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DFFICE QF THE VICE PRESIDENT

WADTENOGTON

May 6, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: THE VICE PRESIDENT

SUBJECT: Rasponse to John Ahlen's lstter regarding NIST

You askead for my advice on how {0 respond to John Ahlen's concerns
regarding the new NIST Director and NIST's approach to small business. | attach Mr,
Ahlen's lefter and respond 1o the issues he raised as follows:

1. The new NIST Director will not understand the markeiplace and will not
be able to work productively with civiian lndustry because she ¢omes from DARPA
The new Directar, Arati Prabakhar, rose to prominence within DARPA for the stellar
way she managed a $100 million program. She is widsly respected in the elecronics
industry and in the civilian seclor for her work with dual-use technologies. Because
many of DARPA’S granis go to companies of between 2-10 people, Arati has had
considerable expsrience avaluating and working with small companies.

2. Someone unknown in the state technoloqy programs and not
knowledgeable about state delivery programs has a malor Hability, Arati will not be
working alone at NIST. She will be assisted by a staff very experienced with and
knowledgeable about state technalogy programs, In addition, the Commerce
Depantment expects to fill some of s {op technology positions with peopie from stale
technoliogy programs.,

3. The &%mamammcv does not like this appointment and will undermine
her. For too long, NIST has been an “inbox” operation. The decision to appoint Arati
reflects a decision {0 transform the NIST culture into one that aggressively reaches cut
to innovative businesses in order to create a dynamic civilian technology program that
can apply DARPA's focus and efficiency in the civilian secior wherg market forces play

- @ bigger role than in defense. Itis not surprising that the traditional NIST culture will

resist this somewhat, Mowever, there are many at NIST who are eager for this to
occur and Secretary Brown and Depuly Secretary Rollwagen are very szzppsnwe of

" Arati and the direction she wants to pursue.



X,

4. A career economist in the Advanced Technology Program did not
evidence any appreclation of the role of small businesses In_advancing technology and
creating jobs. It is unfortunate that Mr, Ahlen received a bad briefing from a carear
sconomist in the ATP program. Tha ATP program director, George Uriano has a
much better understanding of the role of small business,

While ATP funds many small business grants (in the last three years, 48% of
their grants went to small businesses as defined by SBA guidelines), there is stiil
much we can do to improve the flexibility in this aren, The Department of Commerce
i$ co-chairing, along with the Small Business Administration, g task forgce under the
National Economic Council to review small and medium sized business job creation.
in addition, | will request that Dr. Jack Gibbons speak with Ahlen {0 understand betier
his perspeclive on the Federal technology programs.
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HISTORIC PARTNERSHIP FORGED WITH AUTO MAKERS
AIMS FOR 3-FOLD INCREASE IN FUEL EFFICIENCY IN AS S00ON AS TEN YEARS
New Technologies, New Economic Oppertunities, New Types of Cars

WASHINGTON -- President Bill Clinton and Vice President Al Gore today joined
with the Big Three American auto makers to announce an historic new partnership aimed at
strengthening 1J.S. competitiveness by developing technologies for a4 new generation of
vehicles up io three times more fuel efficient than today's -- & technological challenge
comparable to or greater than that invelved in the Apollo project.

The agreement sets groundbreaking research and development goals for mdustry and
government engineenng teams, A model for the new partnership between government and
industry, this all-om effort will ensure that the ULS, auto industry leads the world in
technology, preserving and creating jobs and economuc growth, Rescarch projects will be
launched in thres categories:

o Advanced manufaciuring techiigues 10 make it easier to get new product ideas
into the marketplace quickly, for example, rapid, computer-based design and testing systems
and new automation and conirel systems that can lower produgtion ¢osts,

) Technolonies that can iead o near-term improvements in autamobile efficiency,
safetv, and emissions, for example, lightweight, recyclable matenals and cazatyszs for reducing
exhaust pollution; and .

¢ Research that could lead 1o production prototypes of vehicles cgzg_gbie of up 10
three times greater fuel efficiency, for example, radical new concepts such as fuel cells and
advanced enerpy storage systems such as ultracapacitors, to produce more fuel-efficient cars
that are affordable, meet or exceed current safety standards and retain the performance and
comfort available today. : ' N

This new partnership represents a technological venture as ambitious as any America
has attempted, ceordinating the ¢fforts of America's best scientists and engineers 10 develop
. ‘vehlcles it would have been hard o imagine even-a few years ago. Technologies previously
available only in the defense industrizs will help redefine what's possible.. America's national
laborarories and other research Tacilitiés will be able to ag;;ﬁy their expertise. But this is not 2
. government project with government goals. It allows Amefican business fo set'a path to meét
- ambitious objectives and define argas where government support can be most helpful.

#it



A NEW PARTNERSHIP FOR CARS OF THE FUTURE
Ensuring U.S. Leadership, Expanding Economic Opportunity,
Preserving Jobs, Protecting the Environment

Summary

This new parinership forged by President Clinton, Vice President Gore and Amernica’s
Big Three auto makers -- General Motors, Ford, snd Chrysler -- is aimed at strengthening
U.8. competitiveness by developing technologies for a new generation of vehicles up to three
umes more fuel efficient than today's. It is a technological venture as ambitious as any
Amaerica has ever attempted and a model for the new partnership between government and
industry envisioned by President Clinton. This partmership is an all-out effort to ensure that
the U.8. auto industry leads the world in technology, expanding economic opportunity,
preserving jobs, protecting the environment, and strengthening our eceaomic competitiveness,

The Big Three Auto makers and the federal govemment have agreed to ambitious
research and development goals for automobiles of the future. The long term goal s
development of affordable, safe, attractive, and dramatically more efficient automobiles, It is 3
bold statement of America’s commitment to environmental stewardship and environmental
protectnion -- not only in the United States, but around the world. Groundbreaking research
and devslopment goals for industry and govemnment engieering teams will be launched in
three catepories:

o Advmced manufacturing wchmm make it easier 10 pet ngw prodoct ideas
into the marketplace quickly, for example, rapid, computer-based design and t¢stng systems
and new automation and control systems that can lower production costs,

o Technolopies that van lead to near-ierm improvements i automebile efficiency,
safety, and emissions, for example, hghtweight, recyclable materials and catalysts for reducing
exhaust pollution; and

o Research that could lead 1o preduciion prototypes of vehicles capable of up to
three times preater fuel efficiency, for example, radical new concepts such as fuel cells and

advanced energy storage systems such as ultracapacitors, to produce more fuel-efficient cars
that are affordable, meet or exceed current safety standards and retan the performance and
comfort available taday

. This new parmérsizzg will coordinate the éff’arts 6f Amcncas best scientists and
éngineers 1o ‘develop vehiclés hard to imagine éven a fow years ago, It puts the principles of
the Viee President’s National Performance Review to vork, brmgmg together agenmes that
had no organized way of coordinating their research efforts to now work toward a common
poal, sharing information and avording duphcatlon ”I'ec%maiag;es previously available enly
the defense indbstries will help redefing what's possible. America’s national laboratories and
- other research facilities will be able to apply. their expertise, re-directing, xhe best talent in the
Us {ief‘ense zesearciz agemws to attack a peaceumc challenge ‘ -

- -



virtual design and prototyping from the Army Tank Command, and many other technologies
will be available for the project. These government facilities have enormous expertise m
technologies but lack practical understanding of what 1t takes to create and sell a vehicle. By
working closely with the U8, indusiry toward shared objectives, expernts 1n the defense labs
will puie a much clearer understanding of what is needed to design a practical car and experts
in the auto industry will gain a much clearer understanding of what is technically possible and
available in the enormous U.8. defense technology bass.

> Breaks wasteful gridlock gver auto issues. This partmership replaces controversy
with cooperation, breaking decades of gridlock between the industry and government about
the best way 1o ensure low automobile emissions and high safety standards. Today,
government shares with industry a vision of technology that can produce competitively priced,
high-performance, low-pollution, safe vehicles. This pasinership focuses government and
industry research efforts on the development of technological improvements that could meet
ambitious’ poliution and safety standards in a vehiclz that would preserve all the features
Americans expect from automobiles and light trucks.

The Partnership at Work

> Industry and government will immediately name teams of their respective
scientists to identify necessary research projects and establish priorities. Each research project
will be approved individually through a streamlined process.

o The projects will involve government and industry funding, the percentage of
which will vary from project to project, though it is Likely that more industry money will be
spent on projects with near-term, marketplace apphications and more goverment money will
be spent on niskier, fonger-term projects.

> This project wall not increase the government's total spending on research but
will guarantee that taxpayers get the most for their mongy by ensuring that federal research
projects, such as the ongs identified by the auto industry-government team, are of greatest
importance to the nation. ' ’

> The project wall be managed by an interagency team, consisting of the

- Departments of Energy, Defense, Commerce, and Teansportation, the Environmental
Protection Agency, NASA; and the National Science Foundation. It will be led by Dr. Mary
Good, Ejndarse#zréiary of C{}mmzme for T{:chnolow




PARTNERSHIP FOR A NEW GENERATION OF VEHICLES

The New Technology Initiative announced by President Bill Clinton and Vice
President Al Gore on February 22, 1993, 1s the basis for a new program joining the
President, on behalf of the Federal Government, and USCAR, a partaership of Ford,
Chrysier, and General Motors Corporation, in 2 unique research and development
effort. The goal is the development of commercially-viable vehicle technology that,
aver the long-term, can preserve personal mobility while further reducing the impact of
cars and light trucks on the environment, and reducing dependence on imporied
pewroleum.  Such a vehicle, that meets applicable safety and emission standards, and
provides the performance, affordability, and comfort the public has come to ¢xpect
from American autornobiles, can help assure world leadership for the U.S. industry.

This partnership between the government and the industry wiil permit
dedication of private and public resources to programs designed to achieve major
technelogical breakthroughs that can make traditiongl regulatory interventions
irrelevant.  The goal of the program is 10 develop a vehicle which could achieve fuel
gfficiencies up to three times today's comparable vehicle, while at the same time cost
no more 10 own and drive than teday's autornobile, maintain performance, size and
utitity of comparable vehicles, and meet or exceed safety and emission requirements.
This goal is established with the knowledge that it will require maximum effort on the
part of industry and government and results comparable to the Apolio Program or the
Manhattan Project while achieving manufacturing process breakihiroughs sufficient to
miake the vehicle compercialiy viable.

Throughout the research program, the indusiry commits io apply, as they
become commercially viable, those technologies resulting from the research program
that would be expected 1o significantly increase vehicle fuel efficiency, including -
unprovements in today's powertrains, catalysts, materials, and manufacturing
technologies and capacity for use of alternative fuels. But it is recognized that reaching
the goal of fuel efficiencies up to thrce times today's comparable vehicle may be
dependent on the development of revolationary pew approaches, such as fuel celis o
‘ rcpia{:z. the interpal {:z}mbustmn gngine.

The development of fuel cells, as well as pew generation battenics, ulira-
capacziers and other technologies may. be bcyond what is reasonatile and realistic to
_expect ¢ be achieved and it is recognized that the more radical the technology
necessary to reach this goal, the less certain its ‘achievement arxi the. mmmble in which
. it can be achieved, Nevertheless, the goal is to develop a concept vehicle during the °
1990z and a producticn prototype within approximately a decade. It is expecied that
government laboratories will make major contributions, concentrating on areas where
. _iechnology is unproven, and there is prcscmiy hmzw{i CONSUMLT dcmand az, aresult of
‘ the iow pru:f: of fue - "



PARTNERSHIP FOR A NEW GENERATION OF VEHICLES

A Declaration of Intent

SUMMARY

LISCAR, a partpership of Ford, Chrysler, and General Motors, is pleased o join with
the President on behalf of the federal government, in this Declaration of Intent (o
pursue a unique research and development effort. The goal is the development of
commnercially-viable vehicle technology that, over the long-term, can preserve personal
muobility while further reducing the impact of cars and light trucks on the environment,
and reducing dependence on imported petroleum. Such a vehicle, that mieets applicable
safety arxd emission standards, and provides the performance, affordability, and
comfort the public has come 10 expect from American autormnobiles, can help assure
waorld leadership for the U.S. industry.

SHARED VISION

On February 22, 1993, President Clinton announced a comprehensive pew nitiative
“Technofopy for America's Economic Growth, A New Direction to Build Economic
Strength,” intended to move America forward to a stronger economy, 2 cleaner
environment, more competitive business, more effective government, and technological
feadership in critical fields. As part of his initiative, the President focused on the U.S.
auto industry and he proposed linking the research efforis of the various government
agencies with those of the U8, auto manufacturers and working together to design
programs to develop prototype vehicles which reach the goals described below,

The U.5. antomobile industry has made a major comumnitment 1o research and
innovation in the past, and the results are visible in the increasing productivity of its
employees and plants, and ip altractive products offered at competitive prices arcund
the world. Looking to the future, the new challenges of international competition and
the costs of meeting increasingly stringent environmental standards can best be met if
government and industry work together to develop a new generation of aulom(}bilcs-

We have made ::{}zzszdcrablc progress in emlsswz}s -arud fuel economy, but rapid

- development of new technology is essential to pavc the.way for major further gains,.
Breakthroughs are possibke in bastc research in aréas such as combustion, i:ght—welght \

‘.materigis -and alternative sources of fuel, s :

Thix program rc;;resenis a fundamental change in the way government and indusiry .
interact — a shift to 3 new era of progress through partnership and cooperation to
address the nation's goals rather than through the confrontationat and adversarial
_relatzonghag} of the past.” This new pubiic pol ;cy of parmersm;; and cuo;}r:rauen w:ll



Both mdustry and governmens feaders agree that cooperation and combining resources
is the best way to make significant progress.  Industey will provide leadership in
identifying research opportanities that can meet the goals of this Initiative and in
producing and marketing new vehicle rechnologies once their commercial viability has
been demonstrated,

The federal government, working with fuel producers, will promote the acceierated
development and producuon of alternative fuels. The vehicle manufacturers, to the
extent practicable and appropriate, will ensure vehicle compatibility with new fuels.

RESEARCH GOALS

Fhe goal of this program is embodied in three independent, but related, research
tnitiatives. The first will explore technoelogies that improve the process of designing,
manufacturing, and producing vehicles, and that permit greater flexibility
incorporating new production processes and products. The second will develop 4 range
of technologies that improve fuel economy and performance and reduce the emissions
assoctated with conventional vehicle designs. The third will pursug development of a
revolutionary class of efficient, eavironmentally friendly, commercially viable vehicle.

The specific goals of these three initiatives are s follows:

{. Pursuing advances in manufacturing techniques that can reduce production costs
aigl product development imes for ail car and truck production. These
advances include such technologies as: use of high-speed computers for
efficient design and testing of products and components before they are
fabricated; advanced materials and material fabrication techniques, efficient,
flexible manufacturing equipment; and advanced scnsors and control systems 1o
optimize the performance of complex assembly and parts management.

These technologies are eritical to developing commercially feasible vehicles.
Advances in manufacturing technologies can ensure that new concepts can be
put into production quickly and with minimal detay. New production
technologies will enable the industry to make effective use of advanced
materials that can reduce production time, reduce sy, ncrease safety, .
increase recyclability, and increase fuel efficiency because of reduced weight,
Advanced dcsigzz and simu!étion can ensure,(){}zimum aer{xiynamic performance.

2. Pursuing advances in vehicies that can lead o rcreases in i etficxcmy of
standard vehicle deszgm Reseurch will focus on technologies that reduce the
.demand for energy from the engine and drive train {advanced materials,
.. . improved acrodynzmzcs improved tires, reduced friction), as well as lmpmved
o engine, and {mnsmtssmn efﬁciancy For cxam;ﬁe rcscarch wzi I focus on - )



achievement of the goals of this Declaration of Intent and to the rapid application of
any developed commercially viable technology.

While the relative proportions of government and private funding will vary depending
on the government program {if any) utlilized o support a particuar aspect of the
Initiative, and on the specific project involved, it is envisioned that there will be
significant cost sharing by industry and government. The proportion of federal funding
wilf be higher tor high-risk projects where the outcome is uncertain and that of indestry
funding wifl be higher for technologies with a ¢lear, near-term market.

Focusing research and development activities around these objectives will help maintain
the technical leadership and global competitiveness of the nation’s sutomobile industry.
It will secure and create U.S. jobs in this sector, which are 2 vital source of guality
employment and tax revenucs., The industry and government parties hereby signal their
comynitment to work together to design and carry out efficient, flexible rescarch
programs to achieve the goals of the Initiative. The federal government also hereby
intends to use the power of federal vehicle procurement 1o support the goals of this
Initiative, and to encourage state government and other groups to take similar actions 1o
ensure the success of this Initiative.

NEXT STEPS
Several steps will be taken immediately:

1) Industry and government officials will be named irnmediately to esiablish a
mechanism for determining program goals and a process for developing 4
tonger range plan to achieve the program goals, They will address issues
including the need to protect U8, echaology, development of milestones and
deliverables, and establishment of a common information base that can be used
o develop policy options. The government and the industry will broadly solicit
technology sources that have a potential to advance the goals of this Initiative.

2y {ndustry and government will imnediarely name teams of their scientists and
engineers who will develop coordinated lists of specific rescarch and
developiment ;smjacts- 1y meez the research anzf dcveinpmm goals and establish
pnorzizcs _ \

3 Within 60 da}s one oOr Mmoere 3genczes of the federal govcmmem in
consuitation with the other parties to this Declaration of Intent, wili put farward
generic procedures for Cooperative Research and Development Agreements
{CRADAS) that-will facilitate the g(}?emmcm $ (;zzzck response 10 research and -
development seeds identified under the Initiative. These procedures will cover

‘ rescarch and development conducted in federal laboratorics, They will also

- pravide a consistent approach to issues such as the zvmiab:my of federally

mnded research w i.’ite broadcr r&search cormnum{y A managitmmz plau wzil

L



participants in the Initiative., This will include 2 detailed description of the
proposed research and estimates of required expenditures.

7y Analviical teams consisting of stafl of the refevant federat agencics and
representatives of industry will work to develop a common information base
that can be used {o evaluate options for meeling national envirenmental and
other goals.

8} An unbiased organization acceptable to both the industry and the government,
such as the National Academy of Sciences, will be asked to set up a peer review
process to comment on the technologtes selected for research and on progress
madc,

SCOPE OF THIS DOCUMENT

As outlined by this Declaration of Intent, the parties expeot many individual contracts,
grants, CRADASg, and other project agreements to be undertaken by industry, or
between industry and government, in support of the geals of the program.  Similarly,
the government expects and plans 1 utilize its resources, including its research and
development programs, in a manper that will foster the goals of this program,
However, neither this Declaration of Intent nor the program it is designed to initiate, is
intended as 3 commitment of specific government or private funds or resources. Such
coptractual and decision making functions will continue to be carried out through
contracts, agreements, and other arrangements made under and subject to, all
appiicable laws and regulations. It is intended and hoped that other relevant industrics
and groups will also declare their intent to work in partnership with the government
and the automotive industry to help achieve the goals of this Initiative.
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Following is the text of remarks delivered by Harold A. Poling,
chairman and chicf cxeanive officer of Ford Motor Company, at the White
House announcernent of a partnership for a new gereration of vehicles in
Washington, D.C,, September 29, 1993.

On behalf of Fﬁrd, I'm pleased to join the President, the Vice
President, Chrysier and General Motors in making this tmportant
announcement. :

As significant as this undertaking is, T think what we are really
talking about this morning 18 trust.

© Trust in our abilities to work together.

Trust in our scientists and engineers.

Trust in our determination to make progress.

Enormous strides in cooperative research have taken place in the
past several years. Government and industsy - pasticularly the auto
manufacturers and thelr suppliers, some of whom are with us today — are now
working together on issues where there are comumon interests and objectives,
And it is being done without compromising our basic competitiveness in the
marketplace. |

S It wasn't always like that. Not 100 ong ago, we regarded
| gmnmmm as an adversary, and government felt the same way about us. ‘
- Now we're smrtmg to work ;omﬂy to find more ways to imprave our- :zazmrz s
cmnmzz} and our own competitiveness and meet national goais

This partnership will push the theoretical bimits of | cnergy efficiency,

:’and there’s no promise that the desired mchnolcsgms will be fmmd 81;: thc
.np;xzrtumty for m&mg ths Ieap f{::rward is unpmcadcmcd.

Lo
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STATEMENT BY GENERAL MOTORS PRESIDENT AND CEQ JOHN F. SMITH, JR,
ON THE GOVERNMENT/AUTO INDUSTRY'S PARTNERSHIP FOR A NEW
GENERATION OF VEHICLES ANNOUNCED SEPTEMBER 29, 1983.

Thank you very much. On behalf of severyong at General Motors, it is a2 great

pleasure for me to be here today.

It is not everyday that sameone comes 1o a White House ceremony like this
to speak of revolution. But that's really why we're here this morning. Hevolutions
take many forms and differ in their consequences, but the one we’re talking about
nday has the potental of providing 3ignifli{:a:ﬁz benefits for sveryone nvolved

especially future generations.

The revolution that has brought us togather this morning seeks nothing less
than a major, even radical breakthrough in automotive techniclogy which can
dramatically increase fuel efficiency, improve safety, and reduce emissions - while
maintaining the affordability, performance and éz%iitv o;‘ current comparabie
vehicles. Simply put, we a;“e‘p'ropesing a whdlé new k:I_ass of car we've ne‘vez‘seén\' "
betfore .“-6r@e"zhaz vf;z?i{ ‘break through 01:.” paradig‘ms ;:}f_ 1ad§y and Cb?%iéﬂg;ﬁ ;:Juzf

technical and creative thinking as never before.



This new way, to be successful, replaces confrontation with trust and moves
away from assigning blame to sharing credit. Our industry must do #ts part to see
that we do not miss this great opportunity 1o revelutionize our relationship with
govemn;emx It will take the best efforts and resources of both the industry and

the government 16 make this happean.

The difficuities and gbstacles confronting this revolution should not be
unidergstimated, and our expectations should be realistic. But the potential benefits
for the environment and for safety, and especially for future generations of

Americans, make this initiative exciting, important and compelling.

Wsa salute the leadership of the President and the Vice President in bringing
together industry and governmeni for this imporiant initiative.  And General Motors

is very pleased 1o be invalved in what promizes to be a truly exciting partnership.

* * *
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M1, President. Mr. Vice President.

The current political debate is dominated by NAFTA and health
carae reform. Those are critical issues -~ no doubt aboub it,

But in its own way, the program we’re e¢mbarking on today could
prove to be every bit as important, Its c¢ontributions to the
environment and energy conservation could match the contributions
of NAFTA to our sconomic wéll«being, and health care reform Lo oux
physical and soclal wall-being.

It won't be easy. The task before us is huge. We're trying
to develop a whole new genervation of vehicles that will achieve up
to three vimes the energy efficiency of today‘s cars and trucks -~
wnile offering the same oy improved levels of utility, safety and
affordability. To reach that ambitiocus gaal will require major
breakthroughs in technology. and “heve ars no guaranaees rhat we
can do it ‘

.Qur pregiress will be measured in inches, not in miles. Buat

fall cf us here today believe that dramatic progress will.éé,maﬁa.'

We're willing te do the hard work and make the investments in order

to succeed.

‘ .I.v{que}:x
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AUTO FACTS

U.S. AUTO INDUSTRY

I, Motor vehicle and equipment manufacturing is the largest of all U.S. manufacturing

5

industries.

The 1.5, produced 76% of the world's motor vehicles in 1930, 28% in 1970, 20%
in 1990, and 19% in 1991,

. Df the new cars and trucks sold in the U.S., more than 99% were domestic in

1931, 87% domestic in 1971, and 79% domestic in 1991 {up from 73% in 1987).

The U.S. auto industry, its dealers, and suppliers, provided over 2 million direct
jobs last year, and more than 13 million people are employed in the 1.5, in all
motor vehicle related industries.

L3

. The 1.8, aute indusiry accounts for 4.5% of the U.S. Gross Domestic Praduct, and

cars account for 10% of all consumer spending.

. World sales of motar vehicles are expected (o grow faster than in the U5, as

developing nations improve their transportation systems, leadmg to increased export
potential tor U5, firms

Big 3 automakers spend $11.3 billion on worldwide R&D.

Consumers spend an average of $16,000 on a new Amcerican car.

DRIVING PATTERNS

i

(o™

Highway miles driven in the U5, doubled from 1950 to 1970, and nearly douhled
again between 1970 and 1990,

Vehzcic miles zraveied {total mzies traveted by all motor vehicles) grew ata
compound rate of 3.3% per year from 1970 to 1990

lnthe UK, ai-:mr::, miotor vehicles drove ngarly 2,2 trillion miles in 1993,

In 1992 there was approximately one car per licensed driver in the U.S. There-
were about 1.8 vehicles per household.

. Average miles driven cach ‘ycar rose 17% per vehicke from 1977 to 1990. o

RV



Clossary

Advanced Catalysts Catalysis are used to contral tatlpipe emissions on alf cars sold in

Coefficient of
Drag

Flywheels

Fuel Celis

Yuel Reformers

Gas Turbines®

the U.S. today. The research contempiated under this agreement
would include "lean NOx catalysts” -- catalysts capable of
controling NOx emissions even though the exhaust stream 13 lean,
i.e., has excess oxygen in it. Successful development of sucha
catalyst would help improve engine efficiency which cde be
achieved by jean-burn designs,

A measure of the air-resistance of a vehicle, This is extremely
unportant at highway speeds since the force needed to move a car
through the air when a car is going 60 mph is nine titnes higher
than the force needed when the car s going 20 mph. Typical cars
have drag coefficients of 0,35, Experimental cars have reached
0.17 -~ nearly as low at those of modemn fighter-aireraft.

Flywheels are a mechanical, kinetic cnergy storage device in which
the energy is stored in a rapidiy rotating disk or cylinder. Their
atiractiveness depends on whether they can beat other storage
systems in cost, reliability, and efficiency.

A substituie for the conventional internal combustion engine used
in cars today. Fuel cells convert hydrogen into electricity ina
simple system which can have no moving parts. The only
byproduct of the process is water vapor -- there is no other
pollution. The hydrogen necded by fuel cells can ¢ither be stored
directly (c.g. compressed in a tank} or it can be manufuctured on-
board from an aleohol fucl ike methanol. Fuel cells have been
used for many vears in the space program bat until recently # was
difficuit to be optimistic that their price could be reduced to levels
acceptable as automobile engines. Brakthroughs achicved during
the past few years have opened exciting new possibilities,

Fuel eells like thoese used in the U.S. space progean used pore

‘ hvdmgcn as a fuel Ina practical véhcle, aszzzg, a liquid fuel such .

methanol ngzht he mare atteactive, i!owevez in order t¢ make

- these liguid fuels work in a fuel cell, the liqaid fuels have fo be
“altered {reformed) to separate the hydrogen from the carbon in the

fuel. Research is needed to reduce reformer size and weight, and
improve response time and controliability,

Engines similar to those used in modern aireraft,



Virtual The ability to design and test components using computer
Prototyping simulations. This can substitute for butlding physical prototypes
ardd greatly reduce the time required to perfect 2 product.



MARCH 14, 1994

\ 3 .:i .'
MEMORANDUM FOR THE VICE PRESIDENT

FROM: . GREG SIMON
M KOHLENBERGER

SUBJECT: S, 4 FILIBUSTER CALLS

There are three calls we'd like you to make in advance of the ¢loture vote on $. 4
scheduled for 10:00 am on Tuesday., Specifically, we'd like you to call Senators Stevens and
Kassebawn today, and Senator Burng tomorrow morming befors the vote. Tha message is
three fold - 17 S. 4 is important to the business community 2) it is fiscally responsible and
comes within the spending caps and 3} s programs are bipartisan and initally created under
the Reagan and Bush administrations. Geneeal $. 4 and Republican specific talking powts are

aitached,

STEVENS o
Serator Stevens has two problems. First, he is concerned that NIST money will bleed.
misney from NOAA. You are uniquely situated to be able to offer the assurance that
this won't hurt NOAA funding, Second, he also has problems:on the equity financing
provision. On equity financing, he should know that the President's FY$5 budget
proposes nothing for equity financing regardiess of the authorization {evel.

KASSEBAUM
Senator Kassebaum has a pending amendment 1o [tmit product liability law suits
against small airplanes that have been in existence for IS years or more, She may be
interested to Gear that the administration will be able to support her. bill. -Background
on the status of a SAP for her bill iz attached,

The gensral aviation liability measure, which Kassebaum has championed for seven
years, was recommaended by the National Airline Commission as necessary to reviving
the LS, general aviation aireraft industry. Previously, the United States was the
id leader in the production of general aviation aircraft, with piston aircraft sales
vy oabowt 13,000 annually from 1965 to 1982, However, since then, sales have -
“arely 500 per year, in part because of the added costs of liability
" Tuding to Kassebaum, mare than 00,000 jobs have been lost in
d related industries as a reswlt. The amendment currently enjoys
“ongress, with 31 senators and 280 House members on record as.
wer, 1ts prospects for enactment still have been mixed because House
ge¢ Chairman Jack Brooks has opposed the legistation and prevented



You are calling hirs before

ATTACHMENTS! 7 ‘
Basic $.4 talking points |
Talking points for Republicans o
Background on Kassebaur's General Aviation Liability bill

-
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T g gtmwggnam te ndustry and supgamd by the business sammnatﬁy

r 5. d.gzs & madest and muchaeeded step in teallocating post Cold War R&D

* s 5 w:ll apsy add to the deficit

* & 4’5 yragrams ace bipartisan; in faeq, many were initially created ducing the Reagse and Bush
Administrations, _

S. 4 buitds en pro-businass programs created under President’s Reagan and Bush. The bl authosizes industry-
fad public-private partnerships to help coeate jobs, revitalize our manviacturing bae, and ensure American

competitiveness in the glebal economy.

. 8. 4 builds on Bipartisan efforts to treate 2 comprahensive manutatturing program; Increase tha )
Advanced Technelogy Progeam: avveleeste the develtpment of the Natfonat information
Infrastructure; and establish o program to monitor and assess foreign technolugical capabifties,

8. &'s are strongly eodorsad by Rdustry: the bill expands civilan technolagy programs, Mke the ATP, started
under the Bush Atminietration, that have tho strong supgort of the business community hecauss they ere
industry-led. costshared, sod meritbased. S. 4 is suppurtad by HAM, Councll on Cempez;zmazss, AEA and

athor indistey gronps,

* The ATP is pork fzze. industry ;amposes prejects and winners are chosen by wbﬁc and private-
. 88CtOr peel review panels. .

. 3. &'s proprams wil help smalf and midsized manufacsurers whe creats the rew, high-wage jolis eur
country needs, The Manufacturing Extension Partrership will craate a network of regionat and focal
technology “extension” cantars that will revitafize onr teshnologics! hase the way sgrculturs
axtansion centers heliged LS. agricviture. ' -

S. 4 iz 3 wise investment 0 Amarica’s ezenemit futures It will not add ene genny to the Federal deficht

© because all spending will be funded within the herd freeze on discretionary spending,

* Technology progeams are leveraged investments with a high rate sf return: by helping industry’s
inneyatars and the nation’s small and mid-sized companies, we will grow the economy.

S. 415 2 modest and much-needed step [n realiocating the past-cold war faderal R & 0 budget.

* Even after thﬁ increases of these programs peer the next three yaars zéze*; will make up legs than
2% of the feders! B & 0 budget.



-

; _&i—fi«emmem has s lagitimate role in supporting industry R & D efforts, a
weradition that has helped U.S. businesses take the fead in fields such as
aaronautiss, pharmacemimis, and agricultwrs.

o Industey needs the pregrams of S, 4 to create mcentwes for high-priority
tachnology development. activities that have high technigal risk, long pay-
back horizons, or investment costs that are too great for individual firms to
begar alone.

§ " Industry strongly supports 8, 4; for exampie, the National The Advanced
industry Coalition sent 2 letter to Senator Dole, signed by 32 professional
srganizations, companies and scademio institutions, saymg this isi mm
hill,

AEA “believes that its viaws hava been heard by Congress and reflectad in
. the bill, | . . § 4. will promote American compatitiveness and enhance the
- - ability of the private sector to create jobs in this country.”

My‘ih: the government is pi

‘Reality: The programs authorized by S. 3 are industry-iad and co-funded; generic R
& D helps industry ovsrcoma basic tachnological problems, not fund competing
sommercial products: S. 4 containg no aarmarks or pork projects.

» The ATP program: industry conceives, manzges, and executas the projects; .
projects are pecr raviewsd and judged on technical and business merit
industry contributes matching funds; funding is for genaric, enabling
technologiss with wide application.

* Jhe MEP srogram: Qutreach is driven by the needs of U.8. smalt and mid-
sized bustnesses; projects are pwgzased and cost-shared by state, local, and
private geoups, .




MARCH 22, 1994
MEMORANDUM FOR GREG SIMON
FROM : JIM KOHLENBERGER

SUBJECT © TELEMEDICINE

Kristin mentioned that you are speaking 1o a group on health care and the information
highway and would like some background, [ have culled information on the Health Security
Act, the telecommunications reforms bills, and the High performance computing bill as they
relate to health care information systems. All three bills can bills can be tied 1ogether as part
of the economic sequrity focus of the administration. There are several key issues in the
Heaith Care plan dealing with information technology that I have attached hand-outs on.
Specifically they are administrative simplification, privacy and security of health care
information, and rural health care access.

First, a few salient tidbits to cite/use. Twenty~five cents out of every dollar on 3
hospital bill goes to administrative costs and does not buy any patient care. The number of
health care administrators is increasing four times faster than the number of doctors. Better
use of information technology and the development of health care applications for the NI can
make an important coninbution to health care reform. Experts estimate that
ielecommunications applications could reduce health care costs by 3 36 to 3 100 billion each
vear while improving quality and inereasing sccess. Below are some of the existing and
potential applications:

1. Telemedicine: .

By using telemedicine, doctors and other care givers can consult with specialists thousands
of miles away; continually upgrade their education and skills; and share medical records and
X-rays.

Example: In Texas, over 70 hospitals, primarily in rural areas, have been forced w0
close since 1984, The Texas Telemedicing Project in Austin, Texas offers interactive
video consultation to primary care physicians in rural hospitals as away of slleviating
the shortage of specialists in rural areas. This trial is increasing the quality of care in
rural areas and providing at least 14 percent savings by cutting patient transfer costs
and provider travel. ’

2. Unified Electronic Claims:

More than 4 billion health care claims are submitted annually from health care providers to
reimbursement organizations such as insurance companies, Medicare, Medicaid, and HMOs,
Moreover, there are 1500 different insurance companies in the United States using many
different claims forms. The administrative costs of the U8, health care system could be
dramatically reduced by moving towards standardized elecironic submission and processing of
clatms,



3. Personal Health Information Systems:

The United States can use computers and networks to promote seif care and prevention by
making health care information available 24 hours 2 day in a form that aids decision making,
Most people do not have the tools necessary o become an active and informed participant in
their own health care. As a result, far too many people {estimates range from 50 to 80
percent) entering the health care system do not really need a physician's care. Many
improperly use the system by, for example, using the emergency room for a cold or back
strain. Many of those who end up with serious health problems enter the health care system
100 late, and thus require more extensive and costly therapy. Michael McDonald, chairman of
the Commumcations and Computer Applications in Public Health (CCAPH]}, sstimates that
even if personal health information systems were used only 25 to 35 percent of the time, $
40 to % 60 billion could he saved,

Example: InterPractice Systems, a joint venture of Harvard Community Health Plan in
Boston and Electronic Data Systems, has placed terminals in the homes of heavy users
of health care, such as the eiderly, pregnant women, and families with young children.
Based on a patient's symptoms and their medical history, an electronic advice system
makes recommendations to HCHP's members about using self care, talking with 2
doctor, or scheduling an appointment. In one instance, “an 11-year old who regularly
played with the terminal heard bis father complain one day of chest pains and turned
to the system for help; it diagnosed the symptoms as & probable heart attack. The
diagnosis was correct”

4, Computer-Based Patient Records:
The Institute of Medicine has concluded that Computer-Based Patient Records are critical to
improving the quality and reducing the cost of health care, Currently:

o 11 percent of laboratory tests must be re-ordered because of lost results,
o 30 percent of the time, thé treatment ordered is not documented at all;
o 40 percent of the time a diagnosis isn't recorded, and

o 30 percent of the time & medical record is completely vnavailable dunng

patient vigig

Health Security Plan

As I understand it, the Health Security plan calls for using electronic data interchange
for health care transactions, regional information networks, magnetic-stripe health care
identification cards and patient confidentiality protections. Virtually all of the details will be
decided by the National Health Board, appointed by the president o oversee all aspects of
health care reform, The National Health Board will develop standardized forms for claims
submission, clinical encounters and enroliment transactions within one vear of enactment and
mandate that all providers and payers adopt the forms within nine moaths after they are
published in the Federal Register, The Board would submit 2 comprehensive privacy



protection act to Congress within three years, with violators subject to 2 fine of up 1o $10,000
for each violation, The Amernican National Standards Institute, the National Ingtitute of
Standards and Technology, and the Workgroup for Electronic Data Interchange would help
the Natienal Health Board review standards for automating insurance transactions,

Health Security Plan Encourages Health Networks 10 help Rural Communities

The Health Security Act envisions regional electronic neiworks to help meet the unique needs
of rural health care where more than half of the rural poor do not own a car and nearly 60
percent of the elderly are not licensed to drive.

. Under the Health Security plan, technical and financial assistance will be
provided to develop networks. This will help the rural communities that need
outside expertise 1o establish links with larger referral centers gad academic
health centers.

. The Health Sccurity plan includes grants to support the development of
telecommunications links between underserved providers and other providers,
health care centers, and institutions. This will heip facilitate "group practices
without walls," allowing easier consuliation and coordination among rural
providers and with urban providers.

. New grants will be provided 1o academic health centers to help build
information and referral infrastrocture nseded 10 support rural health networks.

Simplicity: Reducing paperwork and cutting red tape,
The Health Security Plan:

0 Gives everyone a Health Security Card. The card--with full protection for privacy and
confidentiality--will allow for electronic billing and the craation of health care
information networks. This will reduce paperwork and simplify the system,

o Requires insurance companies 1o use a single claim form. The Health Security Act will
reduce the insurance company red tape that forces doctors and patients to spend their
time filling out forms and Hghting bureaucrats. All health plans will adopt a single,
standard claims form by Jan, 1, 1995, It will enable doctors and nurses to spend more
time taking care of you -+ and less time wrestling with paper.

TELECOMMUNICATIONS REFORM BILLS

In addition to the health care plan, the telecommunications reform bills on the hill will
have & direct impact on telemadicine, For instance, the American Telemedicine Association,



{9) Three dimensional geometric modeling and artificial intelligence methods for
interpreting an array of medical images.

(10) complex simulations of sociclogical populations affected disproportionately by,
salected diseases or disorders,
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community serwce educanonal and business pamc1patlon in new technology.

NII / African American Outreach Meeting

Ceremonial Office ,
5:15 - 6:00 pm, Wednesday, June 15, 1994 .

Meeting requested by David Stiuuss.
Briefing prepared by Jim Kohlenberger, Michela Alioto, Jeff Watson, & Flo McAfee, .

EVENT

" You are meeting with a group of about ten African American leaders to engage them on what

the NII means to them. This.is an opportunity to talk about the economic opponunmes the
empowerment and the benefits that the NII witl bring.

This will be the first time some of these people will have received any formal presentation
from the Administration on the NII. Many in the group will have a general knowledge of
telecommunications,.and are therefore interested in the full realm of possibilities regarding

- The participants of this meeting are extremely optimistic about this rneetmg and the

opportunity for an ongoing dialogue on this issue. Although they represent different aspects
of the African American commumty, their common interest is to guarantee that Afrlcan
Amenca.n have full pamclpatlon in the new techno‘logy -

* YOUR ROLE AND_CONTRIBUTION

. Your roie is to gwe ‘an overview “of the NII discuss how it will effect the
" " economy in ‘total creating new jobs and opportunities, the importance of
universal service as a means for empowering all Americans and how the
_upcoming PCS auction decision on minority participation is lmportant to.
achieving the NiI's goal of universal access. This briefing is ‘an opportunity to
.- expand the groups understanding of the NII and the opportunities it offers their
communities as more than PCS -- its jobs, its opportumtles and technology that
overiooks soc1etal boundrartes :

PROGRAM NOTES :

. Study on the NII and how it will effect minoiities. According to a study
'sponsored by various consumer ‘in civil rights groups including the Consumer
Federation of America and the NAACP, the RBOC's are planning to build the
first of their advanced communications networks for the NII in mainly affluent.
areas of the country, bypassing poorer neighborhoods and' minority populations.
‘This study has obviously raised concemns about an-exclusionary "electronic
redling" that these groups consider to be similar to the kind of‘ discrimination
that is curbed by the law in fields like banking and insurance. '

’

" This study is the first systematic examination of early construction plans arotund.

31
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the country, looking specifically at the income and racial characteristics of the
areas initially designed for advenced services that would combineg video, voice .
and computer communications. This study examined a dozen detailed plang by

_four regional phone compantes -- Ameritech, Bell Adaatic, Pacific Telesis,
and U.S. West, '

"decess to the NI is a fronifine challenge ta civil rights communities and must

be addressed in the national telecommunications legisiation now before

Congress.” .
Wade Henderson » g
Director, NAACP Washington Burean
e . Afvican American National Summit.  June 13 was the second day of a summit

conference regarding issues effecting African Amenicans. African American:
icaders from arpund the couniry wrestled in ¢losed sessions with how to )
- empower thelr communities, develop their young and build a stronger £COnom

ic

base. The scanomic solutions debated ranged from government reparatwns for

. the btack community o {ievaiopmg more youth entreprenaurs.

«  ‘Andrew Barretf's Addivss to the Urbazi ngzze. FCC Commigsioner Andrew

Barrett addressed the Los Angeles Ukban League last month and ‘expressed
concern that the NII would further disenfranchise the already marginalized
urban comumunity; in particularty blacks and other minorities; * while
tlecommuting may save time and enhance the work environment. for some, it
may be bad news for minority-owned busmesses and the Latinos, African.
Arnericans and Asian Americand working at service 3{353 in husmess districts |
such as Downtawn Los Angeies - :
In mspcnsa 1o zhzs the Commxt{c& on Appilcazzeas Techne§ogy of the IITF
draft White Paper on Tolecommuting cutlines ways for telework centers to

- become integral parts of empowerment zones and the work force re-training f
training. These centers would allow interactive access to workers without
computers and/or modems. .

%

AﬁACIMgm

« ' Talking ?mnts '
. Minority Telecommunications Bwkgwwzd
«° . Minority Business Access o PCS Licenses
. Administration Brag Sheet on African Anvericans
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TALKING POINTS
. NII. Outreach Meeting

Wedne*da}, June 15, 1994

- This is a chance for you to highlight' three main themes the affeu the NIt will have on the

- 'peopie of this country, umversal access, and public mtamst and &mp{:wermcm

NOTE: "You may want to begin by re_catimg yoz;r recent t:zp 10 South Africa and tie it
~into the NII by discussing how the election results were avalable on the
internet snd in every online home computer across the United States sond the
globe just as the printing presses in Johanaesburp were warming s.zp to print the.
actual papers in South Africa. This is a real éamenszmtzen {}f how pur izves _
%% mcz‘észrzgiy &emme more effecied by the ?*23’? ’

. s Al &é@ai '?mgx'ie -~ The information nfrastructure is not about technology, it's
about people. . So, in conjupction wath this we have a’rzacimd a zzumbez" a}f different
-scenarios. Below are a few e:xamples .

v =Its about Gaarg:a anﬁzh of CompuSewe wha 15 deaf and blmd but '
wh{) mmmumcates w1thout hmdrance on.the mformatlon superhlghway

¥ Its abour ﬁrst~grader Taylor Vaughn, from Nashwlla, Tennessee who .
- this year, while recovering’ from a life-threatening bone marrow

transplant, was able to keep up with his school work and classmatas via -

- mzeracnve computer, .

¥ it's abcmt gmall i;usmess owners having hezter access 1o g&}vemment ,
ﬁox‘zimczs through ai@czmmc commerte. ’

o It's about police officers being able to retrieve mainframe database
Anformation such as criminal records and traffic vislations from their
patrol cars 5o they can spend less time behind a desk and more tmw

’ ﬁgiﬁwg griroe on the streeis. .

- The mfom&aﬁon infrastucture i improves peapies Eaves i real and mg;ble wWays,

Technology is just the msa{ts t:f daeing s0. -

. Uunversal aecess, v 'I‘h::> Admlmstratlon 1s commltted o connect!rg every classroom,
library, hosp:tai and clinic by, the year 2000 to the NII. :

Thia Prcgident and 1 have issued a challenge that will be met one way or another: All



Amencans -- rich and poor, whan and rurai - will have access 1o the benefits of the
communications revohution.

Universal access is & very important goal In the sreation of the NII a5 universal
coverage 5 to the President's health care plan. This Administration will not falter on
that commitment because the future compélitiveness of our economy -- indeed the
future of our country ~ depend on it. Because it's the right thing to do.

Public mtcmat -- The NH will be our netwerk of. znf{}zmauan sape;‘nghways but it
will also' be a veiucic for growth, "The Council of Economic Advisors estimates that
* the NTI will add mote than $100 billion to' the economy aver the next decade which
will mean about 500,(}{36 new jcbs'iz‘z the next two and a half years alone,

PCS --Last week the Feciera I Communications Commission decided to allocate
_specteum for the upcotning wideband PCS auction. It was a good decision zhaz will
lead 1o new prcdzzczs aew serviges - cand nw, hzgh quallty iobs. :

The FCC will soon have te face 2 related issue -~ the future of the so-called
“pioneer's prefezence will benefit not just the pz{meer comments in the FCC

© rulamakeing cnncemmg the future usé of the pioneer's preferencz&: Qur position
is simple -- the pioneer's preference should be retained but should not be -
permitted 1o bestow disproportionate benefits to any private recipients. The
administration believes that the FCC _should re-formulate the future use of the
pioneer’s prcfazence From now.on, a pioneer should pay for the use of the
gpectrum. -- but should receive a discount totaling no more than 20 % of the
value the spectrum award could generate through an auction.

{Séa-Miéari;y ﬁyusindss Access to PCS Licenses)
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Development of Minority Business Enterprise, ¥
in the Telecomm. Industry Background vy chds uinics

Facts
Data collected by NTIA jndicates thal mmosziy -owned bummsgus ure generally

. undesrepresented in telecommunications businesses. The dau indicaies:

{13 Only one half of & percent of the tStal number af firms in the
telecommunications industry are owned by mintrites,

(2)  There are only fifteen cable operators in the U.S. -- 9 black, 2 hispanic, 2
Native American, | Asian Pasific, and | Asian Indian- represemmg less than
1% of the cable industry. :
{3) }{eveaues frora all Drms studied comprised less than haif ,;,g one percent of the
«_ total indusicy revenues.

| (4} There are only 11 mmomy f’zzms engage{i in the delwery of celular speczaizmd"
mobile radio, radm pagmg, or massagmg ‘ie{“wC&S

(%) In addition, the infgrmarion available shows that most of the mrnorify owned B
firms were small, and that access © ﬁnancmg‘ 'W&s a major obsracle, -

{6y . Minonty awzzed firms greatest p*esf:nce was (n the telecommunications
: equipment manufacfurmg 2 gmeat where they made up 9.7% of the totai
’num%er of firms:

1.

?etsanal Cammamcanens Services
. o Minority firms have a strong interest in PCS, MTDP recently devel oped a list

. of businesses in strategic parmerships with minority azzd wamen enirepzeneurs
. and small businesses lntereszad n ?CS

. At this ime NTIA is reviawing rules reteased by the BECC on Apmi 20
C © specifying that mechanisms such a8 installment paymenis and bidding credits
may be allowed when spectrum licenses are auctioned, and that seme blacks of
radio spectrum in some services may be set aside specifically for such |
entities.(Decision are scheduled for refease in fune 29th.} According to the
- FCC, minority firms are split on PCS.set asides. Half feel that set asides are
-necessary while others feel it will lgbel” them as semnd c!ass choice because .
they did not get the spectrum compcmftveiy ’
-/ . These minority ;:sraference paimzas are tools inténded to help firms that
might otherwise fiad it difficult fo participate spectmm«feiazed
- business. In additzcm {hey reflect the important policy 3udgmcm that

i b
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seme entities may vat be able o participate w gpectrum based

businssses without preferences. : B - N

F{iamhgn aud Fraining

4 ’%znonzeg will benaﬁt from the “{‘I[A? ‘becavse fsguiaiory‘ g}{zacms

NI Tnitiatives directly address education and training concerns:

[r sazzin;, every Nbrary, classroom, and healthoure facidity hooked up using
public-private prengrships, NTIA initiated this year & inatching grant pmgrém,
the Telecommunications and Information Infrasiructure Assistance Program
{THAP}, that will help fund demonstration projects by schools, libraries, health
care factiities, and other community organizations in sugport of the NIL :
Applications for the fizgt round of grants were due on May 12, 1994, and WA
mcewafi approxsmatelv 1,050 3pp§1catzoes

governing this program include the requirement that special
" eonsideration be given cto grzgnz appi;g;auons that involve mmnmie_s,

v In addmon Secratary Bmm comemifted ziw award of at ieast one gr&nt
. 10 an entity (n an cmpowerment zone.

Access to Camml and MTI)P 3

Mfﬁ{;my 'i‘clacommmcatmns stalopme:ai Program s {MTDP} primary -
mission (s to increase minornty ownership of communications businesses

through policy input, MTDP also develops programs that focus on the ‘
" specialized needs of mmortics in the telewmmumcat:ons tndustr‘y s

"MTDP is studying new stzategies for. capital formanon tiwz can be made o
_avaifable to minonty communications frms. With the assistance of gutside

contractors, MTDP ig examining methods used to aggregate capual and
attempling o dev&ie;} new strategies for capital development in
telecommunications that can cezztnbute to- the dialogue in this area. N’I’I&

. expects to release a report on these issues 1ater in the yaar and engagc m

public. outreach on this topu:

MTDP is also exieﬁsweiy involved in outreach 1o minority. communites on
captial formation 1ssues. MTDP has co- sgczzsczmd an annual "Past Staris”

confergnce for entreprenuers, lenders, and atiomeys with New York anersﬁy

Law School and the FCC. These conferences focus on tmsmess oppartuiities,

in telecommunications. The most recent seminar, held Aprzi 27-28, addressed
some of the issues involved in developing businesses in Personal

Cornmunications Serviges (?CS) and ather zechno logies expacted to ﬁnurzsh ay
the NII develops. : ‘

"
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THE WHITE HOUSE

WASHINGTON |

~Building a Full Partoership’
A Fact Sheet on the Clinton Administration
September 15, 1993

One year ago when Governor Bill C}mtoﬂ participated in the Conpressional
Rlack Caucus Annual Legislative Weekend as a candidate for President, he spoke of
building a "full partnership” with the ﬁfncan American community., He said then
that, if elected President, he would offer his "full participation” and "heartfelt
commitment to progress.” This principle still holds true today.

Working with the African American community, incdluding the Congressional -
Black Caucus, the Clinton Administration has built a foundation for a full
partnership. Preside nt Clinten has appointed more African Americans to senior level
paszt;wns than has any President in American history. Five African Americans now
-git in the President's Cabinet, more than in sny previous administration. They
inelude Commerce Secretary Ronald Brown, Agriculture Secretary Mike Espy, Energy
Secretary Hazel O'Leary, Veterans Affairs Secretary Jesse Browx, and Drug Poliey
Coordinator Lee Brown. Together, these officials command budgets in excess of $120
billion, supervise close to a haif-mzlhon federal emplayeas, and maké dedsions that
affect every facet of American iz.fe :

In the White House, the President hasg appointed African Americans in record
. numbers and to unprecedented positions. For the first time, two African American
wowmen, Alexis Herman and Maggie Williams, serve as Assistants to i:ize President
and divect White House {iepa.rtmexzf;s;

Throughout the agendes and departments, President Clinton has appointed
record numbers of African Americans as well. These appointments include three
deputy cabinet secrvetaries: Clifton Wharton as Deputy Secretary of State, Terrance -
Duvernay as Deputy Secretary of Housing and Urban Development, and Walter
Broadnax as i}aputy Secretary of the Department of E&aﬁth and Human Services.

In add.ttmn, the President has appointed African Americans te uzzi;mdmanal o
positions. For example, Bob Nash serves as Undersecretary of Agriculiure. Ron
Noble serves as Assistant Secretary of the Treasury for Enforcement and oversees the
‘Secret Service. Rodney Slater serves as Administrator of the Federal Highway
Administration. Emmett Paige serves as Assistant Secxetary of Defense for
Command, Control, Communications and Intelligence. Leslie Turner serves as
Assistant Secretary of the Interor for Territorial and International Affairs.



Other appointmencs include Joyeelyn Eldprs who directs our nation's public,
hiealth programs as Surgeon Gencral and Cassandra Robinson, who serves as Deputy
Administrator of the Small Business Administration. These are only a2 handful of the'
many dp{}(}zatmeuts of African Awmericans made by ?mmdewt Ch;;t{;n

Wzth the partnership of the Congressmn al Black Caucus, the ﬁiﬁmmzstmz;mg
has also laudched bold, new lemisiation. ' Last month, the President signed intos law
 a new budget that will provide a tax break to small businéss owners and expand the
Eamed Income Tax Credit to Lift the working poor out of poverty. The President
pushed for and woun the passage of the Mational Service Act to rebuild our
communities and inspire our youth. The Administration won passage of a bill to .
establish Empowerment Zones in our nation's inner cities. And after years of
Washington gridlock, the first piece of legislation the President signed was the
Family & Medical Leave Act to protect working parents from iasmg thezr ;zzhs when
~they need to take care of a child or a loved one..

In spxte of what has been accamphsized there is much more- to do. The
Administration plans to put thousands more po}me officers not only on the streets but
in the community, and it has proposed imposing a five-day waiting period for
handgun purchases. .Soon, the President will also announce his plan to reform the
nation's health care system sothat ﬁnaﬂy Edery émemcan w:l,i ba guaranteed medical
coverage.

" With your help, in fu},i ;zartnersh;g:, the Admmzstm tz:m can achieve these gaais
~ and cozzimne to build a better Amenca :

) The following facts and mfm*mathz %z.zghhght )ust a few of the many examples
of sfzﬁ;}s President Clinton has taken to fight for. the caazzztry 5 future, -

APPOINTMENTS
w ”A;Spointeé the most di?erse Cabinet and Adm'mi&tmtion "in h”isimy -

. With four African é&mencan mambers, the Clinton Cabinet is 29% African
American,

. w . {Clinton Cabmet«ievel appomtments include: .
. ' Jease Brown, Secretary of Veterans Affairg
Lee Brown, Drug Policy Coordinator
Ronald Brown, Secretary of Commerce

Mike Espy, Secretary of Agriculture
Hazel O'Leary, SBecretary of Energy



- For Lthe first tLimoe in higtory, afﬁlﬂﬁ‘mted two African &mémc&n women (Alexis.

Herman as Director of Public Liaison and Maggie Williams as Chlef of Staff -
to the First La[iy} as Assxstams to the President,

Appointed more than twice 48 many &frxcan Americans to leadership and
senior staff positians than any previous administration. .

Appointed three deputy cabinet secretaries, including Clifton Wharton ag -

" Deputy Secretary of State, Terrance Duvernay as Deputy Secretary of
‘Housing and Urbdn Development, and Walter Broadoax as Deputy

Secretary of Health and Human Services.

Appointed the first African American Surgeon General, Joycelyn Elders;

3
- Appointed an-African American, Drew Days, as Solicitor General, the
i United States's Chief Advocate before the US. Supreme Court.
. Apﬁoinze{i Ron Noble Assistant Secretary of the Treasury for }E}:;‘for"cemﬁgzit,“
a mie whj(:h places him ‘in charge ef the U.8. Secret Service. '
® Appombeci Rodney Slater as Admmzét;z‘ator of the Federal ﬁxghway
- Administration.
Nc}mmateé the first African American ever as U.s. Attcmey for the Dlsmct
of Ceiumbm Eric Holder, Jr. . ‘

- Nominated t?zxee Afnmzz American women, Veronica Coleman of ‘I‘eufxessee,
Vickie Miles-LeGrange of Oklahc;ma and Gayzzeiie Griffin- Jazzezs of Texas as
United States Attorneys.

E%NOW

" '?assed the smgle largest deﬁmt«czzttmg plan in Imstory, mdumg the
deficit by $496 billion over five years. :
Signed into law the Small Business Guamnt&&d Credit Eniimicement :
Act, significantly increasing the availability of 103:13 i:hat can be guaranteed
. by the SBA. -
. Initiated aggressive action to alleviate the credit crunch on small business .

and issued more than ten regulatory initiatives to ;zmmda small i}messes .

with more capxtal at lower interest rates.



lixpanﬁed the Earned [ncome Tax Credit to Lift working families out of -y
poverty with ingentives to work., When {ully implemented, over 20 wmillion
households with incomes of up to 3‘?? 000 will benefit.

Passed the Emergency Supplemental A;}prapnatveas Act ef 1893, ;}r{}v}&zng
$4 bullion in emergency unemployment comper}satzen to a;zpmmatgig, 1.9
mubion unemployed Amemca.rx workers.

- FAMILIES & CHILDREN

Signed the Family and Medical Leave Act, which requires employers to
allow. workers up to 12 weeks of unpaid leave to care for an m.fant or 4
loved one in a'time of need, =

- Pasged & cgzmpmhmzsive child immunization plan, which includes g 96% -

increase in funding, so that every child, regardless of family i income, will be
mmumeé agamsi zi;saaﬁe

' Z}mmaﬁzcaiiy mcreasaé funding for. the Womez&, iafazzts & Children (WIC)
- pmg‘mm : »

unacte& kay provisions of the M.zcicey Leiaaci Act, bmadezng food: stamp
assistance for poor f,amﬂms with ch:ldrezz

ﬂchwve{i $1 billion in fumimg for the Family Support and ?r&servaﬁmzz
Initiative that will help prevent child abuse and heip parents learn the
skills and tools necassary to raise chzid_.en .

' EDUCAEON |

. .

»{}mmatic&ﬁy izzcréased funding. for Head Start, with fuli funding b‘y‘ 19917

Cz‘eated the sztonca}ly Black College and Umvermty Camta,l Fmaucmg
Program, which provides a federal guarantee for private sector bond
financing for the repair and canstructmn of facilities at historically
black miieges and universities.

Created the Institute for International Public Policy, which tapé the

" talents of underrepresented minorities for the foreign service of the

United States and private international volunteer organizations.

-

Created the f:?‘aéultﬁf I}avelﬁpmeﬁtf‘eﬁowship' Program o make grants to
institutions of higher learning for programs to assist talented faculty from

underrepresented groups obtain advance degrees.and develop their careers:



Passed a National Service Act that:will pive tens of thousands.of young
Americans a chanée to corll.mbuti‘: ta their communities wrzzie. %ﬁ&y sarn
credit toward their higher education,

Proposed funding for the construction, maintenance, and endowment of the

Mary Mcleod Bethune Memorial ?ine Arts Center.

Passed the Student Loan Ref@m Act of 1593, which wiil make coliege more
affordable and save taxpayer money through direct federal lending.

Set forth "Goals 20007 2 wmprehensiva natiana_i educational rei‘am that
embraces new, world-class learning standards, underscores the link betwseen
education and employment, and encourages batzom -up, z:wt top-down,
educational reform.

; V()’ITNG RIGH'{‘S

f;zxgzzed the ‘v{ot,ar Voter Bzﬁ which expanda voting nghw for the poor and
the young by establishing voter registration locations in dnvers license
offices, unempioymeaz, offices, and other public facaiatles

Argued in court.for Lhe expaaswn of the ezzfcrcement of Seciw:z 2 of the
Voting Rxghts Act, -

'URBAN POLICY

Vigorously enfarﬁed the Civil Rights Act of 1964 in Vidor, 'I.‘exas by
Znnouncing a plaa to remove the Orange County Housing Authority Board

1

of Commissicners and Executive Director for failure to protect black former'_

residents in this aﬁ-whﬂe town's ;mbhc hausmg eommnmﬁy

Initiated a four-pronged strategy w heip mtegmte East Texas public .

housing facilities by increasing security and providing safe access to public -
| transportation in Vidor, Texas and establishing an oversight office to
- monitor desegregation plans throughout East Texas. The plan will be:

implemented by the Départment of Housing and ‘i.?rhzm Development s
part of 3 new dxrectmu for the department.

. Granted 330{) millian to the Urban Revitalization Demonstration Program

{(Hope VI) to revitalize the most severeiy distressed public housmg
developments in the nation.



“ Introduced legislation to create a network of Community Development ..
fleancial institutions to provide capital and hasic barzkmg services ta credit-
starved, 1mw -income communities. .

" Propoeed strengthening the Community Bewnvestment Act, which is
. designed to encourage banks to lend to members of the community.

» Daveloped a plan to create E}mp;:}v;rez:memt Zones and Enterprise
' l«{}mmumme& to encourage busmess investment in depressed urban areas.

" Signed an Executive {}réer directing the Interagency Council on the-
Homeless to develop a plan to make federal homeless programs more
affective to break the cyaie o§ hsmelesgaess '

® . Proposed the "D.C Imtzazwe which will create a wmpmhemwe program
for dealing with hemeiessness in the Dlstmt of Columbia,

. intwdué&d the Housing and C{}mmunity Developmeut .ﬁct of 1993, which
Cowidl sxgmﬁcantly change rent policy for public housing and make home .
: ownez‘sth easier for low income &mencans . _

Y
L

CRIME

Signed a Presidential Directive to reform federal fivearms Licensing
‘ procedures by improving background checks and imposing other.
_ security measures to keep guns out of the bands of criminals,

% . Signed a Presidential Directive to close zixe iQ{};}hzzi@ on z‘na zmpartamm
of asgaunlt pxsic},s

- Proposed a ﬁve éay wzuimg period on the pmﬁas& z:ff handguns (“TE;e
" Brady §§z}§“}

" Passed the ?ohz:e Blzxmg Supplement, makmg $150 mﬂhon available
to communities most in need of commumty p{}limng

. HEALTH

" Created the Office of Minority Health Regearch and A}tematlve Med:cme at
- the National Instxtutes of Health. ‘ \
® _ NMNamed the ﬁrst ever White House AIDS pahcy coordinator tz;z c}rgang
' fuademl policy to fight the deddly disease.



-

Revoked the Reagan/Bush "gag rule” that prolubited doctors in
federaliy.funded facilities and public clinics fram even memmmng family

'planmng (o their patients.

Revoked me Reagan/Bush réstrictions on famziy ceunsehng in military

‘ has;mals



. Director of ?elecommamcamns

Ms. Felicia Kessel
Consultant with Commg, Inc, & I\?AA{??
Columbia, MD

She serves as a p{zbﬁc affairs coasultant for Coming and several non-profit

- orgamizations. Her main task with Corning is o create understandable literature about -

the new technology for community-based org'aniz,gzi{}ns.

Ms. Nellie Thomton
National President
Jack and Jill ’
Mt. Vernon, NY

This is a national social organization for African-American children between-the ages -

. 6 and 15, Ms, Thormton is zlso aplementary school pringipal, -

Dr. Constance Sims

Love Christian Academy
b{anuet N’ew Yark

{See azzax:hed Wali Street Journal article. )

- Mr, Scotz Mills

Vice President
Lehman Brothers

_Washmgton, DC

Mr. Wﬁhm Todd

- Director, External Affairs

Bell Atlantic
Ariington, Vlrgmxa

He interested is forging Op;:«artumnes for parmars}up bezw&n African American
busmesses and. corporate America.

Mayor Wilber D, Mmtar Sr. (szoz Prm’f‘em of Ok Rxége, TN)
President '
National Black Caucus of Laocal Eilactaci Officials

Oak Ridge, TN



10.

Mr. Martin Taylor

Staff Director ‘

National Black Caucus of Local Blected Officials
Washingtoﬂ, BC

Mr. Ralph Everett
* Paul, Hastings, Janosfsky & Walker

Washmgmn DC

Mr. Alan Bowser
Executive Vice President of Opermzazzs
United Negro Coliege Fund (’UNC‘F)

The UNCF is zzzstailmg a new technology center, thmug?z the efforts of IBM, that will
link the headquam:rs and their 4i-mcmber przvate black colleges. )

Dr Ray | N Beasley
Director.

Academic Computer Services
Howard University

LY
. b

Howard University recently received money from DOD to put in a new t&chﬁology ‘

system at the university. They will link up with a local mg%z school to p:gmde
satellite information,



e

ATHGREETY BUSLHEGE ADCESS T poOn KTURNSED

IR TR . On JFue- GUE, 1994, vhe 0D wi i) erse wn Ovdox
catablinhang the rules o auelion appronimately 2200 wirelang
farrgisnal Communioailicgn: Goovioes (‘C%!tafr“gaq_ Aot baal lsuge
s hiwe ghe FCO will nanioty the (‘f} relanive rﬂ,h;:,i.xz AT SR
drupeminane PO Liesnues to o variany of buwiofees, !‘?Ju&‘ng

boinesaaes owned by minorilies.  Ensuring - LhaL\m seriow
businegses obtain PCE Licenses through this auciiun io wmbortant
to achicving the goals of the National YInformat ion .
Infrastrucvure, parbticulasrly the goal of univavsal atCu¥s.
Potencial large companies chat bid fer PCS licenazas have
tremendous economic powér aad styong incegntives o invest -
aphevantial regourcés Lo obtaln these licenses. This memozisric .
addresses & range of options vo promole mlnathy—%umlneﬂs entry
in the PCS avction-- from the mosy ef sctive to Lhe ieast
egffecrive.

I. ‘Univexsa;‘$erviqe-60m§ﬁtitiﬁe foiutions

A, Liccnaoing new wirclesa personal communinations services
(FRCS] in various markets thnoughout the United States can provide
a potential competitive solutlon tosevarxal goa s. articulated fmr

. National Inforwmaticn Tnfr&etxuatura‘{&II] inigiapives,

Specifically. a wide disseminalion oﬁ FCS iicenﬁea could support
the NIL.goals of: 1. universsl service and acceesg: 2. private
investment ia infrastructurs; 3. new compecition: ‘and 4. open

“aceress bo NIT. By structuring & .PCS framework wirh a variety Qf

markets, and smulciple competiters, large and small, 2CS could

T ecoue a signlficanl market goluticn Lo promoting uhlv&Lsal

accass and affordable pricing in markets throughout the couulry.

B. Promahing acgess by large numbers of new entrants could

insrease bhe potsntial tor diverse and innovative service

cﬂﬁeiingn; Companies owned by minowities can play a vital role
in serving cert&in geographlic areas and markets, thal might N
otherwise be overicoked by other industry comporitucs. . Purther,
mlnarlvy ~owned Fiyms have been shown to employ more minoricies
rélative £o pther compaciee. The combination of Lhese factors
promobe Congress’ goal of eneuring that new and inhovative
technologiss are readily accessible to the American people, 47
U.3.¢. 49»{31(3}(3} 1993 Omnibua Budget Reconciliastion Act
forra) |, o ' :

C. PCS will offer buainesses awnaﬁ by miﬁﬂllglem, WOTME T,
amall Businessse and rural tnlephcaa companies {(colleanively
besignated Entitles] -the opportunity to provide affordable
wireless services in varilous markets or seguents of markets that
might otherwise he ungerved L%lti&lly by the ‘arge -interexchange
and local exeohange csyvricra.


http:minol'it:.ie
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imporiant char
effecrively addrezees the Eollowing goals of section

iy gﬁﬁardable

D R ES AR i C s RV LI

) n. fir oeaier Lo ogarve chesao

P nacv Lo, i non v - ownend oompanlan a7 G wiygnifigane
yevit Lal Barriorn-- ageoesc o capioal and n\;u};c;;rx;;;;‘s::;**;ui:x:!‘.iez} in
the industry. These bBarcisrs have oxintoo avaen Wi hout
CaGu LTEnEEnl s o purchase an FOC licenss o Yeaschaoos Lhvough an
AnULion. Tha cuatlon reguiramenbe of ODRA i Ll wrewy an
Addivionad ha:rier to annrcy for minorizy-coaned Dupms, many Qﬁ
wirom lave uxperiencad problemz raising g weal {or ongoing
business wINCITAS in Zesa capibtal -incengive Andustries.

E. A% new compeuitors scek aa provida Coasumcy aceess Lo
pley LI, the abiligy to overcome existing vegulatouy Larriers 'and
capival formarica issues will ke critieal. As a result, 1t is

PCS liceniues

rhe FCC dooision o awctioy .
Aeg iyl of

nhe 1923 Omnibuez Budget Reconcildatlion aci {OBRA]:

L. Sencion 303{3){3)(B)-~ "promotlsl economlc oppartuniyy
angd competitibn and eneurle)] that new and innovative
rechnologics ave rsadily accessible ro the American people
by avolding excessive concelitralion of licenses and by
digseminaving licenscn among & wide variety of aspplicants.
including small businesses, rural telephone companiee, and
businesses owned by members of minariay groups and women.”

2. Seczien 393(1) (a1 (A Al pravxaﬁs Lhat o promoha the-,

sgatute’'s obiectives, the Commission shall *consider

. alternative payment schedules and methods of calculation;

- based services.

QbRra,
which establishad:

mariu

3. secticn 368{4) {4} {N
'small businesses, rural telephone companies,

including lump sums oy guaranteed installment pavménts, with
or without rovalty payments, ... and combinaticns of such
schedules and wmethods.” :

FCC "ensure that
and bugincanes
cwhed by weabers cf m;nmrlty groups and women are given ﬁha
app&rc&nxhy (R paztlgxpaxe in the provision ¢f. spectrum-’
To achleve this go&i Ehe statute reguires
the Commigsion to “consider the use of aaA cezz;f;;ata&,

b édsng preferenues,  angd other procedurs

mandazbes thar the

F. In,Order to sccomplish the competitive bidding goals of
the FQC adopted a Second Report and Order on Margh 8, 1994,

{1} gengrval rivles and procedures and a bBroad

of compericive bidding methods £oxr auctionable services; and

{2} "a mepue of gr&f&?anQS foy designated entiviee--including

spectrum set-asides,
and Lax cerveoificares.

‘installment payments, bidding preferences
The upcoming decision on June 29, 19924

will esgablish FOC suction rules for PCS,

and determine which

combination of these prefersnces must be used to effecrively
enbance the successful participation of minorities and othexr
degignacad entivies at the PCS auction,

w!
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ET.  # Liewsrdog SUrurtuce

N wach 2 8 menvian soron ziiz Brovwe 3 Verga brwammen and 5
e il faoenEan . Fooh o of ghe %1 cosonal Ma jor Tradioyg Araa [@TA)
Twoirkety will hoer 2o laage Ziccnﬁcn, each of the 493 Dauis Trading
Area (BTRE wil: haws 1 Large liusnae and 3 small Licensan. o

RLocorhe wieepsing June ¥, 1094 FCC decizion will detersina

e oxusnr co which minority -ownsd companies have a change uo
compene succesuiuliy for POY licanzes at the auction. Yo ordexr
o gatisfy the goals of OBRA Seciion 308(J) &nd the avtizulated

gqaals of the NTI, suction rulas gromolinyg minority entry inte PCS
must be effective, and. fully addrcza: ,

1. Acceas #o capical barriers;

2. Underrepresentation of winoritv-owned flcmg in vhe
telecommunications lndugtry:

3. Bffective inccontives for gartnvrx%g wilh minority
ccmpanles in order to over<ome the significant digparity in ches
CQOTIONIT POWSEY of lapger televommunicacions conpanies. :

Such disparities iuglude capital iavestment in
cirnfragtructure, billisns of dollars.in revenue, significant.
cachflow from ongoiny businszagssy, w&ge of acceszs to capital
markets at favorabls terms, cusiomer ‘Bil ling and marketlng
arrangenents, and za%zixallmy with state, local and federal
regulatory Mbmﬁlzance .

IXII. Econ&mic ?Qwer'ef‘?otential Large PC& Providers

A. The combined.revemus of the Rﬁﬁgs GTE. the three larger
Literexchangs C&IL&Q?S ATET, MIT and &prznz], and Airtouch, 1ig
$195.3 billion.' Combined earnings comprise $61.9 bhillioh; and
cumulative book-value is $85.7 billisn. Thes2 companies employ a
eumulacive potal of over 1 million people. The averags cost of
capital for these largs companles iz approximately 10%; as
oppestd bto 15,5%% for mid-gize companies like Allner, Rochiuter
Telephore, or SHNET, and 20% for start-up companies.

L. As parg'oﬁ cngoing operating expansss, large
cintersxchange carriers, such ag MCI, pay approximately $5 billion
in local access charges annually. Combined local acoess revenues
for interexchange carriers amounts to $30 billion annually.

C. The top 20 local exchange carrisrs ranked by a 1932 USTA
list, have over $i00 million in annual ¢perating revenue., The
local ewchange carriarg represent z cumulative total of
approximately 148 million access lines. "

*
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Ly,

1 SR TR 1;:!;:-- Cramgidn ot pisesh Bavaral ": no :u(} siil Lion Lo
grver Ben bl il lar s ancandd by Lo upueade vholy nwgworks

£, Cellulay oompeoiey have gapproxlgataelsy Sa-12 Billiun in
A b o reveneos, anad S10-13 Difbiene ia capital anvonoment .

F. in cdddittion re these companies. cable cowpanivy, utility
companias, nagloy companies, osyuipment ﬁ&ﬁh;atrurL 3 oand compurex
Cosmpanies also sre likely Lo Lnvegt in PO% Coamalatively, Thesg

cumpanies represent billions of dollara in additicaal cevenug .

" IV. What Large Providerg are likely to Bid for PCS

"

A. Incentives for High Bxdd;ng ;ncludm*

v
*

' B Avaad&ﬁg Accegs Charg&s

Interevchange c&rriar eifcrt vo veduce thelr annual §30
billion cumulative charges for local access frem locil exchangs
carriers. The interexchange carricrs will have jncentives to bido
for PCE to reduce their local loup access charger’ as a £imed
opsraring cost, and generate new souwces of revenue. Thus, the
value of PCS spectrum to intevexchange carrviers as a local loop
alternative ceould be considerably high; given their desire to
lower this the fixed expense of local access chargss.

2. Building on Bxisting Infrastructure

Local exchange carrisrs, cable operatorxs, CAPs, cellular
carrierd, wireless ESMR providers, and other entities with

Anvested capital in Cowsunicactions networks wiil seek to leverage

these ﬁaallltzew Lo enter new COH»umgr markﬂﬁsz oY enhance
CeXLBTING sServices. -

.

3. Taking Advantage of xx;sting ﬁaa&flow

Ceneraling auction investment revenuee from omgeznq
cashflows allows large cospanieg to set own termg for reépaynens
anci rcqulrcd return en investment in initial vears Further,
ongeing . OpﬁLdﬁiQﬁa can subsidize ininial lO””Qm f*om-PCg '
investmenlCs until markets develop.

4. Cost it nor an igsue
For large existing telesommunications and wiraless sérvice

proevidars, cost of apectrum acquisition may not be significant
relacive Lo valuatlon of aew opportunitiss to reduced exisnting
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Frastod sy e ancar weew morkabn e Ul ennancomen o L0 ﬁ?iiz=rirzq‘
infrastracrnre - '

3, Honnihte Couts of PCY Licenze Bid nned Hoetoworhk
Unorw oy 1100
Varronyg sstimetas of BTa or #TA POY buildout <osty TRty

L.
fronn S0~ 00 million doriars. ‘ L .

2. PO Licenze bidding valuavione by Largd companies will
vary, depending on theic socategic interxest. PCE ligcense vialues

cearld reach metwaen $10606-20G0 m&lllﬁﬂ gollars in certaxn Ky
mavkets For laxga players. |

3. &gaxnsn this backdrop, naw entrants, particularliy

. minericy-owned combanies and small bucinesses, must recelve

avckion preferencec which will scoount fex the folliowing factors
in oyder te effectively address the advantagaﬁ and h&adatara af

’\1argav Gntlti”ﬁ‘

Lﬂver&ga £ rom cyxstlﬁg business evana&b and ”ashflaw .
. Leverage from existing infrastructure plant investmeni
Accens to capital markets and finanuizal terms,

Ability to set own terme for payout period,

. Scyxatcgics to offset ongoing fixgd counts {e.g. local
access charges] or snter new mazkeﬁs {2.g. computer companies,
cable companies oy CAPa). —

. Wiche service poaszbllzCLus*

Wide~area service alternalive to celiular.

. Effective incentives four large company investment or

- partnering with minority-owned companies. .

"

WO U

WG

V. ' Policy Toolas for Minariﬁy~0wned_Qompani&e
"Range of options from most effective to least affactive.
"A. Set-aside for minorities

1. HMost gffective for lewveling the plaving field ang’
prometing participation by minority-ownaed Gﬁmp&%i&@ undcer ODRA
watloﬁ 20903,

25 Bacause of ln,eaopﬁrablllgy of P Ligense 3scheme
extablished by June 9, 1534 decision, Ruﬂh a get-azide would
attract investment capital for mlﬁorlry owned PCE companies by

large entities who would either seek no enter thoae markebs with

YT LIYY scrac&gias oY get zﬁvalvﬁﬁ in new BeYvicos.

3. Eliminates vaciables intyoduced by large pla ‘er markes
DOoVEY, 1ncluélﬁg revenues, cashflows, ﬁXzatlng Lnﬁrastructura,
subsidies, and eagier uccess to capital,

5
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qa. lexgga L dsones ralsed by case and asndesrs sl prelacane g
can be addyvesaed. '

H. Encraprencur Blockn
1. I Feguywes in TP OO ing perer W 1\5;31_ Len by busineseas the
Lhan largest players and pravidiag opportanivies [or the largesc

players Lo partner with smaller ontivicy, including minoxity-
owned businesses.

2. Utilizing a 3100 million revenue eligibility limirn,
would allow existing Tier II and Tier III local exchange catrierg
and mid-size interexchange carrlnrs Lo part1c1paIP in BCS
process. '

- .. PEGVLdlng 51gn1flcant blddLng credics co mlnorlLv I50-
0%}, women [30-40%|, angd small husinesses [25-30% Jwithin thieg’
block would help overcome the leverage of éexisting
infrastructures _owned by Tier II and Tier III LECS.

4. - Reduces the number of variables and advantagés that,
largest companies can bring to PCS auction process. .

5. Comm1551on cngagcd in cffort of this nature when it
‘liccnaed cecllular scrvices, and dedicated one license per market
to wireline telephone companies, an& one license per market to
nen-wiréeline, new entrants. Thus, classification of block to
promote new entrant competition along ecenomic lines ia not a
suspect classificatjon. Significant bidding credits for .
minorities within such a revenue limit test could offset sowe of

the -advantages of larger companics within this block. Further,
rural. tclephone companies would have enhauced capabilities to
campete for and win PCS licensges under such a schewe. "Finally,

laxqcx companies would have .incentives to warlner with deemqnated_
crtities, where they are excluded by the qucnue_llmlt

C. 'Bidding Credits Only .

To offset the advantages of Llie largest potenrial PCS
cempetitors., a raw bidding credil ol 50-70% would likely be
required. However, such a bidding credit would hot address rhe
various incentives that larger companies have to.make substantial
bids in. order to acquire PCS spectrum. Bidding’ credits less than
this amount, may or may not be effective in arttracting large
company anestmeht unless the size of bidding credit ellectively
offsets a fixad cost (i.e. a significant percent of PCS buildout
requirements. | ' : '

D. ZInstallment Payments and Partitioning
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Fvanpelical Schools |
Reinvent Themselves
By Stressing Acadzrmics
Shaking Off Bigoted Past,
- Many Woo Munorities,
Sendd Gruds to [vy League

‘Sin Cities' and Spenkings

By Steve Sveciow,
Seaft Brporter of THE Wath, Srwrer Bournsay
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i and the mafed goal is to gut
LY Bt Haprard Tialversity, Itis %
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wreated the world in sx daye, and har v
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Love Cruistian Acadesyy, & fouryear
oid private institition, s part'el 3 mw
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Utilike many of thelr
whodks sroffl ek fu e Bibie Bedl
They anem’'t all-white ssgrerstionds? soade-
e, Tiay dan’t hae Gapwin, “The
Calcher ln the Hye” or jockand ool Al
ety many st leach ceeationism, they
curpve with equal, € oot preaies, anlee @
provide 3 fst<iass edoeation. .
T e belleve in dolng everything in
excefteace,” says Pastor Clizton Utter-
bach, whose 3.00-member Pentecoslal
1 tor, Radeeming Lave Cormiian
Conter, IS povred 37 milion ot Love
Chicting  Acadory throvel Sty wad
Sovafioos. TThoe's aotdny el §opoe
tobre 2ot Coistianity that forces you 1o
be secaixd clags.” . ¥
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millios in 1964 ~ evanpelical schoots have

sonn the apprilte. alihnygh their aumbess 74,

pragpe 8 docade agn, warslment ouoe
agein I5 climbiag, 2l &k extimaled 10%: &
year. : .
Hastions of fatelerance

Mapy perseis send iRl sudeats i
fhristian schoots beeguse oy offer Bible
hueod sucricul . gllow prayer and prexch
conservalive valuss such 8% sexual abgii-
sence. Historieally, awademia wasa’t thedr,
sipengy, For years, st uf ¥ LT

|

were ali-white, foundad first 2o foresnost -

f wvnidl courordenmi SazTRZation. Cxitics
have lagy lambasted fhem 2% backward
bastions of faolecanes., | 7

Bul the Critos, rfietaric 1goofes the

Prompled. by omnpatition R studeats—
and prasiyee {fei parests ~ tany bave

. rekavented themseives, putilny a aew o

phasis oo ackdemics, Now they e e
shoice of & growing aucober of lasuilies

fraitnted with & pubiiccchoul gyvram that -i- -

109 olte lails.
“When peapie cxne (o our school, whal
is 6ten motivatiag them {s they nt koking
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Particinanis __ i

aty, Fehem Kessel
Consultant with Corming, fnc. & NAACP
Columb, MD

She serves as a public affairs consultant for Corning rad severat non-profic
arganizations, Her main ask with Corning is to creaie understandable literature about
the new technology for commuanity-based organizations. ‘

‘Ms. Neliie Thornlon

Mational President
Jack and jill
Mﬁ, Vemon, NY

This is a national social Qrgamzzzwn for African-American children between tizc age:s
& and 15: Ms. Thomton is also alplementary school pringipal.”

Dr. Constance Sims
Director of Telecommunicatons: - <

R

Nanuet, New York
(See attached Wall Street Journal article.)

Mr. Scott Mills
Vice President
Lehman Brothers
Washingion, DO

Mr. William Todd _
[xrector, External Affairs
Rell Atlantic . ‘

- Astington, Virginia

" He interested is forging opportunities for partnership between African American

husiresses and corporate Amez‘ica: :

Mayor Wilber D, Minter, St, (’Mayer Pro-Tem of Oa& R«Ege ’Z"N)
President

National Black Caucus of Local Ii‘llcr:w:l {}fﬁcxais

Qak Ridge, TR
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Mr. Mastin Taylos

Sudt Dirceior . :
Mational Black Crocus of Lacal Hleewed Offictudy
W{mzmgzma, e :

Mr. Ralph Bverclt
Paul, Hastngs, Jm{}sfsi{y &. Walke
Washington, DC

Mr. Alan Bowser - -
Executive Vice President of Operations,
United Negro College Fund (UKCF)

The UNCF is installing a new technology ce;zier, through the effonts of fBM, thas will
link the headquarters and their 41-member private black colleges.

Dr. Roy L. Beasley

Director ‘ Lo ' o .
Academic Computer Services '

ﬁowzﬁd ’{}mvmziy

f{eward Unwe:sziy recently zacmvad muncy i’i’am Di}{) 1o put in a new ix:chnalogy
system at the university. Thcy will {mk up wﬁh a local hzgh %hoai W provide
satelfite mf{)rmanon



i VICE PRESIDENT
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July 20, 1994

The Honorable Maria Cantwell
House of Representatives
Washington, D.C\ 20518

/ W» ;
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I write today to express my sincere appreciation of your efforts o move the national
debate forward on the issue of information security and export controls, 1 share your strong
conviction for the need to develop 2 comprehensive policy regarding encryption, incorporating
an export policy that does not disadvantage American software companies in world markets
while preserving our law enforcement and national secunty goals. .

As you know, the Administration disagrees with you on the extent to which existing
controls are harming U.S. industry 1n the short run and the extent to which their immediate
relaxation would affect national secunty. For that reason we have supported a five-month
Presidential study. In conducting this study, I'want to assure you that the Administration will
use the best available resources of the federal government. This will include the active
participation of the Nationa}l Economic Council and the Department of Commerce, In
addition, consistent with the Senate-passed language, the first study will be completed within
150 days of passage of the Export Administration Act reauthorization bill, with the second
study to be completed within one year after the completion of the first. 1 want to personally
assure vou that we will reassess our exsting export controls based on the results of these .
studies. Morsover, all programs with encryption that can be exported today will continug to
be exportable. : ‘ :

On the other hand, we agree that we need to take action this year to ensure that over
time American companies are able to include information security features in their programs
in order 10 mamiain their sdmirable international competitiveness, We can schieve this by
entering into 3 new phase of cooperation among government, industry representatives and
privacy advocates with a goal of trying to develop a key escrow encryption systems that wall
provide steong encryption, be acceptable to computer users worldwide, and address our
national security needs as weil,



Key escrow encryption offers a very effective way to accomplish our mutual poals,
That is why the Administration adopied the key escrow encryption standard o the "Clipper
Chip” to provide very secure encryption for wiephone communications while preserving the
ability for law enforcement and national security, But the Clipper Chip is an approved
federal standard for telephone communications and not for computer networks and video
networks. For that reason, we are working with industry 10 investigate other technologies for
those applications, ’

© The Administration understands the concerns that industry has regarding the Chipper
Chip. We welcome the opportunity 1o work with industry to design a more versatile, less
expensive system.. Such 4 key escrow system would be implementable in software, firmware,
hardware, or any combination thereof, would not rely upon a classified algorithm, would be
voluntary, and would be exporiable. While there are many severe challenges 1o developtog
such a system, we are committed to z diligent effort wath industry and academia to ¢reate
such 3 gystem. We welcome your offer 1o assist us in furthering this effort.

We also want to assurs users of key escrow encryption products that they will not be
subject 1o unauthorized slectronic surveillance, As we have done with the Clipper Chip,
future key escrow systems must contain safgguards to provide for key disclosure enly under
legal authorization and should have audit procedures to ensure the intagrity of the system.
Escrow holders should be strictly liable for relessing keys without legal authorization,

We alse recognize that a new key escrow encryption system tnust permit the use of
private-sector key escrow agents as one option, It is also possible that as key escrow
- encryption technology spreads, companies may establish layered escrowing services for their
own products. Having a number of escrow agents would give dividuals and businesses
more choices and flexibility in mesting their needs for secure communications.

[ assure you the President and I are acutely aware of the need to balance economic
and privacy needs with law enforcement and national security. ‘This is not an easy task, but I
think that our approach offers the best opportunity to strike an appropriate balance. [ am
fooking forward 1o working with you and others who share our interest in developing a
comprehensive national policy on encryption. [ am convinced that our cooperative endeavors
will open new creative solutions to this critical problem,

Sincerely,
Al Gore
AG/ges .
bee: Representative Lee Hamilton Representative Ronald Dellums
Representative Dan Glickman Representative Floyd Spence

Representative Benjamin Gilman  Representative Sam Gejdenson
Representative Larry Combast Representative Tohy Rot
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THE WHITE HOUSE
OFFICE OF THE VICE PRESIDENT

FOR IMMEDIATE RELEASE CONTACT: 202-456.7035
THURSDAY, October 20, 1994

VICE PRESIDENT UNVEILS FIRST INTERACTIVE CITIZENS'HANDROOK
Internet Service on White House, Administration Provides
Multimedia Electronic Infermatian

WASHINGTON -~ In an effort to make government information more readily
accessible to citizens across the country, Vice President Gore, joined by Associate Director
for Techology in the Office of Science and Technology Policy, Lionel §. (8kip) Johns and
world-renowned artist Peter Max, today {10/20) unveiled the first interactive, multimedia,
electronic citizens’ handbook on the White House, including detailed information about
Cabinet-lovel and independent agencies, and information about the First Family and the White
House,

“This first-of-its-kind program is an electronic roadmap to the federal government - a
place on the information supethighway where people can get needed information about
© government services and where they can provide immediate feedback & the President,” Vice
President Gore said,

"Welcome 1o the White House: An Interactive Citizens’ Handbook™ provides 8 aengle
point of access to all elecironic government information on the Internet, a vast electronic
camputer network used by people i more than 150 countrigs. Examples of sceesable
material demonstrated af today's event include information about the President and Vice
President and their families, a virtual tour of the White House, detailed information ahout
Cabinet-level and independent apencies, a subject-ssarchable index of federal information, and
a map of Washington, D.C.

By using {ree software such as Mosaic, developed by the National Center for
Supercomputing Applications, a person can access this information through a multmedia
interface which includes photographs, audio, and "hotlinks” in the text that take the user to
related areas of interest. I also 1s accessible by individuals who are hearing or sight-impaired
through the use of Lynx, special software developed by the University of Kansas. For those
mdividuals without 2 computer, the information will bé accessible through public libraries,
desigﬁﬁi&d buginesses, non-profit organizations, schools, uzziversit%es and museums. ‘

The service promotes interaction ané participation between citizens and ihelr federai
govemment It is part of President Clinton and Vice President Gore's vision 10 create a

7 National Information Infrastructure -- a seamless web of communications networks that will

forever change the way we live, leam, work and commumcate with each other,

"Welcome to the White House™ can be accessed at: htip://www.whitehouse.gov
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and his kin can place the cursor on
# box colled “Family Life at the
White House” With a click of the
mouss, this informating comes up
on the screen:

o relax, Frosident (lingon
ploys the sagophone and, oocasion-
ally. a round of goll” Color pic-
tures show the president making
music aned hacking at & goif ball,

The tour goes on: “He fikes 10
play with the family car, Socks, uy
well as enjoying other leisure ae-
tivities, such as horseback riding,
trike riding ond boating” There is
a color piciure of Socks on the
president’s shmldern

There ts even 2 bhox marked
“Pregident’s Welcome Mesgoge”
Click the mouse and you hear Mr,
Clinton saying, "Welcome w the
White House” and, at the end, re-
mitding users, “Please douy for-
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Another box allesss the user &
sign the guest book and register
coinments. Chek another box
hear from Me Gore

The systesn has more serious
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ers ran cell up geversunenl job
listings #3 well as information
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uther governmesd programs,
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Info highway leads

to Pennsylvania Ave.
‘White House open for Internet tour

Vice Presidant Al Gore discusses the wonders o the govemmmt
dormation gvailable with the chick of a incuse via the World Wsde Web.,

calls “the firstinteractive ¢Hizens'
handbook”

Mre Gore was partcularly im-
pressed by the epportunities made
avatlable by the Small Business
Administration. ©its e having
an S8A regionnl offise sn ovomr
deskiugp” e said,
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MEMORANDUM FOR THE VICE PRESIDENT

{ROM: MICHAEL GILL
IiM KOHLENBERGER
SUBIECT: DNC AND TECHNOLOGY

Your meeting with Senator Dodd today is an opportunity to highlight the critical need

{or cmbedding technology throughout the DNC operations.  Dodd and Fowder ‘both-have said
that technology is & fop priority at the DNC. We have concems, however, that there is a need
for more structured approach toward technology and more coordination between the DNC, re-
clect, state parties, the convention and the White House.  Additionally, we want to crsure that
Vice Presidential; staff are involved in the decisionmaking process.

DINC M ’ N
Tony Wilson, Jim Kohlenberger and 1 have met with Dick Bell and others at the DNC
(o discuss the current state of technology at the DNC and what needs to be done in

order 0 be pmparad for the next 19 months. The meeting went very well and the
group agreed the DNC needed the following:

1) agood PLAN.

2) Sufficient FUNDING. (you were mentioned as a possible ranunaker)

3) an EMPOWERED technology decision maker (the group &ué,j:,csicd
Dick Bell from the DNC.)

4) 10 Cnsure FEC compliance. {corporate donaticns, ctc,)

Qmﬁ?i}.&.ﬁéﬁm&ﬁm

Rep. Rose was asked by Chm. Fowler to help get the Web Page sct up at the QNC
Rep, Rese colled me and requested a meeting, 1 checked with Leg, Affaires and
Domestic Policy and they thought it was a good idea. [ met with Rep. Rose and told
hiny of the meeting ¥'had ‘at the DNC andexplained to him our goals of a PLAN, '
FUNDING, I“MPOWE*RIN(} A TECHNOLOGY LEADER and: I’”I‘»ZSUR?N(} F‘EZC
COMPLIANCE. | ‘offered 1o help him in any way and told him we were very
interested and enthustastic about building a solid infrastructure at the DNC. And that

‘with good planning the DNC, the Reeleet, the Hill and the White Hoose would ail be

able 1o talk 10 cach otber AND to the state party members throughout the convention,
the campaign and beyond,



SUGGESTED TALKING POINTS

iF THE SUBIECT COMES UP YOU MAY WANT (O COMMENT ON THE
SUCCESSIFUL MEETINGS YOUR STAFE HAS HAD ON TECHNOLOGY AND OUR
WILLINGNESS TO HELP IN THAT REGARD.

YOU MAY WANT TO COMMEND DODD AND FOWLER FOR MAKING
TECHNOLOGY A TOP PRIORITY AT THE DNC.

SINCE THE REPUBLICANS ARE AHEAD OF US AND HAVE MORE MONEY, YOU
MAY WANT TO MENTION THE NEED FOR A GOOD PLAN AND A GOOD PERSON
IN CHARGE SO WE GET THE "MOST BANG FOR OUR TECHNO:BUCK®



THE VICE PRESIDENTY
WASHINGTON

STATEMENT BY THE VICE PRESIDENT ON
PREFERENCES FOR "DESIGNATED ENTITIES”
IN A BROADBAND PERSONAL COMMUNICATIONS SERVICE AUCTION

On June 29, the Coramission will adopt rules for conducting auctions 1o assign
licenses 1o providers of beoadband personal communications services (PCS), including how
best to incorporate into & competitive bidding scheme preferences for certam "designated
entities," such as small businesses and businesses owned by minorities and women, The
Administration applauds the Commussion’s sfforts to address this difficuli, but critical issue,

The Administration strongly supports the Commission's tentative proposal to reserve
two “entrepreneur’s blocks™ within each Basic Trading Area for entities whose annual
revenues are below a certain threshold -+ for example, $100 million . A specific small
business designation for these blocks is the most direct effective mechanism for preserving
opportunities for small companies in an auction envhonment, which was a major concern of
Congress when it authorized the Commisgion to use auctions.

In addition, the Commissicn should permit small businesses to reduce up-front costs

by permitting installment payments, i.¢., allowing such firms to pay for Heenses n
tnstalimenis over a period of years.

The Commission should also ensure that businesses owned by minornities and women
arg not excluded from the competitive business process. Study after study indicates that such
businesses are significantly underrepresenied in most telecommunications markets and that
access to capital as the principal impediment to their increased participation in those markets.
To rectify this situation, minorities and women who are otherwise eligible to participate in
auctions for the designated "entrepreneur's blocks” should be given a bidder's preference -
that is, a minority or women should be able to purchase a desired license for a specified
discount below his or her winning auction bid.

The Commission should alse atlow larger firms to make non-majority, non-controlling
equity mvestments in businesses owned by wormen and minorities without voiding their
eligibility for the entreprencur’s blocks. Allowing larger investments would risk sariching
individusls for serving the interests of lurger firmg, rather then creating a new gensration of
minornity and women owners who can enrich the lives of their communities. For much the
same reason, the Administration also would support limits on transfers of "entrepreneur block”
ticenses to non-ehigible firms for a specified period of time {eg.,. 3-3 years) aflter they were
first acquired at auction.
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Reparks of
Vice-President Al Gore

The Anncd Forces Conunumestions and
Electronis Association Conference
Tyson's Comner, VA
Febreay 13, 1996

The Technology Challenge:
Building a Govermnment for the Information Age

Thank you very much. Thank you very much, Roger. | can't thank you enough for
those kind words, Really, too kind. They set ofl my hubris alarm of there was such a thing
hased on smoke detector technology.  Politicians ought to carry them on their belts, but i do
appreciate your kind words and, more than that, | appreciate the chance J've had to work with
vou andd I'd fike o sav herc to this group, Roger, that Roger Johnson has really been my kev
ally i the internal debates in the White House duning the eritical stages in which reinventing
government was either going to get off the ground or crash ignominiously. And as a former
CEO who understands the bottom line, he was ahsolutely essential w1 coming in at the right
moment to make the decisive arguments, and | really appreciate your help and your
frniendship, Roger, and we all wish vou well as you go back to the pnivate sector, and thank
you vory much for a job well done,

1 wani to acknowledge the other distinguishod guests who are here. David Barvam,
Deputy Secretary of the Department of Commerce, another good friend and ally.  Jobn
Koskinen, the Deputy Director at OMI3, and my key ally in the Executive Ofhee of the
President who handles reinvention work out of OMBE. Frank Gieca, Chairmian of thie $3oard
of AFCEA; hm Busey, President of AFCEA, and thanks to tis organization {or s
oustanding work and {or your hospitality this moming, as well. And Jim Flyzick, Diectar 6
the Office of Telecommunications Management at the Department of the Treasury, andd '
someone wha's waorked very closely with Elane Kamarck and Oreg Woods and miyself, Bob
Stose, others that are reinventing government teamy, and we apprecraie your helg, Jim,

I didi't quite understand those remarks abou stifness and senousness, Roger. I's
beon so eold lately, people who don't know me well have thought T was frozen stiff. But P'm
used 10 those comments, acawlly, Every time t hear a new "sull™ joke § aheays have e
sane reaction, "Very funay, Tipper™

[ dor greatly enjoy being vice peesident, and Py reminded of die great sead of the vice
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president here, of one of the reasons why T enjoy it so much. 1 you close your lefl eye and
turn your head just night it says, “President of the United States of Amenca”

A
R

It's really a dnll for me every time,

The digital presentation that vou just saw shows not only two different ways of
working. but twe fimdamentally difforent ways of thinking. Two organmizing metaphors, 1f
you will, Fundamentatly tmportant, because a5 we shift metaphors we shift our understanding
of the world around us. Since the carly 19003, & least, the dommnant metaphor in America
has been the metaphor of the factory, a clockwork machine with huenan hands among its
moving parts. Weve talked about all of the dungs important © us in machine and factory
terms. Welve talked about the cconomy m mdustnal terms, "pumpng 1t up,® watching i
“wind down." QOrganizations have been hierarchical, with top management, middic
managernent, and workers seen as cogs i the machine, programmesd by those who make the
decisions at the apex of the management pyramid o perform the sane task repetitively, over
and over again. Schoolé drew paratiels with assembly lines, almost literally, with desks in
paralic] rows where products and children moved through a series of steps with value added
al each step along the way.

L3ut that raetaphor has outlived its usefulness.  That doese't keep us from continuing 1o
use 1, however, as we lean on a crutch of older metaphors thal are splintering with age. So
this week, mn 2 serics of three speeches oo science and technology, 1 am, among other things,
suggesting an aftamative metaphor, an updated metaphor. One more appropriale o the tines
and, hopefully, with a greater ability to explain the new circumstances m which we find
oursclves. 1 15 the metaphor of distnibuted mtelligesee. 1t 15 based on a conmyputer wctaphor.
And, hopefully, 1t can help update our notions of sell-government and bring them more into
hanuony with the new realities of the infarmation age.

At the beginmng of the computer age, in the manframe era, we relied almost entirely
an machines with huge central processing units, surrounded by fields of data anaved In
mermory cells. The design was not unlike that of a mass production factory. The central
processing unit, or CPUL sent oul to the fiedd of memory o get raw data, brought 1t ik
the center, processed i, then distibuted the results back into the memory. This techmque
porformed conain tasks quite well, especially those that were amenable 1o a rigid hicrarchy of
data. Then advances begarn,

FEAM wat its st big push with a now weehnique called vector processing, whseh relied .
on the saime basic teehnigoe bat it speeded 1 op. As one of these tsks was undoray the
tieas woukd begin, before the first was completed. Bue all of the data saivieved frang the (cké



of memory st had o be stacked up at the CPU 10 be processed sequentially. And thit took
tine, and still caused three trips from the processor to the memory field. That geacrated
energy and made it more difficult to reach fasier spesds.

Then along came e new architecture of massive paraliclism.  We broke processing
power Into - [ say "we," the cleverest computer scientists i1 our country — broke processing
power o fots of units and distnbuted the processing power out into the ficld of memory so
that in cach location where memory was stored there was co-located z small part of the
cumulative processing power.  Presentedd with a problem, all of the processors in this maching
began 1o work on parts of the problem simultaneously, and all of the different parts of the
solution were brought to the center simultanesusly and assembied. It tuned out that for most
problems that approach just works betier, provaded these is adequate software to coordinate
the signals for beginning work and ending work and integrating the parts of the solulion in

the propur way.

Well, this basie 1dea has heen applied clsewhere in our Dives, but the mietaphor has not
traveded to many parts of our lives and didn't conie anywhere near the govemment. And
that's a shame, for @ the realm of governance or econotnics o public policy the model of
distributed imtelligence has enormous explanatory power. Think for a moment about what the
American Revolution was all about. We got tired of having decisiors made for us in another
place across the ocean,  And our forbears wrote a revolutionary document for self-govemnance
tht was based on the exciting and revolutionary principle that the ordinary porson is best able
to make decisions that affect his or her life and s capable of makiny those decisions in
combination with all of the other citizens of this new sation of ours. That's distributed
mielligenee. People are better able o understand the cacumstances of their own hives and
make political decisions based on that understanding than anyone can make for them And
when their conudative judgments are made, the resulting guidance for our nation is far
superior so the decisions made by a monarch or a tzar or a dictator in whatever guise.

Take a second example. You can explain the econoniic collapse of communism by
poirting out that capitalism takes advantage of distributed imelligence. The so-called
“imvisible hand® of the marketplace results froms anllions, mdeed billions, of sasall decisions
madde by huvers and sellers i the markeiplace which, together, process an enomous amaunt
of mitrmation that datermines which supplics of whal products should be at what location at
what price. As the pace of our lives speeded up in this century, tie ability of a centeal
commemand authority in the Soviet Usion or any othier communist fand, to keep up with the
economic needs of the various parts they attempiled o govern, essentially broke down.

To take a third example. I the private sector tus same phenomenon ad the same



metaphor which crcompasses it ituminates why business is shedding middie layers of
management and pushing decision-making authonty cut 10 employees on thie front lines,
whese arganizations encounter chaoge first, at the edge, not at the center,

Business Woek, some years ago, had a cover story entitled "The Virual Corporation.”
Yet, the phrase "virtual organization” still comkes across to many as a Kind of a buzz, phrase,
years after the business community has incorporated suost of 1s essential tuths. Your
conference title, "Virtual Governvent on the NI teils me that you understand quite well the
power of the distributed intelligence model embodied w the information superhighway and
that you are here explonng the changes it makes possible.  This is your game, and your tools
of the pame are powerful and growing more powerful. Tomorrow, | will be going o the
University of Pennsylvania 1o commemorate the fiftteth anniversary of ENIAC, the world's
{irst electric, programmable computer, a computer which filled a very large room, yet had less
capability (han today 1 in my wristwatch and in many of the watches worn in this roon,

The explostve growth of the World Wide Web began just three years ago, with the
alpha release of Mosaic, Browsers like Net Scape, Mosaic and Microsofl Tixplorer are
already into their second generation, with fabulous speed and the facility 10 search the entire
planet for information and then deliver it w right under your nose. Your [T tools are
comparatively cheap and getting cheaper rapidly.  ENIAC cost $486,000.00 10 budd, 1lus
watch cost $35.00. ENIAC used coough kilowats in an hour to power a typical house for
almost two weeks, Today's pocket caleulators, vastly more powerful than EMIAC) go for as
littie as S20.00 and run for years o a $3.00 battery or cven on God's free @ift of sunlight.
‘The cost of storing data has fallen from $5.00 a megabyte to less than 25 cents, in just the
last three years. And that is measuring it i mid-plunge,

I recently used statistics comparahle 16 these with a group of voung people, and relicd
an an old and, to some cars, hackneyed example by saying ff antomobiles had snproved i
performance and price as ragddly as compuiers 1y the last ifty years, thon a Bolls Rayee
today would get a mithoa miles a gallon and would cost only 15 conts. A student in the
front row raised his hand and said, "Yes, Mr. Vice President, but it would only be abowt this
long”

Metaphors are Himiting as wel as illuminating.

American business, thougl, has beea applying these new idonmation tools aad the
newe etphor that explains modem organizations. and has been reinventng nsclf o conypeie
and win, We know that we can do the samw thing iy govermeng,  Our reinveation progeam,
begun with the National Pecformance Review, is showing ansazing results. My new book,
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“Common Sense Governest™ - | don't get any proceeds, I'ns not hawking this book here -
the proceeds go o charity and fo establish cash awards for exoclience among federal
employees. This tells the stories of the people, some of them i this room, who are making
these changes happen.

There 15 a great dead lefl to do. We have barely began. But we're now moving in the
right direction and we're ganing speed and momentum. Bu belief fn the power of the new
mgtaphor and the suceess of reinvention so far contribite 1 ne skl way already to the
president's commitment to a balanced budges. We know we can nke government work
better and cost less. And the great enabler in retnvention stceess has been information
technology. Not st because of the new capacity o handie information i1 gives us, but
because of the way it stimulates new thinking by men and women in organizations that have
orown stale and find it difficult 1o do the job well. By encountening a new capacity (0 handle
mformation and do work in new, more efficient ways, mfonmation technology has inspired
any peopsle o literally reinvent the orgnmizations they are part of. We're seeing this hve up
@ its potential as a tool {or revelutionary change.

{n Miams, individual inspectors tap into worldswidde collections of data to target high-
risk shipments and speed inspections. What has resulted? Cocaine scizures arc up by a
factor of three, compared to this same period last year. And, simultancously, we're moving
passengers through the airport much more quickly. And as we ook ahead to 2 balanced
hudget world, we can see technology solutions that will fet us do more with less. Baby
hoomers carr expect world<class service from the Social Security Admitsstralion because of
“programs 10 re-cnginecr intermal processes and put Social Secunty Administralion's services
on-line and on Kiesks in malls, -

All of this smakes the imen and women s thus roam, you who are {eaders of the
govermmznt's nfonnation technology brain trust, more important today than ever before in
thig natien's hustory, because you hold the key to the puzzie owr nution faces. How can we
deploy these new technologies 10 reduce the cost of government und, at the same time,
improve delivery of the govermment's services that our citizens demand. As you work to
answer that question, vou will sec us changing the way we acquire technolagy for the virual
govemment. The now way its our distrbuted mitelligence model and follows the best
practives of husingsses. As you well know, what we's been doing oy the past benefits the
ald fuctory model

This past Satarday, m the defense appropiations bill, i president signed into law the
Information Techmology Managemient Reform Act of 1990, {2 1s the result of substantial
bipartisan effort. We have been working on tns very closely with Senators Cobien and
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Glenn, and will shontly — aad the president will shorily issue an executive order watly the
details moessary (o cary it o, Ina nutshiell, we witl distribute procurement authority to
agencies bui hold them accountable for resudts,  Infonuation technology 15 a capital
investment, and we expect retums in the same terms that business docs, like savings and
praductivity.  Next, we will share technical resources across agency lines, working as a virtual
government on the biggestissues and on common needs.

Third, we will encourage more rapid, modular procurement of ngijor systems, sather
than massive mega-contracts that outlast technology changes and outlast managoiment
wrmover. We have had enough of that approach. We will shift protests from the Gerneral
Services Board to GAO's less burdensomc process, and we will crente o chicf’ information
officer as a focal point in cach cabinet deparunenst and major agency. S0 we have a best in
business management appraachs, a powerful new organizing metaphor, and we have
breakthrough technofogies.

Is anything missing from this vision? Well, yes. Something so smponiam that,
svithout it, we would just waste our money.  Our efforts 1o build tonwmow's government must
be anfailingly customer-deiven. Let me give you a quick example of the point that I'm trying
o make here. In fact, #'s about drivers licenses. A few vears ago, the State of Oregon
decided 16 improve service at their DMV offices. They figured everyone hated waiting i
Ime to got Hicenses, Thoey assumed that was die main probliem they had 10 solve. So they-
dosigned a new, faster, more powerful compuler system to speed up the p*ou‘::% and they
prepared to install nore workstations.

Luckily, before they actually bought and instalied die whele thing, they stopped long
encught o conduct some focus roups with custonsrs, and they actually asked therr customers
what they wanted in order o fine-tune the system. They got 3 big swprise. The nunsber one
cusianer complaint was not the long lines at ail. They weren't even close. Anybody guess
what the biggest problen was? The pictures. The unflatienng photographs on the hoensc.
People only had to wait in ling for a leense once every five years, but they had to look at
that awlul picture every time they took it out of their wallet or purse; there was the miug shol,
Well, once Oregon accurstely identified the problem their customens most wanted solved, they
designed a slightly different high-tech solution, a video systenr that let people see and scloct
from several shots before the Heense was printed. Vaniry prevatied. The customers were
lappy.

But the argimization sorked as it should have worked, We have leamed this lesson

cver and over again, rerwenting government,  For exampde, tee I8 assumied that faxpayers
put top priority on getting their tax booklets right after Cluisimas «— - so they could look @

6


http:Gcncr.ai

them on the desk for months as thew anger buill up slowly. [n conducting interviews and
taking other steps to ascertain what the customer really wanied, they found that the wop
prionty was as hittle contact as possible with the IRS. So, now you see the IRS rolling out a
hast of electronic filing options, like Tele-file, in ail fifty states. Tele-file takes about eight
aunuics and s almost eror-proof. And for those who use i, why would we go back to a
pastcard? The telephone s much caster.

Some of our reinventors have alse used customer mput to tolally shape 2 product
called the ULS. Business Adviser. The ULS. Business Adviser 15 a web site that gives buginess
ong-stop access 1o all the government agencies that regulate or assist businesses, W put it
together because one of the complaints we heard most from business was that they had 1o go
doar-to-door and mere, dealing with forty-plus difforont agencies. Claurdy, a high-tech
solution wag possible, and a lot Taster and cheaper than frying 1o physically move agencies in
with each other. '

So the custormers started us down this wack, We unveiled and demo’ed an early
version at last susmer’s White House Conference on Small Business, The confurees there
loved the concept. We showed it to the president. He asked for a seard about cutting
Christmas trees on federsd Iands. We had the answer i seconds, and he was impressed. He
rememnbered the principle, "Ask your customers,” and created 3 task force w work on the
product with business users. And, by the way, | want to again thank Dave Barum, Deputy
Secretary of Conmerce, and also Phil Lader, Admimsimtor of SBA, for what the two of thom
have done in lending a femific inter-agency task foree that produced a wonderful new verston
of e Business Adviser, Tl show vou that version in just a ninute.

We pit the Adviser up on the sweb with & commments button, so everybady could make
suggestions.  We ran sessions with user groups from busmesses, large and small, all over the
comntty, m order 10 get indepth foeedback on the design. In other words, we teeated # Tke 3
pracluct being waken to markel, Mere's what we heard,  Owr custoniees absolutely love the
Business Adviser ides of one-stop access to our information and services, And they wanted
10 change practically evervtling about the version that we showed them., Well, we have donc
that now, and the new version goes up o the World Wide Web us soon as | siap my finpers.
[Smap] [Music]

Far my next trick . Wall, fadics and gentiamen, (the pow custoner-improved
VLS. Business Advaser, '

Now, as 1 show vou what i can do, 1 wiil el you abowt some of the sumiises
our custoniers fuad for us, Page [ of our (st version looked Tike g, We thouglit that



looked pretty neat, and the president loved it Pape 2 was cven better. 1t bad a big, high-

resolution color picture of mot. But our customers, @ good many of whom apparently are ¢
Republican busincss owners, didn't want to wait with the meter runining swhile our big,

beautiful pictures downloaded. So the new version looks like this. And, i fact, you sce the
customer ean even select text only and get the plain, pipe-rack version. That's for those in a

hurry, or those running text browsers hike Links. The systeny will also asiomatically sense

and respond 1f the user 1s coming through a version 2.0 browser, fike America Ouline, or it

will automatically switeh to give the full treatimen to users on Net Scape or otter HIML 3.0
browsers. .

The custamer user groups said they wanted the Adviser o do five things, Those
things are embodied in the five function buttons shown bere and on all pages. They want to
go straight to commonly-isked guestions,  They want to find out how 1o do things. They
were emphatic. They didi't just want more information — they're up to their ears in
uformation. They wanted 1o be able to quickly find out how to do things, and then —
inagine the temerity - they wanted (o go ahead and actuzlly do the things. Like, file their
taxes. Report wage and withbolding data. Apply for permiis and licenses. So thus mew
Version sets up a structure to do thae and makes a start along tiat line. And there will be
plenty more 16 come.

Our custorners want 1o scarch in plain Englishi for specific things they seck.
Sometimes they want 1o browse 10 see what we have got. And they want news, the latest
news. Under "Comnion Questions” we put answers o comiron businiess tax questions, Postal
Service questions, and other questions. This 18 a basic struciure that can casily accept the
cominan questions from other agencics. We set up this flaxible structure to accept additions
m all parts of the Adviser,

In the "How<Ta"™ section, businesses 1old us they wanted how-to information,
compliance assistance lools, and other step-by-step guides.  Here, you wall find advice from
the Small Business Administration on how (o start a business.  You can also pet forms and
publications from the IRS o assist you during tax time. OSHA has a neat tool called the
Ashestos Adviser, which helps you detertiioe if your building 1s asbestos sale. 1 it's not, if
prints a customized guide (o assist you in waking your building match the asbesios rules,

For searchies, we are giving bustiess several options. For example, they can search a
host of dugabueses from the Govamnent Printing Office, like cconomic indicatass or tw
Federat Regisier, or - and this 15 my favorite — customers can use o simple Eoglish goery 16
segreh thaough 106,000 foderal govenument webs pages i seconds.  hnagine, vou are Jooking
for wifommation on exporting ado pats o Asie Well, you don't hove to magioe. You can



do it sitply by typing 1t in. Here's what the Business Adviser gives you afler you type i in.
The title of the documernt, the source of the infonmation, and the best passape frons within the
document so vou know whether this is what you are looking for.

Seme people wanted o browse. So we have arranged the Browse Section of the
Business Adviser hike a library, Simply chick on the section you're intercsted in, say, “Doing
Business with the Government,” and you can look through the content relevant to that subject
aren, just fike exanuning books on a shelf.

‘The last section of the Business Adviser is news,  Here, the bustness commumty wall
have access to late-breaking information and press seleases from the agencies that work with
them.

Mow, the implications for this product that Pve just shown you are far-reaching, ACL
recogmizes this, Amernican Ondine, and has i as a featured ttesn, But the problem and the
need we are addressing 15 not peculiar 1o business. Al kinds of government customers are
sl now shuffling door-to-door. We've got 1o stop that, stop making them do that, We see
the Adviser as the first of a whole fanuly of products that serve all customer groups -
berieficiarics, veterans, travelers, the research conmunity, state and local govemments, and
mare. 11135 helping reisvent the way we meet customer necds all over government.

Electronic benefits transfor cards ™« and | had an example here somewlicre, but you've
seent them, w any case - EBT cards deliver Social Security payments, veterans benefits,
welfiare, the whole range of government payments aid assistance. All of this with the
convenicnee and seeurity of a modem debit card, even to recipients who don't have bank
accounts, And the governmient saves $120 nsllion per year compared with matling out
cheeks or messing around with food stamps. Works better from the customer’s potnt of view,
codls less for the government and the laxpayers.

MNow, wlhien we say "customers,” we mean customers inswde the government as well as
the public. In our reinventing govemmoent work we commonty talk about inside customers
and outside customers.  For example, the VA Medical Conter in Baltimore was the first
baspial i the country 0 go to all-digital imagery, everything from MRIs (o X-ravs to color
photos. lmages are all available any tme, anywhere i dxe hospital, for as many specialists
as want thenn Betier support for doctors, better medicine for patients - g adounistrative
SAVINgS.

“Wings,” which was refened o in the presenttion just before T came ol “Wings” is
ot qust a pepular sit-cony, 1 s the beginamg -~ beginnings of a one-stop service where the
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geneeal public will I able 1o get their Social Security benefits statement, fite their state and
tocal laxes, or change their address with the agencies across government i they move.

H you are tooking for opportunitics to help, dor't be discouraped by this Hst. T assure
you the astormers sttt have quite a fow problems with the government that technology hasrt
solved, i we need your belp. | hope that all of you will take o heart the chalienge of
creating this new self-goverament that Amcricans deserve. Try this, Veterans get a wide
range of benefits - medical care, mongage guaraniees, coliege tuition, disability payments.
Getting all their records of past benefits and current eligibility to the nght place af the fight
timic 1S an cxpensive job Tor the government. And (he frequert delays are frustrating for
velorans,

Can we put 64K of memory on the card for the veteran to keep, and update it along
wilh the VA database every time the veteran calls on the govemment?  You telf me. And tell
me i we applied Smart Cards throughout govemiment, wouldi't our critical imass set the
standard for everyone?  Or bow about this problem — current taw guarantees that
communitics have the right to know what toxic chemicals local companics are releasing wito
the enviromment.  Each vewr, companies report therr releases to EPA, which compikes by
locality and state and publishes them for all to see. But since mast of e process is manual,
the lag time is about two years. So communitics aren’t really i the know; they're in the
Thnew.” Can vou solve that one? T11 bet you can. T'l bet yau cany because the new
information techaologies ke it possible o solve # and inspire you to figure out how
salve i,

Well, thend's ne shorage of crucial work for cach of you in a govenwent that s
determined o serve its customers bener for less. All of your skill s necded, all of your
energy 1s required. dust renomber the vision statement of the Government Information
Technology Services Wearking Group of the Information Infrastructure Tusk Foree of the
Camnmitiee on Applications aad Teclwology - Now you know why we call them "GETS”

Anyway, I'm not asking you o remember eir name, but 1 amt asking you to
rersember their viston, And hoe’s their vision. 1o help oreate a government that uscs
infornmtion technolozy to intecact with and serve 1§ customers on ther terms ™ Let that be
vour creed, and we will all be singing your praises. Thank you very mueh,

it
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Kucrosoft Transeript
Microsoft CEQ Summit
Remarks by Vice President Al Gore
introduction by Bill Gates
May &, 1997
Four Seasons Hotel, Seattle, WA

MR. GATES: We're pleased to have the vice president here, He
has certainly promoted the information super highway since he first
used that term over 20 years ago. In 1992, he was the author of the
High Perfarmance Computing and Communications Act, and and he's
certainly been at the forefront of science and technology for the
Chinton administration. He's one of the first policymakers who really
understooed the potential of technology and the new information age,
And he's really continuing to help shape that debate. I've had the
priviicge of meeting with him many times and sharing ideas. 've
deawn on his wisdom and quoted him in many specches.

A little while ago, | had to go on the Letterman show, and sa |
said, "Well, T know what PH do; 1 get the videotape of what the
vice president did when he went on the show.” T would just do the
sarne thing he did. And it turns out, what he did, he took some
government ashirays, and kad a hammer and proved that, when thoy
broke, they broke imto the specified number of preces. Seo,
unfortunately, | didn't think I could duplicaie that. But it was
helpful.

Sa lar's give o wanm welcome to the vice president, Al Gare.,
{Applause.}

VICE PRESIDENT GORE: Thank you very much, Thank you very much,
tadies and gentlemen. And, Bill; thank you for your very kind words
of introduction. | remember that Letterman show. 1 didn't know you
were going to bring that up. [ pave a Top [ list on that show of the
most enjoyable things about being vice president, and | remember
number five on the gt it bas o do with the Great Scal of the Vice
President. I vou look at that seal and close your left eye and tum
your head just right, it says "President of the United States of
America” (Laughter)

Anyway - and incidentally, of course, this s a sobering time
for me, living with the awareness that F'm only one kneecap away from
the presidency. (Laughter.)



Some of you may aot have seen the Legal Times article about the
inauguration January 20th, ln the Constitution, the president's term
expires preciscly at noon on Jannary 20th. And by custom, | was sworn
mat 11:58. And then the opera singer Jesse Norman sang, and sang
too long, She was great, don't get me wrong, but the president did
not take his oath to begin his second term until 12:05. (Clears
throat} {Laughter.)

You've anticipated me. 1t was an linportant five minutes for me,
for my family. And if I may be so bold for America. (Laughter.} It
wasn't exactly a moming in America, but it was pretty close at 12:01
pan., and historiuns will record that during the Gore administration
our country was at peace at home and abroad. Qur economy was booming
with low inflation. We created 3.1 jobs, 1.2 of them here in Seattle.

History will also record, with all due respeet to President
Chnton, that in my administeation we had fewer erimes committed than
in any other presidency,Democratic or Republican, in history, And
it's because we put two new community police officers on the beat,
Eddie and Duane. (Laughter.)

But what's most important to me is that partisan bickerance, so
frequently the bane of Waghington, gave way to bipartisan harmony the
entirety of my adminisiration with patriotic hymns bursting forth from
the steps of the Capitol, 11think it's for that reason the chant
began there on the steps and swept westward all the way to ti’ic
Pacific: "Five more minutes! Five more minutes!™

Anyway, it's really great to be here, and | want to acknowledge
the other distinguished guests who were here, 1 want to thank Steve
Forbes for being a cohost of this remarkable event, and I want o
thank you, again, Bill Gates, for conceiving it and bringing il off so
weil. 1 wish that 1 had been able to be here personally for every
session, but I've gotten some reports from some of the other
presentations, and they sounded really fascinating,

[ want to acknewledge my friend and a tremendous leader of tus
state of Washington the Governor Gary Locke, who is off to such a
fantastic start and one of my allies in the move to reinvent
povernment. We call it REGO -- that's "Gorg” spelled sideways, so
I've worked hard on that.

And it's great to be here with a person who | am a little biased
hecause he's a personal friend of 30-some-0dd years, but our chairman
of the FCC, Reed Hundt, who 1 personally believe is by far the best
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chairman of the SEC we've ever had, and | really appreciate the hard
work that you're doing, Reed,

And o the other government leaders who arc my colieagues: the
postmaster general, Marvin Runyon, and the head of the National
Security Apency, General Kenneth Minthan and General Edmonds and
Richard Danzig, and the others, and the distinguished guests and the
CEOs and others whe ought to be singled out.

This afternoon, | would like 1o alk 0 vou sbout the new
economy and the limited but critical role that I think government has
to play in the 2ist Century. So here goes: Gore on the New Economy,
Version 1.8 vou'll be notified about npgrades.,

You have been discussing here the future of the corporation in
thiz era of technologically driven change. In joinmg in your
canversation, [ would like to discuss also how the very same sources
are influgnging government, forcing the transformation of government
and reshaping e relationship between government and corporations.

There are actually two changes that frame our conversation. The
first you have described explicitly as the technology revolution,
which is. of course, only the latest manifestation of the larger
scientific: revalution that began reshaping the economy and seciety
mare than three and a half centuries ago, snd of course now, in our
lifetime, in many fields - the life sciences, the earth scicnees,
brain research, materials development to gite but a few examples --
knowledge is increasing at an unbelievably rapid pace. But the one
field in which it is having the biggest impact is really the
revolution in information technology.

It's important also to recognize that the information revolution
is peppered with a second change implicit in the framing of today's
conversation: the globalization of the marketplace. This change has
also been in the making for quite some time. As a matter of fact, as
so0Mn as cormmunication became electrified, it was inevitable that the
markeiplace would becomie global

In 1851, inspired by the telegraph invented 16 years earlier,
Nathanie! Hawthore wrote these words: "By means of electricity, the
world of matter has become a great nerve vibrating thousandsg of miles
in a breathless point of time. The round globe is a vast brain,
instinct with intelligence.” Much as Jules Veme foresaw submarines
and moon landings, Hawthome sort of saw the digital nervous system
that Bil] Grates discussed this morning.



These two changes, globalization and the revolution in
information technology, have combined o create a new age with an
entirely new business reslity and entirely sew challenges and
apponunities. -

The place to begin talking about it is by asking sbout the
Impacts, 1ot on business or government, but on people. What is the
human impact of these changes? Well, for starters, most of us feel we
have a lot more information than we can possibly deal with, How many
times bave you heard that metaphorical question, how can you drink out
of a fire hose? A friend of mine in the computer industry once made
this point by saying that, if you tried to describe our human braing
in compuler terms, you'd say we have a low bit rate, but high
resoluiton. And what he meant by that was that when we try to absorb
information bit by bit, it takes a long time and we're not really very
goad at it

For example, years ago the telephone industry conducted research
and found that seven digits were the most we could retain in our
memories, and then they went and added four more digits.

But we do have very high resolution. Meaning we can quickly
absorb the meaning of patierns containing huge quantities of data at a
single gulp, and then infer the meaning of each bit by reference to
its context. For example, there are 200 billion stars in the Milky
Way. We recognize that pattern instantly. Bill and Melinda's
daughter Jennifer recognized their faces within two weeks of her
birth, a task that no computer can yet replicate with speed or
accuracy.

This capacity for high resolution has served us very well. But
the problem ts this; most of the voluminous new information now
becoming availabile 1o humankind about the world around us comes to us
not arrayed in recognizable paiterns, but in huge sand dunes of data.
For example, our satellites take a complete photograph of the sasth's
surface every 18 days, but 89 percent of the information collected
never fires a single neuron in a single human brain. The Clementine
division of NASA 10 explore the surface of the moon contains 20
terrabytes of data that no human eyes have ever scen.

High-performing computers belp s to master this challenge, but
there was a mismatch between the tncredible speeds with which
processing power expands and the snail's pace with which pew advances
in transmission capacily have been made available. | onee used the
old cliche with a coltege audience that if & -- you've probably -
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many of you have probably used this, (oo, if a car had made the same
cxponential advances as a compuier, a Cadillac would get 100,000 miles
1o the gullon and cost only 50 cents. And one of the students in the

front row raised his hand and said, "Yes, Mr. Vice President. but it
would only be about this big.”

The challenge we face was similar w the challenge we confronted
after Weorld War 1l when ever family bought a car and the two-lane
roads could no longer handle the traffic. Indeed, just as in earlier
cras nations gained compelitive advantage by improving the
infrastructure of transporiation, deep water ports, railroads and
super highways. comparative advaniage now can be enhanced by a
superior national information infrastructure built by sensible
deregulation and competition policy. But the point remains, what is
the human impact, and how do we adapt our organizations, both in
business and in government, to deal with these sweeping changes?

Many of you in this room have beea pioncers in the
transformation of business to adapt to these new realities, Your
presence here confisms pur shared view that this is a work in
progress, and the underlying change which requires adaptation is not
only continuing but accelerating in is pace and intensity.

Businesses in the industrial age organize themselves according
to the model of the factory, and so did government. Most emplovess
were valued primarily for their physical ability to perform repetitive
tasks according to instructions from management that infrequently
change. Indeed, any cornmunication from the CEO w the peaple actually
producing goods and services had to travel through multiple layers of
middle management, existing primarily for the purpose of passing
information from one level to the next. As public education empowered
a larger fraction of the American population, a few pioneering
managers recognized that the most vatuable asset in the corporation
was the unused bratnpower of the men and women performing repetitive
physical fasks. A new theory of corporate management emerged, and the
publication of books describing it became a major new cottage
industry.

“Theory Z.% "Participative management.” "In search of
excellence.” "Qualny circles” A hundred different labels were
fastened to the same basic insights: Employcees can think. They're
smart. If you can convince them fo pay attention to what they're
dotng in context and share with them the larger objectives of the
organization of which they're a par, then respectfully harvest their
ideas about how to improve andd fine-tune the coliective endeavor and



then invite them to help implement the innovations they've come up
with, companics can boost the bottom line. They can creatively
encounter change at the company’s edge, where change is first
expericnced, and not wait for nows of that change to wind its way
through multiple redundant, obsolete layers up to 2 CEO who s
wsulated and 1selated at the twop of the proverbial pyramid.

This morming I met with the team at Boeing producing the new 777
aircraft. Listen to the way this world feader describes his work, the
people I met with are part of an integrated design/build team system.,
Grouped into small teams of eight to ten people, they have been
assigned to refine and mesh alf aspects of the aircraft from top to
bottom. The idea is to have sach team consider the aircraft asa
whole and empower each team 1o act guickly on their own on ideas frec
{from chain of command second guessing.

The new information technologies make it casier for more
comparies to take this approach, to empower their employees, and
eliminate the barviers between employees’ ideas and resulting
corporate innovation. This wave of change has already had an enormous
impact. Many of you here have led this change. All of you have
adapted to 1t. And now several of you, along with other pioneers, are
creating yet another new wave of change 1n corporate management.
Moving from an appreciation of physicality and intellect to an
appreciation of emotions, creativity or, if you will, heart.

Perhaps the greatest challenge facing you is attructing and
retaining talented people. CEQs who have found ways 1 honor and
respect their employees’ loyalties to their spouses and families and
communities have reduced turnover and reduced absenteeism, and
increased creativity and productivity. Family-friendly work places,
family and medical leave, flex-time, and other measures to bolster
employees’ emotional satisfaction are proving to be extremely valuable
to camings, revenues and profits. Companies like the First Tennessee
National Bank have reconfigured their corporate missiows to take
emotion into account, and this soft-headed approach is showing
hardheaded resulis,

Anothier way to describe this phenomenon might be to say they're
getting more from their employees by {ocusing more on their core
capacity, and with the help of their emiployees, understanding better
their cusiomers’ needs and desires. In the busiaess world, thers is 2
new appreciation for the value of focusing on core capaciites: The
so-calfed virtual corporation uses new information technology
combine the core capacities of different companies for a mutually



beneficial endeavor. The phrase that vou're using here, rich and free
capitalism desecribes a very similar overlapping phenomenon.,

But what is our core capacity as human beings? In 1872, the o
stcam hammer defeated dohn Henry, Af the conclusion of this century,
at the end of four games In a s8iX game series, Bip Blue is tied with
CGary Kasparov. Physical health and fiiness continues to maiter a
great deal. A well educated mind is our key strategic asset. But in
the 21st century, as the information revolution continues o
aceelersie, I'm convineed that it wall become ever more apparent that
our core capacily is spiril, creativity, hearl.

For example, how did the electronic communications revolution
begin? Samue! Morris was a portrait painter. In fact, his painting
of James Monroc hangs in the White House today. While Morris was
warking on a portrait of General LaFayette in Washington, his wife,
wha lived about 300 mules away, grew il and dicd, but i took seven
days for the news 1o reach him. In his grief and remorse, he began to
wonder whether it niight be possible to crase barriers of time and
space s0 no one would be unable to reach 5 loved onc in tine of meed.
Pursuing this thought, he came to discovery how (o use electricity to
convey messages at the speed of light, and fnvented the telegraph.
Emotion led to innpvation.

Over the past 50 years, technological Innevation has been
responsible tn the view of many for mors than half of the nation’s
growth in productivity, Our approach (o the new cconomy must include
a new appreciation for the key role of innovation and for those
factors which tend to promote . e the old cconomy, growth depended
largely on capital and labor. The task of policymakers was to keep
those factors of production in sync, When the phasing was poor, wi
got a down turn in growth or an upturn in inflation, which continued
until capital and labor were restored 1o their proper balance. These
factors are still crucial. But the new economy is different.

As the economist Paul Romer has argued, the true engines of
growth may be ideas and the technologies created from those ideas.
The only way to produce more economic value and thereby boost ceonamic
growth rates is to find ever more valuable ways to use the objects
available to us. We first used sand in an hourglass to measure tine,
Now, of course, we use il to form the silicon chips that power the
personal computers, Same object, more creative use,

Pau! Romer and others are teaching us that inngvation is not
something that happens outside the ceonomy, as traditional cconamic



theory had held; innovation occurs inside the economy, and 1018

essential if economies arc to grow. Innovation is reshaping the very

way we think sbout the economy and the vocabulary we use o describe
it. To discuss the econemy, we once resorted to the metaphor of a
machine. Policymakers slowed things down or sped them up, stepped on
the gas or hit the brakes, or shifted gears. But the new cconomy is

more like an ccosystem, which depends for s health on diversity,
nutrients, and s ability to change and evolve and learn and grow.

Iy the old econamy, the key to growth was an individual secior,
In the new cconomy, the key to growth may be an ceconomic web and the
diversity of those webs both require and create. Invent the personal
compuier, and you inevitably spawn a web of products and services that
move cutward from that event - mouse pads, computer repair shops,
Windows 95, and 50 it goes, The economic web is, itself, the
generator of the next novel growth opportunity, innovation sparks
innovations. Al establishing the proper conditions for innovations
to ficurish is one of the policymaker's highest obligations.

But the larger move from hard to soft is affecting every ong of
your companies. [n the old economy, the value of 8 company was mostly
in its hard assets, its buildings, machines and physical equipment.
Int the new economy, the value of a company derives more from its ~
intangibles, its human capital, intelectual property, brain power and
heart. In a market economy, it's no surprise that markets themselves
have begun to recognize the potent power of these imtangibles. It's
one reason that net asset values of companies are so often well below
their market capitalization.

Baruch Lev, an accounting professor at the NYU Business School,
says that nearly 40 percent of the market valuation of the average
company is missing from the balance sheet. For high-tech firms, the
percentage s more than 50 percent. And reoent rescarch by Emst &
Yousg's Center for Business Innovation suggests that seourities
analysts are basing about 35 percent of their portfolio decisions on
intangibles, and that the more an analyst relies on these factors, the
more accurate his or her predictions seem o be.

The importance of intangibles underscores the importance of the
quesiions that | return to again. What about people? What kinds of
policies should we follow to promote out success in the pew econemy in
ways that enhance the quality of our lives? Well, just as the process
of corporate transformation has moved from a focus on muscle power (o
brain power, and is now beginning to move to a focus on innovation,
creativity and heart, our approach o national poticy is doing the
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same, but not without controversy.

We have an ongolng national debate that someiimes features
arguments that sound litke they onginated in the Land of Oz. You
remember the famous Frank Baum story and the Judy Garland movie about
Dorothy and her companions who went off 1o see the wizard,

Incidentally, speaking of magic kingdoms, I'm fooking forward 1o
boarding the Emerald Star and poing to see this magnificent house a
rttle bit later on, Bill.

In any event, there are many in this period of technological
change and globalization who feel like Dorothy -- suddenly placed in
an unfamiliar landscape unable to go back home. And they are tempied
to listen to advisors whose economic philosophies mirror the personal
attributes of Dorothy's companions.

~ For instance, there is a group that makes up what we mught call
the scarccrows. They have hearts and a sweet disposition, but dont
always make good use of their brain, The scarecrows are frightened of
imports, fearful of more open trade, scared of competition and the
challenge it represents. They are resentfil of immigrants and want o
punish them, and they arc extremely apprehensive about new
technologies. But they {ail 10 analyze the true nature of our
condition. Scarecrows believe that the forees of the new economy are
fundamentally destructive, and that government's job is to throw up
walls and slow down the pace of change. They also ¢all for protecting
corporate welfare, and similarly for propping up companies that cannot
compete,

Now, (n some ways, the scarecrows sometimes have 2 point. Un
any trade agreement, the terms must be fair, and the United States
cannot harmonize downward on important issues like labor and the
environment. But fundamentally, our commitment to open trade is
crucial to our economic future. Or take immigration, it's cerainly
truc that 1llegal immigration has to be stopped, ard we need an
orderly process for admitting legal immigrants. And middle-income
families must have the opportunities to acquire the focls and the
education to make the most of all these changes. But immigration is
good for the United States, and always has been.

Ulumately, the scarecrows’ good intentions lead them to unwise
conclusions. On trade, they ignore the fact that America's tari(Ts
are relatively small compared to those of other nations, and that most
trade agreements, therefore, merease our eatry nto other markets,
not the reverse, ad jobs depending on exports pay well better than



the average, Besides, history teaches us that isalation, holing up
behind impenetrable barriers is not the way econemics grow. We've
tried this approach: it has been g dismal fatlure. And if you dont
believe e, | have two words for you: Smoot-Hawley.

The scarecrows are also dangerously pessimistic. Their
philosoply assumes that American workers and American companics can't
compete and aren't as good as the rest of the world. And that is just
plain manifestly wrong. Holding back change may reduce anxietics in
the short-term, but it stifles progress in the long-term. We know
that prasperity in the new econonty depends on innovations. The
scarecrows offer only a preseription for stagnation. You have 1o have
a heart, but you alse have to use your head.

Now, if vou don't like that strawman, here’s another one.
Remember the tin man. The tin men have a cold, caleulating bead on
the facts and figurcs and theories that measure the rise and fall of
markets, and the latest currency exchange rates. They are intimately
famifiar with the metal and plastic and stlicon from which our new
technologies are made. Like Oscar Wilde cynics, they know the price
of everything but the value of nothing, These tin men do appear to
have a well developed intellect, but they're ideas are squegky and,|
rusty. Metallic standards provide the answer toevery social problem.
They have brains, but like the tin man of the 1ale, they lack a heant,

Their philosophy holds that the way to get the most out of the
new economy is simply to slash taxes and get the government entirely
oul of the way. Cut taxes in half, no cut taxes by a factor of four
some say, and just sit back and waich the resuits wash in. The
central belief here is that America would enjoy unimaginable
prosperity If government merely packed up and went home. This
approach is flawed deeply for at least two reasons. First, we tned
it and it didn't work. And much of President Clinton's economic
poticies have been directed at repairing the damape that this approach
unleashed. In particular the massive quadrupled budget deficit.

Second, and more important for our purposes, this philosophy
ignores what's new about the new economy. Biil Gates did not stant
Microsoft because Congress cut the capital gains tax. Hedid #t
because he had an ides and be innovated, and he worked very hard, The
tin men offer no prescription for upgrading the skills of workers or
for sparking Innovation. They preserve the status quo by draining
funds from public investments and widening the gap between rich and
poor. That approach threatens to worsen the prospect of working
people through a resistance to worker protections and hostility toward
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collective bargaining.

Some people may benefit from the heartless policies of the tin
men, but many would not, some would suffer. That result is moralty
unacceptable, but also economically unwise. A rising tide that lifts
only some boats will eventually capsize all boats. Some of you I know
are drawn to the tin men's approach. And [ know who you are. But,
cvery time you feel lured by their siren call, "no more government, no
more government,” take a walk around your company. Look at the people
who are writing code or developing pharmaceuticals or figuring out a
way to improve just in time delivery and ask yourselves how many of
these talented people went to college on a government student loan?
And then ask yourself where your company would be if these people
didn't have a college education.

The tin men do certainly have brains. But, their brains could
use a little ol to get rid of yesterday's squeak. They ignore what
is new and offer an old prescription that has been tried and has
failed. You've got to use your head, but you've also got to have a
heart. There is a more sensible approach, accept change and its many
benefits, but recognize the disruptions this change brings forth and
give people the tools to thrive and prosper. But, the question has
been raised, is there yet another group in this land of Oz, the lions -
who know what to do, but lack the courage to move forward?

This past week, not in Oz, but in America, we got the answer.
Yes, we have the courage to move forward. We completed a bipartisan
budget deal that climinates, eliminates the federal budget deficit by
the year 2002. It is the first balanced budget since 1969. And it
will help keep alive the best economy in at least a generation.
Unemployment at a 24-year low, historically low inflation, a booming
stock market that has doubled in the last four years, more new small
businesses created in each of the last four years than in any other
year in the history of the United States of America. Growth in the
last quarter of a whopping 5.6 percent, a reinvented government,
downsized by 300,000 positions, smaller than 1t has been since
President Kennedy's administration, more flexible government with
rapid approval by FDA of new drugs to fight scourges like AIDS, rapid
approval by agencies like the FAA of products like the Triple Seven.

Getting rid of the deficit is only the first piece of our new
policy for the new economy. We also need open markets. Not
protectionism, but the free and fair flow of goods, 1deas and
information ts critical. We need flexible regulation and an open
competition policy that respects the new realities of the new cconomy.



We also must invest in the physical infrastructure of the information
age. Conncet every classroom and every library to the information
superhighway. Just yesterday under Chairman Hunt's leadership, we
took a big step in that direction with a discounted rate for schools
and hibraries, an e-rate, which will purap more than $2.2 billion per
year in our information infrastructure for the fowre.

Now we must create the next generation of the Internet, with
1.000 times the capacity of the current Internet, and then magnify it
another 1,000 fold and ensure that the Internet is a duty free zone,
In an econormy powered by innovation, we must also invest heavily and
in the right way in education. And our budget agreement makes the
largest tncrease in education investment in a long, long time, head
start, educational standards, charter schools, Hope scholarships, Pell
grants, a tax credit for eollege tuition, the ideas of Bill Clinton.
We call him the educatton prestdent and may | say here in Seattle, the
ideas of Patty Murray, the education Senator,

We also need a fully reinvented government, aligned with the
principles of the information age. A transformation of government 1o
one that does work better and cost less. We must, of course, maintain
a military adequate to meet America’s unique global leadership role.
And we have to protect our environmen! and make the investiments
gecessary {o Keep our air and water clean and safe. In the new
economy, protecting the environment is not a sacrifice we make by
slowing the economy, it Is a precondition for o growing economy.,

And finally, we must reject those who take the low read of
bashing immigrants and trafficking in intolerance. In the new economy
we must provide open opportunity for every American, because in the
new econamy, a global economy, America'’s racial and ethnie diversity
ts a powerful economis strength, an asset that we have that is
unmatched by any other nation in the world, We have to listen to
Amgcrica’s heart. Strengthen our families, nurture and respect our
values, encourage and facilitate corporate responsibility, with famuly
friendly policies, health care coverage for working men and women and
their familics. And we need to protect vur values against attacks
from those forces that undermine them; iike crime, drugs, broken
homes, teen pregnancy and the barriers of intolerance and
discrimination. Economic growth depends on a foundation of values,

One of te untold stories of Amenica’s extraordinary post-war
geonomic growth was that at every laver of socisty people shared a
preexisting set of values, People were ready for work on day-one,
with a certain constellation of shared beliefs, That is equally
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important i the new economy. Indeed, it may be the most crucial
intangible upon which our prospenity depends. Smart people are not
cnough, we need people with good brans and open hearts. Measures
like character education and community poliving are not only the right
thing to do, they're the smart thing to do to ensure that the new
econamy develops.

Well, this truly is an exhilarating time. Government roust
transfonn in order o wd the transformation of the new economy. It
must understand the potency of the information revolution and
comprehend the globalization of just about everything we do. It must
alse resist the temptation to either throw up walls or throw its bands
and to declare cither that we enn't compete or that we shoulda't care,
In the new economy, we need brains, we need heart, and we need cach
other.

‘Thank you very much.

END






