and Wireless Conference, Aug. 10, 1998).

Speech by Larry Irving, The New Telecom Landscape: In Search of Consumer Benefits at the
National Association of State Utility Consumer Advocates' Washington Telecommunications
Conference, Feb. 10, 1998).

Larry Irving's Opening Remarks, at NTIA’s Wireless Local Loop Foram, Dec, 17, 1997,

Speech of Larry Frving, Opportunities for Ontimisn , Dec, 12, 1997,

NTIA Hearings and Forums:

« Internet Telephony, Sept. 4, 1997, The forum focused on the use of the Interet to provide

telephone service. Speakers offered their visions for providing competitive 1elephone service over
the Internet. Participants debated the regulatory, technical, and economic issues and hurdles
associated with this technology,

Wireless Local Loop, Dec. 17, 1997, This forum examined the development of wireless
technologies that can provide a competitive alternative to existing local telephone scrvice.
Wireless technology may provide an affordable alternative to wireline telephone serviee in rural
and remote areas of the country whose residents frequently have limited or no service,

New Directions in Telecom, Feb. 4, 1998, Atthe final Advanced Technology forum, NTIA
Assistant Secretary Larry Irving chaired a roundtable discusstan of the relative success of the
Telecommunications Act of 1996, two years after enactment. Altendees included new entrants,
incumbents providers, and regulators, who discussed new opportunities and choices in
telecommunications created by the 1996 Act.
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DMMERCE NEWS

UNITED STATES DEPARTMENT OF COMMERCE

National Telecommunications and Information Administration - Washington DC 20230

For Immediate Release Contact: Morrie Goodman
Thursday, Octobar 12, 2000 {202) 482-4883
) Contact: Ranjit de Silva

{202) 482-7002

Art Brodsky

(202) 482-0019

COMMERCE SECRETARY MINETA RELEASES REPORT SAYING MAJORITY
OF HISTORICALLY BLACK COLLEGES ARE WIRED, BUT MOST STUDENTS
DO NOT HAVE READY ACCESS TO THE INTERNET

WASHINGTON- A majority of the nation's Historically Black Colleges and Universities
(HBCUs) have networks that provide connectivity to the Internet and the World Wide Web,
but most students do not have ready access to the campus networks, according to a report
Commerce Secretary Norman Y. Mineta released today.

Secretary Mineta released the report at a press conference attended by Reps. Edofphus Towns
(Democrat, New York) and Major Owens {Democrat, New York).

The study was conducted by the National Association for Equal Opportunity in Higher
Education under a contract provided by the Technology Opportunities Program (TOP) of the
Commerce Department’s National Telecommunications and Information Administration
(NTIA).

"The study serves as an important blueprint for support from the private sector and non-profit
organizations for digital inclusion of a community of over 350,000 students and future
leaders attending these institutions of higher education,” Mineta said.

"It is clear from the report that a significant number of our nation's historically black

educational institutions stand poised to make a digital leap into the 215! century," Secretary
Mineta said. "But they cannot make that leap unless they continually upgrade the networks
and connectivity so all students can have access to the technology that will prepare them for
the new digital economy," Mineta added.

"This study provides an important insight into the challenges faced by our Historically Black
Colleges and Universities in keeping pace with other institutions of higher learning in
providing students with access to information technologies vital to their advancement and
success,” Gregory L. Rohde, assistant secretary of commerce for communications and
information and NTIA administrator, said.

The study, Historically Black Colleges and Universities: An Assessment of Networking and
Connectivity, assessed the computing resources, networking and connectivity of 80 of the 118
Historically Black Colleges and Universities in the United States. (Study 1s available in .pdf
format, size=4.2MB) It represents the first comprehensive assessment of the technology
needs of these post secondary institutions that were founded prior to the 1964 Civil Rights
Act with the primary objective of educating African Americans.

On the lack of student accessibility to computer networks and resources, the study said
computer networks in a majority of the colleges are concentrated in administrative buildings
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rather than in classrooms and student dormitories. In addition, less than 25 percent of the
stikients bring their own computers to school, compared to nearly 50 percent of non-HBCU
students who own computers. Access to the campus networks and computer ownership
armong students are key to insuring networking and connectivity, the study said.

“Individual student 'on demand' access to campus networks is seriously deficient due to cither
the lack of student ownership of computers, lack of access from campus dormitories or
concentration of resources in selected locations,” the study said.

"Amaong the 80 HBCUSs, the Technalogy Assessment Study found their overall status on the
Information Superhighway as more postiive than originally assumed,” the study said. But @t
said an upgrading and improvement of HCBU computer networks was critical if the
institutions are (0 be competitive with other institutions in providing research and promoting
other educational endeavors.

While noting that the present degree of networking and connectivity at HBCUs was
reassuring, the teum that conducted the study raised concerns about a general lack of
strategics 1o upgrade and improve network systems.

"During this era of continuous ienovation and change, continual upgrading of networking and
connectivity systens s eritical «f HBCUs are to continue {o cross the digital divide and not
fall victim to it,” it said. "Failure 1o do 36 may result in what is a manageable digital divide
today evolving into an unmanageable digital gull tomorrow,” the study declared,

#H##

Naote: The report can be accessed throngh the digita divide web site: www digitaldividegoay
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