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OFr-ICE or: THG VICE PR::;:SIDi::,,,T 

Wf,{'d,I.'lCiTON 

May 5, 1993 

MEMORANDUM FOR THE PRESIDENT 

FROM: THE VICE PRESIDENT 

SUBJECT: Response to John Ahlen's letter regarding NIST 

You asked for my advice on how to respond to John Ahlen's concerns 
regarding the new NIST Director and NIST's approach to small business. I attach Mr. 
Ahlen's lelter and respond to the issues he raised as follows: 

1. The new NIST Director will not understand the marketplace and will not 
be able to work productively with civilian Industry because she comes from DARPA. 
The new Director, Arati Prabakhar, rose to prominence within DARPA for the steilar 
way she managed a $100 million program. She is widely respected in the electronics 
industry and in the civilian sector for her won.: with dual-use technologies. Because 
many of DARPA's grants go to companies of between 2-10 people, Arati has had 
considerable experience evaluating and working with small companies. 

2. Someone unknown In the state technology programs and not 
knowledgeable about state delivery programs has a malor liabll!!y. Arati will not be 
working alone at NIST. She will be assisted by a staff very experienced with and 
knowledgeable about state technology programs. In addition, the Commerce 
Department expects to fill some of its top technology positions with people from state 
technology programs. 

3. The NtST bureaucracy does not like this appointment and will undennlne 
her. For too long, NIST has been an "inbox" operation. The deCision to appoint Arati 
reflects a decision to transform the NIST culture into one that aggressively reaches out 
to innovative businesses in order to create a dynamic civilian technology program that 
can apply DARPA's focus and efficiency in the civilian sector whera market forces play 

. a biggar roh, than in defense. It is not surprising that the traditional NIST culture will 
rasist this somewhat. However, there are many at NIST who are eager for this to 
occur and Secretary Brown and Deputy Sacretary Rollwagen are very supportive of 

. Arati and the direction she wants to pursue, 
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4, A career economist In the Advanced Technology Program did nO! 
evide",;" any appreclaHon of the role of small businesses In advancing technology lind 
creallng jobs. It is unfortunate that Mr. Ahlen received a bad briefing from 8 career 
economist in the ATP program, The ATP program director, George Uriano has a 
much better underslanding of the role of small business, 

Whilo ATP funds many small business grants (in the lest three yean;, 48% of 
their grants went to small businesses as defined by SBA guidelines), there 18 atill 
much we can do to improve the fiexlbility In this area, The Department of Commerce 
is oo-chairing, along with the Small Business Administration, a task force under the 
National Economic Council to review smali and medium sized business job creation, 
In addition, I will request that Dr, Jaci< Gibbons speak with Ahlen to understand better 
his perspeelive on the Federal technOlogy programs, 
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HISTORIC PARTNERSHIP FORGED WITH AUTO MAKERS 

AIMS FOR 3-FOLD L'ICREASE IN FUEL EFFICIENCY IN AS SOON AS TEN YEARS 


New Technologies, New E(onomic OppoJ1Unities~ Nt""· Types of Cars 


W ASHlNGTON ~- President Bill Clinton and Vice President AI Gore today joined 

with the Big Three American auto makers to announce an historic new partnership aimed at 

strengthening U,S, competitiveness by developing technologies for a new generation of 

vehicles up to three times more fuel effident than today's -- a technological challenge 

comparable to or grealer than that involved in the Apollo project. 


The agreement sets groundhreakmg research and development goals for industry and 

government engmeermg teams, A model for the new partnership between government and 

industry, this an-out effort will ensure that 1he US. auto industry leads the world in 

technology, preserving and creating jobs and economic growth, Research projects will be 

launched in th~ee categories: 


o Advanced manufacturing techniaues 10 make it easier to geLtt~w product ideas 
into the marketplace aui<:kly, for example, rapid, computer~based design and testing systems 
and new automation and contrQI systems that can lower production costs~ 

o Technologies that can lead to neAr-term improvements in automobile effi<:iency. 
saf~"N. and emissions, for example, lightweight, recydabte materials and catalysts for redUCing 
exhaust pollution; and 

o Research that could lead to production prototypes of vehjcles capable of UP to 
three times greater fuel efficiency. for example. radical new concepts such as fuel cells and 
advanced energy storage system"s 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. 

This new partnership represents a technological venture as ambitiou~ as any America 
bll:s attempted, coordinating the efforts of America's best scientists a..'1d engineers to develop 

·vehicles it would have been hard. to imagine even"a few years ago. Techn"olo1iies p·r~viously 
available only'in the defense industries will he'lp redefine whaf's possible"" America's national 
laboratories and other researth facilities will be able to apply their expertise. But this is not a 

· government proj~cf with government goals. It" allows American busmess to set 'a path" to meet 
· ambitious objectives and define ar~as where government-support can be most helpful. 

## 
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A NEW )'ARTNERSHlI' FOR CARS OF THE FUTURE 

Ensuring U.S. Leuder.;hip, Expanding Economic Opportunity. 


P",serving Jobs, Protecting the Environment 


Summary 

This new partnership forged by President Clinton. Vice President Gore and America's 
Big Three auto makers -- General MOlors, Ford, and Chrysler -- is aimed at strengthening 
U,S. competitiveness by developing technologies for a new generation of vehicles up to three 
times more fuel effident than today's. 1t is a technological venture as ambitious as any 
Amertca has ever attempted and a model for the new partnership between government and 
industry envisioned by President Clinton. This partnership is an all-out effort to ensure that 
the U,S. auto industry leads the world In technology> expanding economic opportunity. 
preserving jobs. protecting the environment, and strengthening our economic competitiveness, 

The Big Three Auto makers and the federal government have agreed to ambitious 
research and development goaJs for automobiles of the future. The long term goal is 
developmont of affordable, safe, attractive, and dramatically more efficient automobiles. It is a 
bold statement of America's commitment to environmental stewardship and environmental 
protecnon -- not only in the United States, but around the world. Groundbreaking research 
and development goals for industry and government engineering teams will be launched in 
three categories: 

o Advanced rnanllfacturing techniques 10 Jlli\ke it easier tQ___ Ret new product ideas 
into t.bJ~ marketplace Quick1X. for example. rapid, computer-based design and testing systems 
and new automation and control systems that can lower p~oduction costs; 

o TechnQlogies that can lead to near~term improvements in aUl0mobile efftciencY.. 
safety. and emissions. fOf example, lightweight, recyclable materials and catalysts for reducing 
exhaust pollution; and 

c Research that could lead 10 nroduction prototypes of vehicles capable of up ;0 


three time~; greater fuel efficiency, for example, radical new concepts such as fuel cells and 

advanced energy storage systems such as uitracapacitors, 10 produce more fuel~efficient c~s 


that'are affordable. meet or'exceed current safety standards and retain the perfo~mance and 

comfort available today 


., Thj~ new partnership Will cOordinate the efforts, 6f A~erica's· best scie'ntists an~ 
engine'ers to'develop vehicles hard to imagine· even a few years ago. It puts the principles of 
the Vice p'resident's National Performance Review to work, bringing to'gethe~ ,agencies that 
had no organized w~y of coordinating th.eir ~'ese'arch efforts 'to -now work toward a' common 
goal, sharing information and avoiding duplication. Technologies previously available only to 
the defens!! industries will help redefine what's possible, America's national'laboratories and 

. other. research ~aci,lities .win ~e .abJe to apply. their .expertise, ,re-"dir~cting ,the be!a" talt:~t in ~e , 
U.s. defense research agen<::ies to a!t~ck a pelu:etime'<:hallenge:::" . " " 
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virtual design and prolotyping from the Army Tank Command, and many other technologies 
will be available for the project. These government facilities have enormous expertise m 
technologH!s but lack practical understanding of what it takes to create and sell a vehicle. By 
working closely with the U.S. industry toward shared objectives. experts in the defense labs 
will gain a much clearer understanding of what is needed to design a practical ear and experts 
in the auto industry ",'iii gain a much clearer understanding of what is technically possible and 
available in the enormous U,S, defense technology base, 

> Breaks was/dill gn'dlock over auto issues: This partnership replaces controversy 
'with cooperation, breaking decades of gridlock between the industry and government about 
the best way to ensure low automobile emissions and high safety standards. Today. 
government shares with industry a vision of tecbnology that can produce competitively priced, 
high~pe:rformance> low~poUution, safe vehicles, This partnership focuses government and 
industry research efforts on the development of technological improvements that could meet 
ambitious' pollution and safety standards in a vehicle that would preserve aU the features 
American;;. expect from automobiles and light trucks. 

The Partnership at Work 

> [ndustry 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. 

> 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 wiil be 
spent on projects with near-term, marketplace applicl'uion5 and more government money will 
be spent on nskier, 'Ionger~term projects. 

> This project will not Increase the government's total spending on research but 
will guarantee that taxpayers get the mos; for their money by ensuring that federal research 

. projects. such as the ones identified by the auto industrywgovernment team, are of greatest 
importanc,) to the ·nation. . 

> The project will be managed by an interagency team, consisting of the 
Departments of Energy, Defense, Commerce, and Transportation, the EnVIronmental 
Protection Agen:cy. NASA; and the National Science Foundation. It will be led by Dr. Mary 
Good, Undersecrelary of C,ommerce for Technology. 

-.. 
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I'ARTNERSHII' FOR A NEW GENERATION OF VEHICLES 

The New Technology Initiative announced by President Bill Climon and Vice 

President AI Gore on February 22, 1993. is the basis for a new program joining the 

President. on behalf of tile Federal Government. and USCAR•• partnership of Ford. 

Chrysler. and General Motors Corporation, in a unique research and development 

effort. The goal is the development of commercially-viable vehicle technology that, 

over the long-lenn, can preserve personal mobility while further reducing the impact of 

cars and light trucks on the environment. and reducing dependence on imported 

petroleum. Such a vehicle, that meets applicable safety and emission standards, and 

provides the performance, affordability. and comfort the public has come to expect 

from American automobiles, can help assure world leadership for the U,So industry. 


This partnership between the govermnent and the industry will pennit 

dedication of prj..'ale and public resources to programs designed to achieve major 

technological breakthroughs that can make traditional reguJatory interventions 

irrelevant. The goal of the program is to develop a vehicle which could achieve fuel 

efficiencies up to three times today's comparable vehicle, while at the same time cost 

no more to own and drive than tooay's automobile, maintain performance. size and 

utility 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 Apollo Program or the 

~\l1anhattan Project while achieving manufacturing process breakthroughs sufficient to 

make the vehicle commercially viable, 


Throughout the research program, the industry commits to appty, as they 

become commercially viable, those technologies resulting from the research program 

thal would be expected to significantly increase vehicle fuel efficiency, including 

improvements 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 three times loday's comparable vehicle may be 

dependent on the development of revolutionary new approaches, such as fuel cells. to 

replace the internal combustion engine, 


The development of fuel cells, as weU as new generation batteries. ullr.l­
capacit~rs. and other 'technologies may: IX'beyond what is reasonable and realistic to 
expect to be achievCd and it is recognized "that the more radical the technology 

. necessary to reach this goal. the less ce~in irS'achievement ~ tht.timetable in whlch 
'it can be achieved, Nevertheless, the goal ,is to develop a concept yehicle during the ' 
1990';;'and a production prototype within approximately a decade. It is expected. that 
government laboratories will make major conlribullons. concemrallng on areas where 

,technology -is unpc.oven, and there is presently limited consumer demand as a result of " 
, the_lOW 'pri~e of fu~L " " '. .,' " 

," " ",' , ., 



I'ARTNI;RSHIl' ,'OR A NEW GENERATION OF VEHICLES 

A Declaration of [ntcnt 

SUMMARY 

USCAR. a partnership of Ford. Chrysler. and General Motors. is pleased to join with 
the President on behalf of the federal government, in this Declaration of Intent to 
pursue a unique research and development effort. The goal is the development of 
commercially-viable vehicle tecnnology that, over the long-tenn, can preserve personal 
mobility while further reducing the impact of cars and light trucks on the environment, 
and reducing dependence on imported petroleum. Such. vehicle. that meets applicable 
safety and emission standards, and provides the performance. affordability. and 
comfort the public has come to expect from American automobiles, can help assure 
world leadership for the U.S. industry. 

SHARED VISION 

On February 22, 1993, Pre.')ident Climon announced a comprehensive new initiative 
"Technology for America's Economic Growth, A New Direction to Build Economk 
Strength, intended to mOve America forward to a stronger economy, a cleaner K 

environment, more competitive business, mOre effective government. and technological 
leaders:1ip in critical fields. As part of his initiative. the President focused on the U.S, 
auto industry and he proposed linking the research efforts of the various government 
agencies with those of the U.S, auto manufacturers and working together to design 
programs to develop prototype vehicles which reach the goals described below. 

The U.S. automobile industry has made a major commitment to research and 
innovation in the past, and the results arc visible In the increasing productivity of its 
employees and plants, and 'n attractive products offered at competitive prices around 
the world, Looking to the future, the new chal~etlges of international competition and 
the COStS of meeting increasing~y stringent environmental standards can hcst be met if 
government and industry work together to develop.a new generation of automobiles. 

We,have made considerable progress in emissIons·and fuel economy, but. rapid 
development of new technology is essential to pave the"way for major' further gains, 
Breakthroughs are possible in bastc 'research in areas such as combustion, hght-weight 

.. materials, 'and alternative sources of fuel. 

This program represents a fundame~tal change i~ the way goverJl1~ent.and i~du'Sl~Y· 
interact - a shift to a new era of progress through partnership and cooperation [0 

address the nation's go~l~".rather ~an throug~ the ~onfroI1tational and adversarial 
relationship of the p~s~,'. ~hjs new public policy o'f par::tn,ership a~d cooperation wilf· 

, ,.' 
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Both industry and government Icaders agree that cooperation and cOlnhining resource.' 
is (he best way to make significant progress. Industry will provide leadership in 
identifying research opportUnities that can meet the goals of this Initiative and in 
produdng and marketing new vehicle technologies once their commercial viability has 
been demonstrated, 

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

RESEARCH GOALS 

The goal of this program is embodied in three independent, but related, research 
initiatives. The Hrst will explore (ecimologies that improve the process of designing, 
manufacturing, and producing vehicles, and that penuit greater flexibility in 
incorporating new production processes and products. The second will develop a range 
of technologies that improve fuel economy and performance and reduce the emissions 
associated with conventional vehicle designs. The third wiH pursue development of a 
revolutionary class of efficient, environmentally friendly. commercially viable vehicle. 

The specific goals of these three initiatives are 3S follows.: 

1. 	 Pursuing advances in manufacturing techniques that can reduce production costS 
and product development rimes for aU car and truck production. These 
advance:;. 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 matertal fabrication techniques~ efficient, 
flexible manufacturing equipment; and advanced sensors and contml systems [0 

optimize the performance of complex assembly and parts management. 

These technologies are critical to developing commercially feasible vehicles. 
Advances in manufacturing teChnologies can ensure lhat new concepts can be 
put into production quickly and wilh minimal delay. New production 
technologies will enable the industry to make effective use of advanced 
materials thal can re!1uce production time, reduce costs, increase safety, : 
increase recydabiHty. and increase fuel efficiency because of reduced weighL 
Advanced design and simulation can ensnre,optimum aerodyna~ic p~rformance. 

2. Pursuing advances in vr;hi~j~s 'that can I~ad to increases in the effiCiency cif 
standard vehicle designs~ Research win focus on technologJcS that reduce the' 

. demand for energy from the engine and drive train'(advanced materials; 
, improved aerodynamics: improved tires, reduced friction), as well as'lmproved 
engine~ami'traru;mission effici~ericy; ~o'r' example, research wi,li focus on . 

. ' .. . ,,' 



achievement of the goals of this Declaration of Intenl and to the rapid application of 
any de ....eloped commercially viable technology. 

While the relative proportions of government and private funding will vary depending 
on the government program (if any) utilized 10 support a particular aspect of the 
Initiative, and on the specific project involved, it is envisioned that there will be 
significam cOSt sharing by industry and government. The proportion of federal funding 
wi1l be higher for high~risk project.;; where the outcome is uncertain and that of industry 
funding witt be higher for technologies with a clear, near-tc:nn market. 

focusing research and development activities around these objectives will help maintain 
the teclmicalleadership and global competitiveness of the nation's automobile industry. 
It will secure and create U.S. jobs in this sector, which are a vital source of quality 
employment and tax revenues. The industry and government parties hereby signal their 
commitment to work together to design and carry out efficient, flexible research 
programs to achieve the goals of the Initiative. The federal government also hereby 
intends to usc the power of federal vehicle procurement to support the goals of this 
Initiative, and to encourage state·government and other groups to take similar actions to 

ensure the sUCCeSS of this lnitiarive. 

"'EXT STICPS 

Several steps w1ll be taken immediately: 

I) 	 Industry and government onidals will be named immediately to establish a 
mechanism fOf determining program goals and a process for developing a 
longer range plan to achieve the program goals. They will address issues 
including the need to protect U.S. technology, development of milestones and 
deJiverahlcs, and establishment of a common information base that can bc used 
to develop p<Jlicy options. The governmcnt and the industry will broadly soHeit 
technology sources that have a potential to advance the goals of this Initiative. 

2) 	 Industry and govcmme;nt will immediately name teams~of their scientists and 
engineers who will develop coordinated lists of specific rescarch and 
dcvelornncnt projects to meet the research and development goals and establish 
priorities. 

3) 	 Within 60 days, one or more agencies of the.: federal gover_nmen!,' in _ 
consultation wit;h the other pa.rti~s to this Declaration of Iment, will put forward 
generic procedures for Cooperative Research and .Development Agre~mcnts ' 
(CRADAs) that :win faCilitate the government's quick response to research and'· 
development needs identified under the Initiative. These procedures will cover 
research a_nd development cOlfducted. in federal laoomlorics. They win also 
provide a c~nsiste-nt approach'to issue's s';ch as !he avaiiabifity of fcdera.l1y' 
funded research .to the broader research community.. A management plan will' . . " 
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participants in the Initiative, This will include a detailed description of the 
proposed research and estimates of required expenditures. 

7) 	 An.t1ytical teams consisting of staff of the relevant federal agencies and 
representatives of industry wit! work to develop a common information base 
that can be used to evaluate options for meeting national environmental and 
other goals:. 

8) 	 An unbiased organization acceptable to hoth 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 technologies selected for research and on progress 
made, 

SCOPE OF THIS DOCUMENT 

As outlined by this Declaration of Intent, the parties expect many individual contracts, 
grants, CRADAs, and other project agreements to be undertaken by industry, or 
between industry and government, in support of the goals of the program, Similarly, 
the government expects and plans 10 utilize its resources, including its research and 
development programs, in a manner that will foster the goals of this program. 
However. neither this Declaration of Iment nor the program it is designed to initiate, is 
intended as a commitment of specific goverrnncnt or private funds or resources, Such 
conlracrual and declsion making functions will continue to be carried out through 
contracts, agreements, and other arrangements made under and suhject to, an 
applicable laws and regulations. It is intended and hoped that other relevant industries 
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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NEWS 
FolIawiIlg is the It:Xt of remarks deliYered by Harold A Poling. 

chairman and cbief aocutfye offi""r of Ford Motor Company, '" the White 
House DDn01IIICC'roCIlt of a partnership for a new generation of vehl<:leo in 
~Il, D.C, September 29, 1993. 

On bebalf of Ford. I'm pleased to join the President, the Vice 

Presiden~ Chrysler and General Motors in malring this important 

announcement. 

As significant as this undertaking is, I think what we are really 

talking about this ~()ming is 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 ,everal years. Government and industry - panicuJarly the auto 

manufacturers and their suppliers. some of whom are with us today - are now 

worldng together on issues where there are common interests and objectjves, 

And It is being done without comproltlising our basic competit~:enes.s in the 

marketplace. 

It wasn't always like. that. Not too long ago, we regarded 

government as an adversary, and government felt the same Way about uS." 
. Now we're starting to work jointly to find more ways to improv; ournarion's 

ecoriorD}' ~nd our oWn competitiveness and meet nation~ goalS. 

This partnership will push the theoretical limit, ofenergy efficiency • 

.'andthere·s no promise that the desired technologies will be found. But the . 

. opportunity kIT miling this leap forward is unprecedented. . 

,< .' • 
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STATEMENT BY GENERAL MOTORS PRESIDENT AND CEO JOHN F. SMITH. JR. 
ON THE GOVERNMENT/AUTO INDUSTRY'S PARTNERSHIP FOR A NEW 
GENERATION OF VEHICLES ANNOUNCED SEPTEMBER 29. 1993. 

Ttlank you very much. On behalf of everyone at General Motors, it is a great 

pleasure for me to be here today. 

It is not everyday that someone comes to a White House ceremony like this 

to speak of revolution. But that's really why we're here this morning. Revolutions 

take many forms and differ in their consequences, but the one we're talking about 

today has the potential of providing significant benefits for everyone involved -­

especially future generations. 

The revolution that has brought us together this morning seeks nothing less 

than a major, even radical breakthrough in automotive technology which can 

dramatically increase fuel efficiency, imorove safety, and reduce emissions ~~ while 

maintaining the affordabiltty, performance and utility of current comparable 

vehicles, Simply put, 'we are proposing awhole new class of car we've never seerL . .. '. -. - '. . . 

before ... -one that will break through our paradigms of today and challenge our ..' , .' 

technical and creative thinking as never before. 

"., ­
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This new way. to be successful, replaces confrontation with trust and moves 

away from assigning blame to sharing credit, Our industry must do its part to see 

that we do not miss this great opportunity to revolutionize our relationship with 

government. It will take the best efforts and resources of both the industry and 

the government to make this happen, 

The difficulties and obstacles confronting this revolution should not be 

underestimated. and our expectations should be realistic. But the potenHal benefits 

for the environment and for safety, and especfally for future generations of 

Americans, make this initiative exciting, important and compelling. 

We salute the leadership of the President and the Vice President in bringing 

togettler industry and government for this important initiative. And General Motors 

is very pleased to be involved in what promises to be a truly exciting partnership, 



.-.I ... CHRVSl"R
'1...<1 CORPORATION 

For Release ~fter 10:00 a.m. Contact: John Guinive~ 


Wednesday, September 29 1 1993 (202) 862-5409 


Mr. President. Mr. Vice President. 

The current political debate is dominated by NAFTA and health 

care reform. Those are critical issues -- no doubt about it. 

But_ in its own way, the program we're embarking on toda.'y could 

prove to be every bit as important. Its contributions to the 

environment and energy conservation could !:latch the contributions 

of NAFTll. to our economic well-being. and health care reform. to our 

physical and social well-bei:1g. 

It won't be easy. The task before us is huge. We're trying 

to develop a whole new generation of vehicles that will achieve up 

to three ~imes the energy efficiency of coday's cars and trucks 

while offering the same or improved levels of utili~y, safety and 

affordability. To reach that ambitious goal will requi.re major 

breatcthroughs in technology, and there are no guarantees that we 

.Our progress will be meas~red in inches, not in miles. But 

'all of us 'here today believe that dramatic progress wIll ,be ,made, 

We're willing to do the hard work and make the investment:s ir. order 

to succeed. 

{more}· 
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AUTO FACTS 

U.S. AUTO INDUSTRY 

1, 	 Motor vehicle and equipment manufacturing is the largest of all I:.S. manufacturing 
industries. 

2. 	 Tho U.S. produced 76% of tile world's motor vehicles in 1950, 28% in 1970, 20% 
in 1990. and 19% in 1991. 

3. 	 Of the new cars and trucks sold in the U, S" more than 99 % were domestic in 
1951. 87% domestic in 1971. aod 79% domestic in 1991 (up from 73% in 1987). 

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

5. 	 The {),S. auto industry accounts for 4,5% of the U,S. Gross Domestic Product, and 
cars account for 10% of all consumer spending. 

6. 	 World sales of motor vehicles arc expected to grow faster than in the U.S" as 
developing nations improve their transportation systems, leading to increased export 
potential tur FS, firms, 

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

8. 	 Consumers spend an average of 516,000 on a new American car. 

DRIVING PATTERNS 

L 	 Highway miles driven in the U,S. doubled from 1950 to 1970, and nearly doubled 
again betwc-en 1970 aod 1990. 

2. 	 Vehicl,e, miles traveled (total miles traveled by aU motoT ~ehicles) grew at a 
compound rate' of 3:3 % p~r year from 1910 to 1990, " 

3. 	 In'the U};;, alone, motor vehiclc$ drove nearly 2.2 trillion miles in 1993. 

4. 	 In' 1992 there was approximately' one car per licen"sed driver in thc U ,So There' 
were anout 1.8 vehicles per household. 

5. 	 Average miles'driven each year rose H% per v~hicle"from 1977 to 1990,. . , 

.. 	" 



Glossary 

Advanced Catalysts 

Coefficient of 
Drng 

Flywbeels 

Fuel Cells 

Fuel Reformers 

Gas Turhines' 

CatoIY;>iS me used to contrQI tailpipe emissions on all cars sold in 
the U.S. today. The research contemplated under this agreement 
would include "lean NOx catalysts" -- catalysts capable of 
controling NOx emissions even though the exhaust stream is lean, 
i.e.• hos excess oxygen in it. Successful development ofsuch a 

catalyst would help improve engine efficiency which dn be 

achieved by lean-bum designs. 


A measure of the air-resistance of a vehicle. This is extremely 
important at highway speeds since the force needed to mOve a car 
through the air when a car is gOing 60 mph is nine times higher 
than the force needed when the car is going 20 mph. Typical ears 
have drag coefficients of0.35. Experimenta1 cars have reached 
0.17 -- nearly as low at those of modem fighter~aircraft. 

Flywheels are a mechanical, kinetic energy storage device in which 
the energy is stored in a rapidly rotating disk Or cylinder. Their 
attractiveness depends on whether they ean beat other storage 
sys~cms in cost, reliability, and efficiency. 

A substitute for the conventional internal combustion engine used 
in cars today. Fuel cells convert hydrogen into ciectricity in a 
simple system which can have no moving parts. The only 
byproduct of the process is watcr vapor --, there is no other 
pollution. The hydrogcn needed by fuet cells can either be stored 
directly (e.g, compressed in a tank) or it can be m:mufactured on~. 
board from an alcohol fucllikc methanol. Fuel cells have been 
used for many years in the space program but lUltil recently it was 
difficult to be optimistic [hat their price could be reduced to levels 
acceptable as automobile engines. Brakthroughs achieved during 
the past few years have opened exciting new possibilities, 

Fuel cells like those used in the U.s. space program used pure 
hVdrogen as a fud: In a pmctical vehicle. using a liquid fUel such 
~etha1101 might be more attractive. i·lowever. in order to make . 

. these liquid fueis work in a fuel celt, the liquid fuels have 10 be 
. altered (refonned) to separate the hydrogen from t~e carbon in the 
fueL ResearCh is needed to reduce reformer size and weight. and 
improve response ,time and controilability, . 

, Engines similar to ~hose. :lsed in modem aircraft 



Virtual TI1C ability to design and test componcnts using computer 
ProtutypinJ! simulations. This can substitute for building physical prototypes 

and greatly reduce the time required to perfect a product. 

• 
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MARCH 14, 1994 


MEMORANDUM FOR 
" 

THE VICE PRESIDENT 

GREG SIMON FROM 
JIM KOHLENBERGER 

S. 4 FILlBt:STER CALLS SUBJECT: 

There are three calls we'd like you to make In advance of the cioture vote on S. 4 
scheduled for 10:00 am on Tuesday,' Specifically, we'd like you to call Senators Stevens and 
Kassehauin today, and Senator Burns tomorrow morning before the vote. The message is 
three fold .• I) S. 4 is important to the business community 2} it is fiscally responsible and 
come:. within the spending caps and 3} ilS programs are bipartisan and initialJy created under. 
Ihe Reagan and Bush administrations. General S. 4 and Republican specific lalk!ng points are 
anacht:d. 

STEVENS 
Ser.ater Stevens has,lwo problems..First, he is concerned that NlST money will bleed. 
money from NOAA. You are uniquely situated to be able to offer the as·surance that 
this won't hurt NOAA funding, Second, he also has problems~on the equity financing 
provision. On equity financing, he sbould know that the President's FY95 budget 
proposes nothing for eq·uity financing regardless of the authorization level. 

KASSEBAUM 
SenaiOr Kassebaum has a pending amendment to lImit product liability law suits­
against small ai!planes that have been in existence fOI f5 years or more, She may be 
interested to hear that the administration will be able to s'upport her. bill ..Background 
on the status of t'I SA P for her bill is attached. . 

The general aviation liability measure, which Kassebaum has championed for seven 
years, was recommended by the National Airline Commission as necessary to reviving 
tilt: U.S. genera! aviafion aircraft industry. ,PreVIOusly, the United States was the 

"'Id leader in the productlon of general aViation aircraft', with piston aircraft sates 
'''I.!. about 13,000 ll;nnuatly from 1965 to 1982. However, since then, sales .have 

"<irely 500 per year, in pan..oecause of the added costs of liability 
"·'-lrding to Kassebaum, more than I 00,000 jobs h~ve been lost in 

'd related industries as a result The·amendment currently enjoys 
~ongress, with 51 senators and 280 House members on record as, 
tver, its prospects for enactm~nt still have been mixed because House 
ee Chairman Jack Brooks has opposed the legislation and prevented 



consistently voted with 
his support 

to the House flOOL 

BURNS 
us On the bill. You are calling him before 

A 
Ba.'1ic SA tal.king points 

Talkin{)- points for Republicans
, . 
Backgrollnd on Kassebaum's .General A via~ion Liability bill 



, . " 

'.
National Comp.tidveness Act of 1994: !Repuhlicans) 

a vote ill Amerieln humes:s:. 

~ j to indrmry and supported by the bustn'MS community 
.. I: modest and mucn.needed nap io reafJotetinv pnst Cnld War R&D 


not add to the deficir 

• 	 'programs ace bipartisan; in fact. many were initillny created during the Reaglm and Bush 

AdministHUion!. 

• 	 S.4 builds en pro"bu$lr!!u prG!ltams ,wated under Presidenfs Reagan and.Bush, The b11l authorizes industry. 
kid public-jltivaU! parmerS;bips to help create job$:, revilalize our manu1acturu,g ba$t, and ensure Amerlean 
cnmperitivenets in the global eccnomy. 

• 	 S. 4 builds Oft bf.p:arti$an: efforts til create a comprel1ensive manufacturing program; lnt(tase tlla 
Advanced Technotugy Progmn; accelerate ttuJ development of the Nadona! tnformatio~ . 
Infrastructure: and estabfistl it program to monitor and i$.sass fDreign technQlavitai capablfrties. 

• 	 $,4'5 are strongly l:!n:dorled by irldus:try: Ihe bnJ expand, civiUan technolngy PfOlif-ilmS, lib the ATP. s.tarted 
under the Bush Administration, tbat have tho rtrong support nf the bUsiness community because they are 
industry-led. tost·shared. tad merit·based. S. 4 is supported bV NAM, Council on Competitiveneu. AEA and 
othN industry group;t. . 

• 	 The ATP is pork free: industry proposes projects and winners are chosnn by 'public and private­
sector peer review j;ilnels. 

• 	 S. 4's tKograms will. help smalt and mld'$'ized maflufaGturers woo Cfoata the flew. higb-wage jobs our 
country needs. The ManufacturinG 'Extension Partnership will crute a network of regional and local 
tllthnology "extensinn" eentlfS that wiH revitalize OUt technological base tna way agricultural 
ext&f;sion 'center~ helped U.S. asticulture. . 

• 	 S. 4 is a wise investment In America's e:onomlt future: it wil not add one ;:Jenny to tM'Federal deficit 
f»?cause att spending will be funded within the hard fr~le: tin discretionary spending, 

Technology programs are leveraged invts.tmenls with a high (aU 0:1 return: by helping industry's 
innovators lind tnt nation's sma" and mid-sired companies, we will grow the Economy.· 

• 	 S. 4 is a modes:t and much-needed step In reallocating the pan-cold w,ar fadera! R & 0 budget. 

Ellen after the incrltues of these programs over the next three year3, .they will make up less than 
2% of. the jed,,,1 R '" 0 budget 



is creating a new ·industria' policy" for the United States 

!!ristr;.tic,n is building on the American tradition of public-private 
in American technological competitiveness, an effort that 

supports. 

tannlnist1r.tiion'S technofogV policy recognizes that technology is the 
'of eco~omlc growth and that Industry is the. primary creator of new 

oil.rrom"nt has a legitimate rote in supporting industry R&D efforts~ a 
r~r~~~::~tlt~h~~a.t.has helped U.S•.businesses take the tead in fields such as 
~e pharmaceutlcals* and agriculture'. 

:::lrodu,stry needs the programs of S. 4 to create incentives for hi9h~priority 
technology development-activities that have high technical risk, long pay­
back horizons. or investment costs that are too great for Individual firms to 
bear alone. 

rndustry strongly supports S. 4: for exampJe~ the National The Advanced 
IndustrY Coalition sent a letter ,to Senator Dole, signed 'by 32 professional 
organizations. companies and academic institutions. saying this ls·indyst!'Y.i. 
bill. 

AEA "believes t.hat its views have been heard by Congress and reflected jn' 
the bill. • , • S 4. will promote American competitiveness and enhance the 
ability of the private sectm to create jobs in this country.· 

Myth: the government is .£!ie.kfng winners and losers: 

. Reality! The programs authorized by S. 4 are industry-lad and co-funded; generic R 
& 0 helps industry overcome basic technological problems. not fund competing 
commercial products; S. 4 contains no earmarks or pork. projects. 

• 	 The ATE grQqr~.m.: Industry conceives, manages+ and executes the projects; 
projects are peer reviewed and judged on technical and busihess merit; 
industry contributes matching funds; funding is for generic, enabling 
technologies with wide application. 

• 	 The MEP program: Outreach 1s driven by the needs of U.S, small and mid ... 
sized businesses; projects are proposed and cost-shared by state, local. and 
private groups. 



MARCH 22, 1994 


MEMORANDUM FOR GREG SIMON 

FROM: JIM KOHLENBERGER 

SUBJECT: TELEMEDlClNE 

Kristin mentioned that you are speaking to a group on health care and the information 
highway and would like some background, I have cuHed information on the Health Security 
Act, the telecommunications reforms biIJs. and tbe High performance computing bill as they 
relate to health care information systems. All three bills <:an bills -can be tied together as part 
of the economic security focus of the administration. There are several key issues in the 
Health Care plan dealing with mformation technology that I have attached hand~outs on. 
SpecificaUy they are administrative simplification, privacy and security of health care 
information. and rural health care access. 

First, a few salient tidbits to cite/use. Twentywflve cents out of every donar on a 
hospital bill goes to administrative COSts and does not buy any patient care. The number of 
health cate administrators is increasLng four times faster than the number of doctors. Better 
use of information technology and the development of health care applications for the l\lJI can 
make an important contribution to health care reform. Experts estimate that 
telecommunications applications couid reduce health care costs by $ 36 to $ 100 billion each 
year while improving qualify and increasing access. Below are some of the existing and 
potential applications: 

1. Telemedidne: 

By using telemedicine. doctors and other care givers can consult with specialists thousands' 

of miles away; continually upgrade their educat~on and skills~ and share medical records and 

x~rays. 

Example: In Texas, over 70 hospitals. primarily in rural areas. have been forced to 
clo·se since 1984, The Texas Telemedicine Project in Austin, Texas offers interactive 
video consultation to primary car~ physicians in rural hospitals as away of alleviating 
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 ~10s, 
Moreover. there are 1500 different insurance companies: in the United States using many 
different claims forms. The administrative costs of the U.S. health care system could be 
dramatically reduced by moving towards standardized electronic submission and processing of 
claims. 



3. Personal Health Information Systems: 
The United States can use computers and networks to promote self care .and prevention by 
making health care information available 24 hours a day in a form that aids decision making. 
Most people do not have the tools necessary to become an active and informed participant in 
their own hea1th 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 
too late, and thus require more extensive and costly therapy, Michael McDonald, chairman of 
the Communications and Computer Applications in Pubhc Health (CCAPH), estimates that 
even if personal health information systems were used only 25 to 35 percent of the time, $ 
40 to $ 60 billion eould he saved, 

ExlUl'ipJe: InterPraetice Systems, a jOt"t 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 elderly. pregnant women, and families with young children. 
Based on a patient's symptoms and their medical history, an electronic advice sys1em 
makes recommendations to HCHP's members about using self care, talking with a 
dOl:tor, or scheduling an appointment. 10 one instance. "an Il-year old who regularly 
played with the terminal heard his father complain ,one day of chest pains and turned 
to the system for help; it diagnosed the symptoms as a 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, the 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 a medical record is completely unavailable during 
patient visits 

Health Security Plan 
As I understand it, the Health Se<::urity 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 ail of the details will be 
decided by the National Health Board, appointed by the president to oversee aU aspects of 
health care reform, The National Health Board will develop standardized forms for claims 
submission, clinical encounters and enrol1ment transactions within one year of enactment and 
mandate that all providers and payers adopt the forms within nine months after they are 
published in the Federal RegIster, The Board would submit a comprehensive privacy 



protection act to Congress within three years. with violators subject to a fine of up to $10.000 
for each violation. The American National Srandards Institute, the National Institut.e of 
Standards and Technology, and the Workgroup for Electronic Data Interchange would help 
the National Health Board review standards for automating insurance transactions, 

Health Security Plan Entourages Health Networks to help Rural Communities 

The Health Security Act envisions regional electronic networks 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 wiH be 
provided to develop networks. This wiH help the rural communities that need 
outside expertise to establish links with larger referral centers and academit 
health centers. 

.. 	 The Health Security plan includes grants to support the development of 
tele<::ommunications links between underserved providers and other providers. 
health care centers. and institutions. This will heJp facilitate "group practices 
without walls," allowing easier consultation and coordination among rural 
providers and with urban providers. 

.. 	 New grants will be provided to academic health centers to help build 
information and referral infrastructure needed to support rural health networks. 

SimpHcity: Reducing paperW{'lrk and tuning red tape. 

Th. Health Security Plan: 

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

o 	 Requires insurance companies to 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 fighting bureaucrats. All health plans will adopt a single, 
standard claims form by Jan, I. 1995. It will enable doctors and nurses to spend more 
time taking <:are .of you -~ and less time wrestling with paper. 

TELECOMMUN1CATIONS REFORM BILLS 

In addition to the health care pian, the telocommunications reform bills on the hill wiH 
have a direl;t impact on telemedicine. For instan<:e, the American Telemedicine Association, 



(9) Three dimensional geometric modeling and artificial intelligence methods for 
intt~rpretjng an array of medical images. 

(10) complex simulations of sociological populations affected disproportionately by. 
selected diseases or disorders, 

i 



" 
.. 

( 


( 


( 


NIT I African American O'utreach Meeting 

Ceremonial Office 


5: 15 	 6:00 pm, Wednesday, June 15: [994R 

Meeti~g l'Cquested by t;lavid Stmuss. 

Briefing prepared by Jim Kohlenberge.-, Michcla. Alioto, Jeff Watson, & Flo McAfee, . 


EVENT 
You are ~neeting with a group of about ten African American leaders to engage them on what 
the NIl means to them. This.is an opportunity to talk about the economic opportunities, the 
emp'owerment and th~ benefi'ts that the NIl will bring. ­

This will be the first time some of these people will have received any formal presentation 

from the Administration' on the NIl. Many in the group will have a general knowledge of 

telec,ommunication·s .. and are therefore interested in the full realm of possibilities regarding 

community service, educational and business participation in new technolo~. 


'i' .•" 

. The parti.cipants of thLs meeting are extremely optimistic about this meeting and 'the 
opportunity for an ongoing di~logue on this issue. Although they represent" different aspects 
of the African American community, their common "interest is to guarantee that African 
Americ~ have' full part{"cipati~~ in the new technology, 

YOUR ROLE AND CONTRIBUTION 

•. 	 Vour roie is to gi';~'an o.verview·ofthe NIl discuss how it will effect the 
econo~y in "total creating new jobs and opp~riunities .. the importance of' 
universal service as a means for empowering all Americans and how the 
upcoming ~CS auction decision on minority paI}:icipatiori is important to 

. achievi~g the "NIl's goal of universal access. This briefing is 'an opportunity .to 

. expand the groups understanding of the NIl and the opportunities' it offers their 
communities as more than PCS ~. its jobs: its cipportunities, and technology that· 
overlooks soci~taJ boundraries. . 

PROGRAM NOTES 

• 	 StUdy on dle NIl ~Uld how it will effect minorities. According to a study 
'sponsored by various consumer in civil right.s groups including the Consumer 
Federation of l\ri1erica and the NAACP, the RBOC's are planning to build the 
first of their advanced communications networks for the Nfl in mainly affluent. 
areas of the country, bypassing poorer neighborhoods' and' minority populations; 
'This study has obviously raised concems about an·exclusionary "electronic 
redling" that these gro"ups conside'r 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 aroimd. 

31 



the country, looking specifically at the income a.l1d racLal characteristics of the 
areas mitially designed for advanced serVices that would combine'vide,o, voice 

( 	 and computer commU;'l.icatlons. ThIs study examined a dozen detailed plan~ by 
" . four regional phone companies Ameritech, Bell Atlantic, Pacific Telesis. 

and U.S. West 

"Access 	to tlrt: Nl1 is afron/line challenge (~civil rights communilies and mus' 
be addressed in (he fWlional felecommunications legislation now before 

Wade Henderson 
Director. NAACP Washington Burea~ 

'. 	 AfJic~,American j'r;ational Summit. June 13 was the second day of a summit 
conference regarding issues effecting A.ftican.Americ'ans. African American' 
le!'-ders from around the country wrestled in Closed sessions with how to 

. 'empower the~r communities~ develop their young and buii,d a stronger econo~ic . 
base: The economIc solutions debated ranged from government reparations for 
the black community 10 developing more youth entrepreneurs. " . 

• 	 Andrew B~tt's Addl\;SS to the urban League: FCC Commissioner.Andrew 
Barrett addressed the Los Angeles U-rban League las't month and 'expressed 
coneem that the NII would further disenfranchise the already marginalized 
urban community; in particularly blacks and othe~ mino'rities: " While 
telecommuting may save time 'and enhan~e the work,environment.for same•.it ­( 
may be bad news fOf minority·owned businesses-and the Latinos, African. 
Americans and Asian Americans working at servi~e jobs in business districts, . 	 -, . 
such as Downtown Los Angeles." 

"In response ,to this. the Committee on Applications Technology of the IITF 
draft White Paper on Telecom'muting o~t1!nes ways for telework centers, to . 
become integral- parts of empowerment zones and the wqrk force re~training I 
training. These centers would allow interactive access to workers without 
computers an~or modems. 

", 

" 

AITACHMENIll 

• 	 Talking Points 
• 	 Minority Telec'omrnunications Background 
• . 	 Minority B.usiness AC~ss.to P'CS Lic'enses 
• . 	 Administration Brag Sheet on African Am"eric'ans 

( 

... " , 

. "'" 
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TALKING POINTS 

Nil Outreach Meeting 
Ifednesday, June 15. 1994 

',This is a chance for you to-highlight' three main themes: the affect the NIl will have o~ the 
people of this country. untversat access, and public interest and -empowerment 

, . 	 . ' 

NOTE: ' You may want to begin by recatling your recent trip to South Africa and tie it ­
into toe NIl by discussing ho~ the election fe'sults were available on the 
Internet and in every online home computer across the United States and the 
globe just as the printing presses in Johannesburg were warming up to print the· 
actual papers ~n South Africa. This is a real ,demonstration of how 'our lives 
~u incresingiy bero'me mor~ e.f(ected by the NIl: ">' 

• 	 It's All About People -~ The information' infrastructure is not,about technology. it's 
about people. " So. in conjunction with this we hav'e attached a number of different
seenanos.' Be,low are a fe~ examples: . ~~ 	 " 

I 	 h'~ ~bout Georgia Griffith of CompuServe ~ho 'is deaf and blin'd but 
w~o con,tmunicates without hindrance on,the i~formation superhighway . 

.[ It's about' first~grader Taylor Vaughn, from Nashvi'Ue, Tennessee who 
. this year, while recovering' from a Ijfe~threatening bone marrow 
transplant, was able to keep up with his school ~ork and 'classmates via 

: i!1teractive computer. . 

f It's about small busLnes,s ov.mers baving better access to govemm~nt 
contracts through electronic commerce', 

i fi's abo~t police officers being able: to retri~ve mainframe dat'abase 
,information such as criminal:records and 'traffic violations·from tbeir 
patrol cars so they can spend less time behind Ii desk and more time' 
fighting crime on the streets .. 

,. 

'Th1! infoquation infra.'ltruc:tul"e imp1'QVCS people's lives in real and tangible ways.. 
Te1~hnology is just the means of doing so.' 

• 	 Universal access, -;:.' This Administration' is commirted· ,to connect'ing e:very classroom, 
library, hospital and clinic by.the year 2000 to the NIl. 

Th,~ President and 1 have iss~!ed a 'chaJlenge that will ,be met one w'ay or another: All 



Americans ., rich and poor, 'urban and rural ~~ 'will have access to the benefits of the 
~ommunica!ions revolution. 

Universal access is a very important goaJ in the creation of the ~l as universal 
coverage is to the President's health care plan. This Administration will not falter on 
that commitment because the future competitiveness of our economy ~~ indeed the 
future of OUf country ~. dep~nd on it. 'Because it's the right thing to do. 

. . ~ubHc interest, -- The Nil will be Qur network,of.information superhighways. hut it 
will also' be a veh,ide for growth,' The Council of Econqrnic Adv!sors estimates that 

,. 	 the ~TI Will add more th'an $100 billion tt') the economy over the next decade which 
will mean about 500,000 new jobs' in the next two and a halr years alone,. . . 	 . 

• PCS --Last week the Federal Communications Commission decided to aHocate 
'. spCL1ru'm for th'e upcoming wideband pes auctiOn, It waS a good deci'sion thafwilf 

lead to new pro'ducts, new servites ~~ an~ nw, 'high-Quality jobs, 

The FCC'will soon ~ave to face a related issue 7~ the future 'of the so~caned 
"pioneer's preference 'will benefit nQ! just the pioneer comments in the FpC 
rulemakeing conterning the future use of the pioneer's preference, Our position 
is simple -- the pioneer's preference should'be retained but should 'not be 
permitted to ~estow disproportionate'benefits to any private recipients, )De' 

. ! administration believes that the.FCC 'should fe-formulate the future use of the 
pioneer's preference. From now. on, ~a:'pioneer should pay for the use of the 
spectrum,~. but should receive a discount totaling no more than 20 %' of the 
v~!ue the spectrum award could generate through an auction. 

(See. Minority Bysiness Access to pes Licenses) 

. .. 
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Development of lVlinority Business Entclprise, 
in the Telecomm. lndushy Background by Chris Ulr;ch 

Facts 

Data collected by NTIA IHdicJ.lt':S liial minority-owned b~$;(tes$es are generally 

undeHepf'.~:sented ill telecornmunlcations businesses. The data Indicates: 


(1) 	 Only one half of a percem of the total number of firms in the 
. telecommunicatIOns indusfry are owned by minorites, 

{2) 	 There are only fLfteen,eable operators in Ihe US.•- 9 black,.2 hispanic, 2. 
Native America."\, I Asian 'Pacific. and 1 As,an India.'l~~ representing less thun 
,1,%- of the cable industry. 

(3) 	 Revenues from aU firms studied comprised tess than half (If one percent.of the 
tatal induslry revenues, 

(4) 	 There are only 11 minority firms engaged in the delivery of cellular specialized: 
mClbiie radio. ~adio paging, or messa~ng services, 

, 	 ~. 
(5) In addition, the information avaiJable shows (hat most of the minority owned 

firms were small, and that access to financi.:1fwas a majof obstacle. 
., 

(6) Minority owned ftrms greatest presence was in the telecommunications 
equipment man~facturi()g segment where "they '~ade up 9~7% of the totat 

'number'of firms; , . 

PelSonal Communications SeIYices 
.~ Minority firms have a stro~g 'interest in pes, ~fTDP reCently developed alist. . . 

of businesses in strategIc 'pa~erships with minority and women entrep'reneurs 
and small, businesses interested in pes. 

• 	 At this time NTIA is 'reviewi!lg rules rele~ed by the FCC. on Ap~l 20 
'.

specifyiflg [hat mechanisms such as installment payments 'and bidding credits '" 
may be' allowed when spectrum licenses are auctioned, and that some blocks of 
radio spectrum in some services may be set aside specifically for such . 
entities.(Decision are s.cheduled for release in June 29tld According to the 

. FCC~ minority firms are split on pes, set asides. Half feel that set asides are 
, necessary while others feel it ~in label' them as secor:d class choice because 
they did nor get the spectrum ·competi.tive,ly 

Thes'e mInority prefer~nce ~l1c'ies are tools inte~ded to help firms, that, 
might otherwise find it difficult to participate in spectrum-related ' ... 

business, In addition. they reflect the important policy j'udgmeol that' 
" 

. 	 . 
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som\! erHlr:co; lila)' Ilot' be able to ;laniclpate l!\ sp.::ctf\lm based 


busir;--:sses wilhoU! preferences. ~. 


'¥,,' 

Education <imt Train,U!.1; 
·NH Initiatives {1In.:clly address cduGI!iorl and training concerns: 

[n getting every ~ib!ary, classroom, <:\n'd 11I.:a!!hcure facility hocked up 'Jsing 
pu!.:lic·priv3!e p,utIHJr'shtps, NTIA initIated this year 1\ inatching grant progr~m, 
the TelecommunicatIOns and Information infrastructure Assistance Program 
(TIl AP), that will help fund,demonstration projects by schools. libraries. health 
care facilities, and other community' organizations in sJppon of the :KIt 
Applications for the first round of grants were due on May l2. 1994. and NTIA 
received approximately 1,050 applications: 

./ 	 Minorites will benefit'ftom the TICAP.' beCause reguiatory policies 
governing this program include the requirement that special ' 
consideration be given',to ,g~t applications that involve mino'riti,es . 

./' 	 [n addition. Secretary Brown committed the' award of at leaSt one grant 
to an entity in an empowerment zone. 

, 
Access ,ro Capital and MTDP 	 " 

Minority Telecommunications Development Program's (MIDP) primary 
mission is to increase minority ovvnersh(p of communicati~ns busi'nesses 

,through policy input, MTDP, also develops programs'that fo.cus.on the ' 
speciaiized ne7ds of minorites in the 'telecommunications industry.­

• "~fTDP is studying new 'strategies for, capital form'ation' that' can be made 
_	available to minority commu"nications firms..With the assistance. of -Q'utside 
contractors, MToP i~ .examining' methods used. to aggregate capital and . 
attempting to develop new strategies for ca.pital'development in, 
tetecomf!!unications t~a.t can cOnt~ibute to- the dialogue in this area. 'NTIA 

, expects to release a report on these issues 'later in the year. and engage in' 
public,outreach on 'this tOpIc. ' , . 

" 	 MID? is also extenslve!:i Invoh'ed ih outreach 'to minority, communites on 

captial for'matiol1 issues,_ MTDP has IXHponsored' an annual "Fast Starts" 


,.;,conference fpc. entreprenuers. lenders. and_ attorneys with New York University' 
Law School and the' FCC. These'conferences focu.s:on business opportunities,' 
'in telecomml.:~ications. The most recent seminar, held April 27-28, addressed' 
'some of the issues -fnvolvcd in developing ~u$lnesses in Personal - ­
Com'municatlons Services (peS) affd other techno!ogies expected to flouris~ as ' 
the NIl develops. . ' , 

, "" .,«,., 
~, , ­

,.~,. 
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WA$H:NGTON 

"Building a Full Partnership' 

A Fact Sbeet on tbe Clinton Administration 


September 15, 1993 


, One year ago when Governor Bill CJintoa participated in the, Congressional 
Black Caucus Annual Legislative Weekend as a candidate for President, he spoke of 
buildiJ:i.g a "full partnership" with the African American~commuuity, He said then 
that, if elected President, he would offer his "full participation" and "heartfelt 
cPnlmitment to progress." This principle s~ holds true today. 

Working with the African American community. including the' Congressiona:l 
Black: Caucus; the Clir..ton Administration has built a foundation for a full 
Part~ership. Presid'ent Clinton has appointed more African AmeriCans to senior level 
positions than haG any President iri America_n history. Five African Americans now 

-sit in the President's Cabinet, more th~. ill any previous adnlinistration. .trhey 
include Commerce Secretary Ronald Brown, i\griculture SecretaryMike Espy, Energy . 
Secretary Hazel O'Leary, Veterans,Affairs Secretary Jess. Brown, and Drug Policy 
Coordinator Lee Brown. Together, these officials command budgets in excess of$120 

. 1, billion. supel-vise close to a half-million federal employees, and make decisi.ons that 
affect (!Ve~ facet of Am.cncan life. .. 

In the White House, the President has appointed African Americans in record 
.. numbers and to unprecedented pOsitions. For the first time, two African American 
women.~Aleris Herman and Maggi» Williams, serve a8 Assistants to the President 
and db:.ct Whit. House departments, 

Throughout the agencies and" departments, President Clinton has appointed 
record numbers of African Americans as well. These appointments include three 
deputy cabinet secretaries: .Cliiton Wharton as Deputy Secretary of State, Terrance 
Duvernay a. Deputy Secretary of Housing and Urban Development. and Walter 
Broadnax .s Deputy Secretary of the Department of Health and Human Services. 

In addition, tbe President has appointed African Americans to untraditional· . 
positions, For example, Bob Nash serves as Undersecretary of Agriculture. Ron 
Noble serves a. Assistant Secretary ofthe Treasury for Enforcement and overeees the 

.	Secret Service, Rodney Slater serves as Administrator of the Federal Highway 
Administration. Emmett Paige Serve. as Assistant Secretary of Defense for 
Command. Control, Communications and Intelligence. Leslie Turner se~es as 
Assistant Secretary of the Interior for Territorial and International Affairs. 

-	 - . ­

\ 



O;:'h(;r appointment$ include Joycel}'1l Elders, who dlr,ectG our uatio'n's public, 
health p.fogTams as Surgeon General ar.d Cassandra Robinson, who serves as Deputy 
Administrator of the Small Business Administration. Those. are only a handful of the 
mauy appointments of African Americans made by President. Clicton. 

With the"partnership 'of the Congressionai Black Caucus, the Administration 
has also lau::iched bold. new legislatiou.' Last month, the Presidenfsigned ~tO l~w 
a. new budget that will provide a tax break ,to small business owners and expand the' 
Eanled Income, Tax Credit to lift the working poor out of poverty, The President 
pushed for and won 'the passage _of the National Service Act to rebuild our 
communities and inspire our yO'.lth. The Administration won passage of 'a bill to 
establish Empowerment Zones in our nation's inner cities. And after years" of 
Washington gridlock, the fust piece of legislation the President signed' was the 
Family & Medical Leave Act to protect working pa....nts from losing their jobs when 
they need ·to take care of a child or a loved one., . 

In spite, of what has been accomplished, there is much more-to do. The 
Administration plans to put"thousands ~ore police officers not only on the streets but 
in the community. and "it has proposed imposing a five-day waiting period for 
handgun 'purchases . .8oon, the President will also announce his plan to reform the 
nation'. health care system so that finally ~Very American will be guaranu,ed medical 
"coverage" 

, With your belp: in full partnership, the Administration can achieve these goals 
and continue to build a better AIDenca. ' " . 

,The following factS and lnformation highlight just a few of the many examples 
of steps President Clinton has taken to fight for the country's future,' 

APPOIN'IMENTS 
. 	 ~" " 

, • Appointed the most diverse Cabinet and Administration in history. 

• 	 With four African American members, the Clinton Cabinet is 29% African 
American. . . 

• 	 Clinton Cabinet-level appointments include: 

Jesse Bro~,'Secretary of.Veu,rans Affairs 

Lee Brown, Drug Policy Coordinator 

Ronald Brown, Secretary of Commerce 

)dike Espy, Seeretasy of Agriculture 

Hazel O'Leasy, Secretary of Energy 


... 




• 	 ' For the fust tunc' in history, appointed two ~can Ame'r1.can wome'{'(Alexis,,, 
Herman as Director of Public Liaison and Maggie \Villiarns as Chief of Staff 
to the First Lady) as Assistants to the President. 

• 	 Appointed n::.Ore than twice as m~.ny African Americans to leadership ~nd 
:~~nior staff positij:ms than any previous administration. 

• 	 Appointed three deputy cabinet sect;etaries. including .Clifton 'Nbarton as . 
Deputy Secretary of State. Terrance Duvernay as Deputy Secretary of 

-Housing and Urban Development. and Walter Broadnax as Deputy 
'Secretary of Health and Human Services. 

• 	 Appointed the first AfriCAn American Surgeon General. Joycelyn Elders; 

• 	 Appointed an'African American: Drew Days. as Solicitor General, the 
United States's Chief Advocate before the U.S. Supreme Court, 

• 	 Appointed Ron'Noble Assistant Secretary of the Treasury for Enforcement; 
a role which places him 'in charge of the,U,S. Secret Service', 

'. ... 	 .. 
• 	 Appointed Rodney Slater as AdminiStrator of the Federal Highway 

. Administration. 

• 	 Nominated;the first African American eVer as U.S, Attorney for the District 
of Columbia. Eric Holder. Jr. 

• 	 Nominated: three African Amencan women, Veronica Coleman. of Tennesseet 

Vickie. Miles·LeGra'nge of Oklahoma. and Gaynelle Griffin·Jones ofTe:o:as as 
United States Attorneys. 

ECONOMY 

• 	 , Passed the single largest deficit-cutting plan in history, reducing the 
deficit by $496 billion over five years. 

Signed into law the Small Business Guaranteed Credit Enhancement• 
Act; Bignificantly increasing the avallability of loans that 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 p"rovide small businesses 
with more capital at lower interest rates. 



• 	 Expanded the Earned Income Tax CrediLlo lift working fa.milies out 0'( "'I.I 

poverty with incentives to work, \lJben fully implemented. over 20 million 
households with i:1comes of up t~ $27,000 will benefit. 

• 	 Passed t.he Emergency Supp.lemental Appropriations Act. of 1993, p'roviding 
$4 billion in emergency unemploymer.t co::npensatioo to approrimately L9 
million unewployed American workers. ' " 

Fk\illlES & CHILDREN 

• 	 Signed the Family and Medical Lea've Ad, v.:hlch requires employ~rs to 

ailow, workers up to 12 weeks of unpaid leave to care for an infant 'or a. 

loved one in a',time of need, 


• 	 Passed a comprehensive child immuniz.ati~n plan, ,which inclu'des \iI. ,)6;/~ , 
increase in funding. so that every child, regardless, of family income. will be ' 
immunized against dlsease. 

• 	 Dramatically increased funding for.•the Women; Infants & Children (WIC) 
, , ' "" 	 . 

, program., 

• 	 Enacted key provisions of the Mickey Leland Act. broadening food' stamp 

assistance for poor families with children. 


• 	 Achieved. $1 billion in funding for the Family Support and Preservation 

Initiative that will help prevent child abuse and help parents learn the 

skills and tools necessary to raise children. 


EDUCATION 

.• ' ·Dramatically increased funding for Head Start, 'with full funding by' 1997. 

• 	 Created the Historically Bhck College and Univei:Sity CapiW Financing 

Program, which provides a federal guarantee for private'sector.bond 

linancing for the repair and construction of facilities at hlstori,,;,ny 

black"colleges and uni~ersities. 


• 	 Created the Institute for International Public Policy, whicb Up. the 

talents of underrepresented minorities for the foreign service of the 

United SUte. and private international volunteer organizations.. 


• 	 Created the .FacultY Development Fellowship' Program to make grants to 
institutions of higher learning for programs to assist talented faculty from. 
underrepre&euted group" obtain advance degrees, and develop their careers: 



Passed 	a National Service A~t tha:,:will give tens of tJ:ousandt;,o[ young• 	 ,
Arne rica ns a chance to conLnbute to their cotDm'unities while' lbey ~arn 
tredit 	toward their higher educatIOn, 

• 	 Proposed funding for the cO:1str~ction, maintenance, and endow'ment'oftbe 
h1ary McLeod Bethune Me::uorial' Fi:1c At~s Center. 

• 	 Passed the St\.!dent Loan Reform AC,t of 1993. which ,"ill make college more 
':lffordabie and save taxpayer money. througli direct federal lending. . 	 . 

• 	 Set forth "Goals 2000," a comprehensive national educational reform. that 
embraces new, world-class learning standards, underscores the link between 
education and emploYment. and encourages bott?m-up. not top~down. 
educational reform. 

VOTING RIGHTS 

• 	 Signed the Motor Voter Bill. which expands voting rights for the poor and 
the young by establishing voter regj.stratit;>D. l~tions in drivers license " 
offices, unemployment offices, ando"tber public facilities, . . 

• Argued in coUrt. for the expansion of the enforcement of Section 2 of the 
( Voting Rights Ad, 

URBANroUcy 

• 	 Vigorously enforced the Civil Rights Act of 1964 in Vidor. Texas by 
announcing a plan to remove the Orange County Housing Authority Board 
of CommiBsioners and Executive Director for failure to protect black. former" 
residents in this all·white toWn's public housing community. 

. • 	 Initiated a four.pronged strategy to help integTate East Tax".. public 
housing facilities by increasing security and providing safe a""".. to public 
ttallllPortstion in Vidor. Texas and establishing an oversight office to 

.. 	 monitor desegregation plans throughout'East Texas. 'The plan will be· 
implemented by the Department of Housing and Urban Development as 
part of a new direction for the department. .. 

• 	 . G~anted $300 million to the Urban Revit.alization Demonstration ProgTam· 
(Hope VI) to revitalize the most severely distressed public housing 
developments in the nation. . 



• 	 ~ntroduced legislation to create a nctwo'rk of Community De'velopment 
'.

13..\1ancial institutions ,to provide capital and basic banking ser.":ices to credit ­
:;Larved. low-income communities. 

• 	 Proposed strengthening the COOlwunLty Reinvestment Act, which' is 
desigl1ed to encourage banks to len.d to members o(the community. 

• 	 Developed a plaa to create Empowerment Zones and Enlerp'rise 
Communities to encourage business 'inves~ment i? depressed urban areas. 

• 	 Signed an' Executive Order directing the Interagency Council on the' 
Homeless to develop a plan to make federal homeless programs more 
effective to break the cycle of homelessness. 

• 	 Proposed the "D.C. Initiative," which will create a comprehensive p~ogram 
for dealing with homelessness in the District of Columbia, ., 

• 	 Introduced the Housing and Community Development Act of 1993, which 
will sip.ificantly change rent policy for .public housing and make home 
ownership easier for low income An:ericans. 
. 	 . . ~ 

CRIME: 

• 	 Signed a Presidential Directive to reform federal fuearms licenSing 
procedures by improving background chec.ks and imposing other 
secUrity measures to keep 'guns out of the bands of criminals.. . 

• 	 Signed a Presidential Directive to close the loophole on the importation 
of assault piStols. . . 

• 	 Proposed a five,day waiting period on the· purchase of handguns ("The 
Brady Bill"),' 

• 	 P.""ed the PoIiee J;iiring Supplement, making $150 million ~vRilable 
to communities moot in need of community policing. 

HEALTH 

• 	 Created the Offiee of Minority Health Research and Alternative Medicine at 
the National Institutes orRealth, 

• 	 Named the first ever White House AIDS policy coordinator to orgalllze 
federal policy to fight the deadly disease, ' 



• Revoked Lhe ReaganJBush "gag rule" that prohibited doctors ~n 	 '- " 
federaLly.funded facilities and public cli."lics from even mentioning family 

. planning to their patients. 

• 	 Revoked t!t,e Reagan/Bush'restrictions on family counseling in ':llilitary 
, hospitals,. ' 

• 

'.,. 



h Ms. Felicia Kessel. 
Consultant with Coming, Inc. & NAACP 
Columbia, MD 

She serves as a public affairs consultant for Corning and several non-pront 
organizations. Her ~n task with Coming is to create understandable literature about ", 
the new technology for CQrnmunity-based organizations. 

2. Ms. Nellie Thornton 
National President 
Jack and Jill 
MI. Vemon, NY 

This is a national social organiZation "for Africim~American children between-the ages 
6 and IS. Ms. Thornton is also alIiliomenlary school principal. 

. 

3. Dr. Coostance Sims 
Dire<:rtor of Telecommunications 
Love Chriatian Academy' 
Nanuet, New York 

'. 

I 
(See attached Will Street Journal article.) 

4. Mr. Scott Mills 
Vice President 
Lehman Brothers 
WashingtOn, DC 

5. Mr. William Todd 
Director, External Affairs 
Bell AtlantiC . 
Arlington, Virginia 

He interested is forging oppommities for partnership between African American 
businesses and.corporate America. 

6. Mayor Wilber D. Minter, Sr, (Mayor Pr~Tem of Oak Ridge, TN) 
Pr~dent' . 
National Black Caucus of Local Ele<:ted Officials 
Oak Ridge, TN 



7. 	 Mr. Mattin Taylor 
Staff Director 
National Blruok Caucu, of Local Eleete<! Officials 
'Yashington, DC 

8. 	 Mr<Ra1ph Everett 
Paul, HaStings, lanosfsky & Walker 

Washington, DC 
 < • 

9. 	 l\,1r. Alan Bowser 
Executive Vice President of Operations 
Unite<! Negro College Pund (UNCI') 

The UNCI' is installing a new technology center, through the efforts of IBM, tluIt will < 

link the headquarters and their 41-member private black coUeges. 

10. 	 Dr. Roy L. Beasley 
Dire<:tor< 
Acadeinic Computer Services 
Howani University 

Howani University recently received money from DOD to put in a new teChnology 
system at the university. They will link up with a local high school to provide' 
sateUite information. 	 . 

", ' 
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\;,n:l,VT.r;H: On ,jU!'" :!'I. 1~1:11, r,)\<: liCe "eli U _:!:.'-.~\; ,'H~ O~'dc:t 
.>;'il ,-,btl',hJ.ng ::11>;'; r.ulJ'."; :.j .1jjr.:Liorl :;p),,)n);-,-;:I\Jlt.::1/ .:,.'00 I<'~ !',,:I';:'1(J 
)":'-";'.'0<'11 ComtNII':icilF.ir'ILi :;t:t:vi.:;cs (l·'C:;j! \_C",;n::C:l. /'. (I"i.r.i.ca'; l':,,;IH;! 
;:; h::1W ,:hc FCC ~/ilJ ,.',',1:.. ,:(/, ::.!1c l(.!gir·l_~:..i'ie 111,",;.13,::,<2 :.:':' 
tl.<','.h..:mi.nar.'.': PC~· I, i,CSl!1UiJ::': ":',) ,;1 Vi.) Y'i ...~!:,! nf :';1\1>1) ':',:';;.;,~,-_;. 'll',C:i l;d LnS 
bll:;LW::S,;e's O"""lW.c! by il'!n0(,:l.t:i.C.l~ Ens~,I-lng -that: ,W< ;01'ir:,v 
bw;int?$ses;; obt:.al.n-l'CS lLcenscs t:hrough tf;ts '(i\J'.~(t\in i~ trnp<>t't:aHt 
to aChi,.·vi"g the: goal::-. or: the NaCLon.lL !nEor:Ilh\\..lQn 
!lliras::.rl,lCl:Ure, particularly t.:he goal of unive.rsal ci(:(:I':SS. 
p(lt.:~r"!t-i.:ll large companies that bid for: ECS lice:n::h~9 have 
tl7~mendcue economic power a<1d :::t~ong inct!ntives co ; FjVcst 
~Ilhstantial re;$OI.H:"Ce8 to obtain _these lic~l\ses, Telis :nemoz";,.'t,,'J'l.,'. 
addresses a range of' opt ion:.:; to promote minoritY<)'Jsiness eno:'y 
in the pes ilL:c:.:ion-'- fr.Of:l the most effective tG Lr.e leL>.st 
effective. 

I. 'universal Service-Competitive Solutions. 

1\, Licensing new ..... irelese pe:csonal communi !';.;tt ionz sJ:':rvl,ce$ 
(,r~:CS] in various ma£'kecs chroughout the United St.at:ee can provide 

a potential competitivE; ',solution co '.several ,goa~s articulated for 
Nation<ll "Infot:mation Inf1.-~etl:uc:ture, 'i.,ttII1' inieiativez, , 
Specifically, a wide diss€:rr,inal:ion of pes 1 '\,censec: could 'support 
the ,N!Lsroal,s of.; 1. univC!rsal service and ;).ccea,e;: 2. private 
investment .in infrast.ructure; :), new competition: and 4. 'open 
access to 2411. By Structuring a ,PCS frameworl;;; w:i..th a variety of 

( 	 marke~s, and mulciple 'competitors, l;).rge and 3mall, 'pes could 
beCome a significant mark<?t solution to promoting univer3al 
access and afforliable pricing in marketc: throughout the couut.ry, 

, ' ' .' 
8, prorn()l:ing access by }(Ilrge numbers of 'new entl,-an!;;::; ,could 

in:rease t."..:: .poten'tial tor diverse and innovative service 
otEet'ings. Companies owned by minorities can ploClY a vical roll:! 
in ,;;~rv'::"ng .::~rtain geogrn:phic areaC;'.:lnd m3.rkets, that .might 
ot~1.erwi*B b~ Qverlookerl by other industri compccitO!.:s, " Furc.her, 
mino'r j.xy-owr'v~,d' f irms h~ VI? been shown' to employ' more minor:i.c itis 
i.-elatJ v;.:.·' to other. companies. The combination of t.ilt!se faccor!{ 
pr()mot:~ Congress I goat of ensuring that ne\>f and iniluvat i ~J'(~ 
t.e,;!hnologi~s are rs:ad:i.ly accec::>ible to the Amoerica.n people., 47 
U.S.("':, 30~:;{j) OJ (B);. 1.::93 Omnibu:'J Budget: Reconcil.i,dtion ACt. 
[Ol,'UI) . 

c. ,PCS will offer bI.:3ine~ses, o'wned by minol'it:.ie:::>, women, 
sr.mll businp.;.<;;aB6 3.nd rural telephone companies (collecr",i.;rely 
LJea;ignated Enc1tieel ,the opportunity to provide affordable . 
wil~eless servl ceolJ: in various markets or segmencs 'of inb'dcets that 
mi::lht otherwis:e be unserved i:1it.ially by thE: large ,inter:exchange, 
<tnd local ~Y..c:h<'lnge c3:t'riers, 
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I). iii ,~,;:'k,~: en 0;';: 1"" v I..: t.he;;,"~ V~II !('h~:~ : '!'\:(F.~·; \:,:,1, "d':l:ordabl\,:: 
I' ',' ':,'":l:v:,-:,n. ''';I!();:lty·OHI"I~:d rO!Hp:!lli·;::; We: (\,.!,:,,~;,'.: ;,;;,qnific,'l.nl:, '. ' 

::~L ': ..... :.( "::.-~ ;JCC'2"C(; t;.Q capi.t,;ll. an-3 ",:H1.:r:,),,,pt"::;'.>ltt:.:tt:ion in ,.
indu,:t:.l'/. The:}!"! barf it~r'; hi1v",: ,.::;d.:;l.~:': ,:vt::::'. ,,~i·.::{JjJl: 

(;:q\)I.l:enV",~H:,: ;1, P'!t'"(;hilS~:H1 n;c liCCrlO':" C: \;L".'1,',\';lu ..:'¥ l:tU:O\lg!1 an 
.--;Illction 'I'll'; "HCI;ion r'7:q\J\~I?IIII:'!nl:G ot onPJ'. ',.fill I';r:e,•. ~:·."ln 
dddj .. lOI'i.I! il'); i'~er to 8r'lCr:y (-or tnino'it:y~'.',!!\~:d [l.r;:~;-;. many of 
,.,;!lorn l1avv \);q),~'::'.1enCfod problema ::ai'3i(\g C"" 1.\:,"11 rOt" ofl-;:1oing 
bll"::i!l~st> \:"JnC'':l":15 in ).'~S8 capital.-inc.eo<.d,I;.,: indu::>t:·~0.s. 

E. /\';; :-'",'2\./ r.omp8t i.eo!"£ 3ce.k ;:'0 prov itiL COnSUI1h': l.: acct"'SS tc 
tln': '(.Jlr, tha abi! i.ty to overcome exiGting l' €:gulaco::y lJaL'r.'iers 'and' 
u:lpical former.inn issue::; will be critical. As a re6\.ll~, it is 
; n(pon:ant char. l:h>;: I(CC decision to auctiOl, l?CS 1 teEns'.::;; 
effectiveljr ;:(1dreseE:s the following goals rJE 'section :~q)9(jl of. 
::he 1993 Omn.i'tl1.13 Budget ~,e?oncil·iatiofl A<:l I.OB'P..AJ: 

},' .. Ser::tion 309 '(j) (3) (BJ -- °prornor. [~l ecol1of'!ll.C opportun-i ty 
"oct cQr:loetitibn a::d e.ngur[c) that. neVI a:i.d l(IHovative 
c.ec:hnologics at"e readily accessibi"e to t:h~ American people 
by c<voidiag excessive concel1t:cat.iO;1 of lJcensl:;.s and by 
dieseminacing licenses among a wide vari~ty of applic~nts. 
including $t'!)all businesses., rural tel~tJhone compaoies. and 
businc3s8s owned by members of oino:rit:y group$ and Momen." 

? Sec~ion 3~9(j) {4} (A) provi~S that to promote the' 
statute: Ii objective$:, the Commission shall "consider 
alternative payment. schedules: and methods of calculation; 
including lump sums 01" guarailteed instf'l:llment p.'lyments, with 
or without royalty payments. and r:ombinat.ions of such 

( 	 schedules and methods,~' 

J. Section J09(j} (4) {D} mandates thi'lt. che f'CC "e:15Ure that 
'small 	businesses, rural telephone compani:e5, a::1d bu~i.ncs$es 
owne9- by ll\6Hibers of tn+llority groups and women are givl?n the 
opporcu{l~t:{ to participate- in th!'!: provisior. of. spectrUfl'.-'· 
bas€:d services. 'I To achieve thi.s, goaL the statut::.: requires 
tl1e Commissiol':' to "consider the 'use at tax, cel-tificates, 
bidding preferences, ,ar.d other procedures." 

F. In,Order co ~ccoruplish the competitive bidding .goals of 
OSRA" the FCC adopted a Second Re.port ar:.d Order on March', B. 1994, 
which <::stablished: O,} general rulee and procedures and a broad 
meflU of compet.icive bidding methoda ~or 3uccionable services; ;and 
(Z} 'a menu of prefE!L"BnCeS for designated ~ntities--including 
3pE~ctrum set~asides'. 'installment payments I bidding preJ::en:nces 
and Lax c:erciiicates. The "upcoming decision On June 29,·1994' 
will establi.sll" FCC auction :r:ules for pes, a.od deter:mihe which 
combinac.ion of these preferences must be used co effectively 
eni:ance, che successful participation of minorities and ocher 
des ignac.ed entit. i.es: at: the pes auct ion. 
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;;10,',11 Il'_'·~':!::::'::~. r:.:.r',:1l (·r the -;,1 (;:'i1onal f'!,;,jOl" 'I'caciin':,.l !\r'i.:~l ::':1'A) 

'UO . .,:kl""I.!;' \.Jl.!l h:, :'.; :' ;.:" \J12 li':;cn:',,::\, each of the ",,)) ·Dd:.d..: T1.lding 
A:ce", lSTl\! Hil ~ h;n'~ I large: li,<;r:n;'1C and) ;;Hlc-,Ll L'i{>::;,ri;,i!,"",_ 

fL TIll''! \1!.·.·omiofj Jvne ?:J, 1:,;1'i' FCC dccl..;;Iio!l will OC!l'<.H·",;.n"'!: 
the (tX::0nc 1:0 '''':Iich mi.'1orit'l-ownl':d cOIT,pani~9 ha'</e a chane.::: 1:,.>' 

cornp0;'r.C?" ~;;~lccec:;~ul.lY for' rc~; licr;nr:e::; <:It the dl1ction. In oc'd'er 
:':0 Si.1f.isl:y t;u: S031!'.i ot on?.)., Secl~;on 3C9{j: 2:Hl the al"cicuic:l:cd 
£l0031,;1 of' the NTI. .:,:uction ;:uLes Pt"orr,ot..ing mino::-ir.y <i:nt'cy int(\ pes 
mw;:::. be ~Uecti'.re, and, (;ully Jl.ddrc:?s: 

1, Acee33 ;':0 c5.pical ba'rriers; 

:2. Underrepreeenc.)tion of tliinor'icy owned f.i.cmE;: in the 
ce,lecorr.municatlons indu":ilcry; 

3. Effective inccntive9 to!.', partnel"ing- wil.h minority 
companies in ord€~:r to "vel'ComE: the Significant: disparity 'L:) dl'8 
economic power of L:ll:gel.· telet.:ommunicat'.ions (':ompanies" 

Such disp.;1xities l.w.:lude capic.al investment in 
ir~frastructure, billi:J!ls of 'dolla.rs;.,in revenue, signifir:ant 
ca.e;hflow from ongoi:J9 busir:esses, p.~e of access t.o capital 
markets at 'fav..)'.cable terms, CU8tor(I!:~r "-billing and marketing 
arrangements, i!:",d Eamilia:dt.y with state, lO(';;.Jl and ::ede.;:al 
regulat(>ry compliance" 

( 

III. Economic power'ot'Potential Large PC8 ~roviders 

A, the COll1bineu. reveaue of the, P..B0t;:s', GTE. 'the three la~ge~ 
.i.1JterexchangF:"c!.1l'r.-iers [AT&T, t-tC,T and Sprint}, and Airtouch, is 
$195. 5 b~llio(}.: Combi:ted earni.ngs cOr.\p:r:ise $61~.9 billion; and 
cUr.\ulativt;! book:' value is, $Sl>,"! billion. ::hese companies empluy a 
cumulaciv~ i;otal of over'l million people, The ave:l;asc' cost of 
capital for' these large companies is approximately lOt; as 
opposed to :'5.S::' for mid-size companies like Allnet, Rochester 
Tele2hone, 'or SNET, a.nd ),0;; for start-up compa:1ies. 

B, As par~ .of ongoing operating expenses, large 
",inte:t:exchange carrierg, such'ae MCr, pay approximilt:ely $S billion 

,in lClcal access charge~ annually. Combined' local access revenues 
f<)'C interexchange r.a'(rier~ ~mount.3 to $30 billion annuall'y. 

C. The top ~O'local e;;'change carriers ro.nk..d I.;y a 1992 USTA 
~i.:;t, have o",:er $1.00 million in annual oPerat.ing revenue", The . 
local exchange carrl~rs represent a cumulative total, of 
approximately 145 mj,llion access lines. 

,, 
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" Tlpi,;'.' !di :.(~;~ cr';;lj'hJI,"· Ill'/'';SI. ~:"·''1'1r.:1L i:urH.-';L"~~d <n.J Lj(;)l! Lo 
Oil" i, i. ! ,;,\! :1:1[,.':),;" ~ll1:>,.,Jl\· :,Z,.l l;y..;r'loe l'\;(.:i;- -iCC\,-,"-}:C 

( 

~. C:(~lluLar :-:r,Jlrlp,,;,I(;:~!-;';'lV(,; "Ii.'p'IOX~tlL~l:.CJy :::l.il~!.2 i)i,lJ:lutl in 

J.111'ULl i l. •.'vern:,::s, ,','ld ~;':iJ-1.2 bi 1,1 i011 in (.'')piL<ll "f1 H ',·,:H,:m(;llt. 

t" [r, .·,dd~L;,,'n tc th,,:~~('; CDI1lp",nie:-., cub~.~' r:O!Hr',l.ni'.!~.:, ut:i.lity 
C(l(lIPd rliG~, P:'l9 Lny ';ompi:.r, i ~~~ , . 1,'.'11.1 iprr,en t :r.amu;cc t u rc; J dtnd corr:PUI:e:t: 

drnpard.e£" atria Hrr~ lik'2 .. y \',() inv<2ct: i'n :PCS'. C,~:nuL,l.t.lv(;;;,1y, ,r::::'..E:Be 
cumpaniE!r.: repn~s~n;: billion;; OL dolLJ.rs 1.1) additio"al n~venut:. 

IV _ What Large Providera are likely to Bid fo(" pes 

A. !p.cetJ.tiyeu tor High Bidding include: 

~. Avoiding A.cceS!) Charges 

,rnterexchange carrier effOl:to to reduce their Mtnual $30 
bill ion cumulative charges. for local aCCess from] qc;l exchange 
carri(1r$~. The interexchange car-riel'S will have: j.ncentive5 to bid 
for pes to reduce their, loc.:tl loop access charge.9 as a ft::-;:cd 
oper-acing co::>t, and generate: r..cw ·$ou~~e.s of r~venue. Thus, the 
vfllue of pes spectrum to incel'exchanqe ca:r."l:'i.erg as a 30cal .loop 
i'llternative could be,conside:r.ably high~' qivf;!n their'dp.sire to 
lower thi's the fixed expense o( loc~l acc:e;;$ charges. 

( 
2 •.Building on. Existing Infrab~ructu~e 

Local -ey.change·carri~rB. cable operators, CAPB. cellular 
carriers, wireless ESMR providers. and othe.:r entiti'ee with 
,in'.lcsted capital in comlhunicacions networks ·..ri,ll seek to leverage 
th:!se facilities to eut.er. neW C(;n$u'mer markf;!t:s, or enhance '. 
cX:Lscing s,e~-vices. 

3. T4king ~d~ancage of E~is~ins C~shflow 

Gl!:nerat Lng auction inve.str:l.ent; revenues f ro~ ongoing 
cat;hflov.rs alluws large c(,wpanies to set own terms for repa'yment 
and rcquir."ed ret.urn on investment in initial. years, f'urther, 
ongoing ope-cations can subsidize init,ial loo!Hl!s f:com· pes 
investments until markets develop, ­

4. COB t is not an issue 

Fo,t' large ·existing telecorr,munic<ltions and ....,'ireless service 
pre,viders; Cost of spectrum acquiSition may nqt be. ~igT1ificant 
'relative to valuation of new opportunit·i.~s to reduced existing 

4 
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!::"i'~rJ Ctg:l,,': "F"' (!T;" ',1" \'''''\'1 l!\",.·k"·:l:~: ·"c'L!.:l) enll;JnC".:"f:'rl·:·'~ 1..;0 :.';~:it11;,ing' 
j; Il,f. I~~):~t nH:""'.\) :'<"; 

D. !~(Hl(liht.~ t.:or;t:; ot pes Licc.nl':':+ Hid :lnd tkt:wol';'"k, 
t :0" 	s 1', J':'ll'.'!: ion 

bull.dOL.:.l: 

.J., fJCS J.ice!1:se bidding v;;.luiicione by l.:l::ge· 'companies will 
V;:I.c'Y, r,:ependlng 'on th':ai.( r:r: (',:'(tegic intcJ:c$t.. pes li,?ense vil.lw:!::;i 
c.,;,ul(l ret\ch .betwf:!€:n SHH'l-}00 million dollars in cer t,<:1 in· k~:r 
IIU"'r.·"'/?;ts for large: player:-B. 

3" , Agai,-Osc thia backdrop, new entrants, particularly 
mi.nority-owne:d com'panieG and small bUGiness<:l!o, must receive 
'auction preferencec ""hi~h ....il1 acoount for the following factors 
in o~der co effectively address the advantages a.nd headata:r,i: of 
In.rgoc ontities: 

". 
Lever'age from existing b\lSinec:J l.-e:venl.;les i1.nd :::as~flow. 

b. 	Leverage from e~:isting infra::;t!."Ucture' pldnt invesCm*:nL 
c. 	 l\ccec:;:; to capital marketz and financial terms, 
d. 	Ability to set own t.el:m6 for payout. yt!riod. 
e. 	Strat.egies t.o offset ongoin.g {ix~' custs (e.g. local 

aCC~S9 charges] or enter new mc'l1:k~ts (c. g, - cOlHp.ut.er companieg. 
c\lble companies; 0); CA?:3} " 

t. 	Niche service poz::;ibilicies. 
g. 	Wide-area service alternaLive tQ cel1ula:c_ 

( 	 h. Effective 'incentives for large company ir.v~$tment or 
partnering with :ninol'it.y-uwned companies. 

v. Policy· Tools for Minority-?wned ~ompaniea 

Ra~ge of options h'om mosc e:ffecLj ve to least Bffective, 

A. Set-aside for minorities 

1:. Mas'.:. t:!ffective for le:veli!1g the playing field nnd' 
pr()moting Vax·t icipa,:ion by III i nor.i ty-own-ad c(')m~aniee: under OrlAA 
se'?t.ion 	309 (j 1, 

2. Because of ince.t"operabilicy pf ~:::s licensc8cheme 
E:::3t:ablished by June 9. 1:194. dr:!cision;' 'such a eet-<::lside would 
att::r:at;t' invest:ment cap'i.t.al' for minorit.y-owned pes comp3.nii::e by 
lar:gt: entities v:ho wOHld cith-er seek to enter th03(;'! markete with 
$ynt:!.J:'yy st.l:acegi-e:s or get invol"ved' i.n 'new service::;;. . 

.3, Elimif,1atE!s va,ciictbles introduce:d by large player market 
power, including' ,reVettucs. cashflows. _eXist.ing infrastructure. 
subsidies, and e,;sicr access to capit"l., 

5 

http:cap'i.t.al
http:cOlHp.ut.er


(, . 

( 

\ 

II 1",~~l:ll,' is/;IIIc!:-; 1.-u,isl.:d by I:a::': i1::rl rr,'::n.-k-I- :h.l,-:,·"I I'T:':I"~"""!\(;,:::~ 
c:,n be ,-":kl)·,-",:,,,:d. 

J. l.;rr:'~c\,;vl~ '''·l,n)l1Il1l".ing l,,j'I"I.C,'p;'I.i.OI' ~YI bU:31flr,:-s!,.-·-.::s oth,=r 
(:,1"'1" l~n.J';~',;l· [.'l,~y,·,:n.; (l(I!-j p.r:-r.'v;,d.i"~:l ('flP('r(:'lnil:~''!:J [01' I.::hc t.:t1:';]"est 
pJ,JY0rs I.Q r~(rl:n~r wittl sm~J,l~r ~r!0lci~8, lnclLlding minorit), ­
I')"/f\~d bll~Jincs.9C9. 

2. Utilizing a SlOO million revenue eligibilicy limi~. 
w(luld allow ~xisting Tier II and. Tier III local '?>:r::h.:J,nge l:~n ril:!cs 
and mid-size interexchange carriers to particip'ar.p. ,j n I;-'c.s 
pl:ocess, 

J. Providing significant bidding credj.ts co minority rSO­
Gel'};-} , womf;'.n [.)O-40~1, and smalJ. hUS),ne6SeF.l [~5-30%]\oJithin' thie 
block woulq h8lp overcome' thl3 le.verCl.ge. of existing 
irifrastructures.owned by Tier ~I and Tiei III LEC~. 

4. Reduces the number of. v~riableG a~d ;:J.dvllntage.3 

largeGt companieG can bring to pes auct~on proce~.3. 


S. Commi33ion cngugcd in effort .of this nature when it 
'licensed 	ccllulllr 3erviccs, ar,td deci,ica.ted one license per market 
to wireline telephone- companies, ,anti one license per market to 
non-wireline, new entrants, Thus, c'lassificati.on of block to 
promote new entranc competition along economic lines i:3 not a 
suspect classification. Significant biddinq ctOedi'ts fOL" 

minoriti.es within such a revenue limit test' could offset sOI'Ue or 
the ·adva.ntages of larqer eompanic3 withi11 thi~ block. Fu:r:'ther, 
1.'"1.:. l.-a 1 , t;.c.lephonc companies would have enhallced t.:d.pCl.lJ.iliL:ies to 
ccompcte foI:' and win pes license's under such d. scheme.. . Finally, ' 
lal:"gcl.- companie.s would have .in.centives to y'ar:Ltl.t::L· with designated 
ci-~tities, where they are excluded by thE: l:eyellue .limit, . 

c. 'Bidding Credits Only 

To offset the advantages o[ Lhe largest, po'Cem::ial. pcs 
~c'mpetit01'9,. a raw bidding ·cL'edlL.u[ 50-7o.~,j would likely b~ 
I.'€quir:ed_ HoweveL', such a bidding credit ,would l'10t addre:as r,h~ 
V1iL·.LUUS ir'Lceutives that. la'rger companies have co. make. S'Ubsl.i':ITIt",; ~1 
~.Lc3.l::i in,ordE!.1:" to acquire 'PCS spectrum. Bidding' credits 'l~::'$ tb~TI 
this amount, may Ot- may not be affecc.ive in acc.l.'act.it"lg l<':lrge . 
ccmpClny investme'nt, unless the size of bidding crl2dit. !;'!rrec,:t:i.vely 
offsets a fix.sd cost (Le, a signi.fical1t. p.ercen.t .of PCS buj.ldolJ.t 
n::quirements, I 

Do Installment Payments and Partit.ioning 
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Of ;'OH,C ;":1' :,'11 1;;.,1 <loll i:tf..:Ly 1.:0 oE(:J.' . dff/ .'Hi".,·JilLdq0" of 
l::\r.'g~t: ,~·,.Hnpani'~a· ",:i,_, C:.U1 (. <-",'Jll(:': p(:s j l.c:~'\: ,I ;H>Ti i::: :. i ,"In 1:1:<""Jm 
l~J.·';fc.: <.:,>:)il[l~.,.' c,.:;.<,_'t '<l;i, 

( 

( 


O:ll.y eff(~r:.r.)';,; ,,)r: r.he. r.i:11e inici.:ll. inv';::;:_Ol>, r"":':.;v,;, .:\ 

c~)pit:al gain fn'Jon 91-(')''''t;, of PC:S l.iC~\:5Q.8. ;:;"<:'::1: L:v('; r_'~:' 

co~pE:t.it:i.on fo!" E:';C1HC! ..... i;:<::1c$9 markets, thi:~ I,Pl", ",1.l j not 
likely' ('1nhance. IllLnrll'ity'-r::n:.:xy UfHi:d by i::s(!l ~. tTI.cnmbination 

.w1th a sti:l:-aside or {:::t!:ciprenp.H.r block tool. however, ch.ls tool 
could be of s,->m.:,; bt:!r';et il [QL' pa!.·I·_r\l~ri.t"ig llt:r.1nsem""nt';. 
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H( u'n, /\ g'a; fI 
AI)!.!'II ;. I""'''''' cfOl!tlren ;"':,\Y ... 0':, ,; 

'" ,.", '""r.' ,~U(\, ~ "'e:<,\i;_" 1'm:.C;!.I.'''': 
\ :,j(Xlt::. The ~,!q :H:l.j,'n(V of lI"::;~ $dINI: 

..'". --- ,._.,.. 

Evangelical Schools ~;H:mt ll? ill 11<: j4';\110 ),C.'It\, t(lll~e ~',n', 
"'!c\;.Spr~c ·...'(Ci~1c!'l irol1' !lot: \;<J\llivReinvent Themsciv(,:s :;doOCl sys!clU l,;m:c J.h~ erMrttfl(;e (>1 
Rt).jI'\'" ('"",I1.",l,r <;('\,(<,1<; ~ 00::0' J(Y :leo. 

aut while enrollment It C;t(t'.tllt(ByStressing I\cad::rru~ ~Ch{lO\$ In re(cn t d«l!d~ plOJnmtloJ. - 1.0, 
4bOll\ 1.1, mlHlO(1 IJXlll.J (l'-'I" i;W..! ~.ti 
minion In i~ - <,:vangeUca{ ~I~YCShaking orf Bigoted Past, 
s.i"t:(\ ~oPi-~il"'- A\!htl\Igi'! (JI@ir Ilum~ . 
peate<! II decade at'Q. er.n;(!w...f\! !):,1!XMany Woo Minorities, 
l(ain Is dimbll!g • .!l an estimal..ed 10't> t 
Y~3r>' .St:mj Gcdds to Ivy League 
Jj.astiQIlS Qf Intolcra.oce 

M1ay parents Gefld tbetr stuGeDCI ~Q
'Sin Cities'and Spanking> Christian~ beeau:setncyoffuBiMc­

hsOKl cum.::.u~ 'Illlo'" 1'f'\\)'¥Ir -.nil preach 
t:(lI\suva,livt nInes $@ as $UIW abSu, 
neno::. Historic.illy, acaAemla. wasn't U1cic 
~ln!ngtll. t"Or y~, most ui It,lV. lo(lIVVl$ 

were all-white. f{lullded first aM foretnOS! 
to,,~ court.Qf't1,...-,..d !C:~t'icrt.Critics 
Il%.~ 1Ott: lamllaSkd them as. ba<:kWlI'd 
blSUOns of illlok(a1l;C:f!. , 

. But ttre cntta' rttetGrle tgnQrtS me 
Cl'Irlsti:ut 'schoQ@;: own f:volutl\)n. 
PT-?mplbd. by ~tian t« $Wdll(lts­
and ~ {rom put:tt1 - many" havt ' I 

. tciJI~'ented thet!lselves. vutti.D: a new Wl' 
pOOis 00 aca.dcmt<:$. Now ~ are me 
dtoice (If A ~ing nomber of IarniUt':$ 
(rv,ifuted with 11 pubiI<X'choQl 'Yrtom th1t 
~mte« tails... 

"When people rome (o-QUt' $ChOOL what 
is Often motivatl.tlg lhem is they'ftllooldng 
'rorLnexO!llMlacademk~:' S1)11, 
K<:fU,,::th ~~---tu ~r the DeUl­
W'An: County-Christian ScJ:t.o(II in NewtUwu 
Square. Pa.. wt\et'C ~ years agv 1i)'f. of 
the SO-member gTaduatinC d.ass IVett: Na' 
liCM.! Mtrit Fir.alists. \"S, ~ than 196 o{ 
~l ad...atiut; seu~'$ r.atioa~ ~t 
J)ett18.l1'1! graduates were aGCtpte<l: i."U£I'r-I:!: I"~ against public Khooir 
Pril'lCclan. Yale.. {)artqtouth. jQtll'S Hop­
nos: and tte Oru1'en;ityfJC pe:msylMa..PA,clrOFAsaUES 

MioorllY recruitment #1 llWlt 0( the 
-sc\1;OOlS lS rtstn:" as welL ~ 'Irlli1c­

: !tight Academies $till e.x1st. but ~ 
(:f't ~tial1.t¢ ttat 1S't. d Ouistian ~ 
Wd.ty U'I!: (n~d'lll. Moreo~. all-bW:t 
d.ty scitOO!s rep.~ ooe of tttt f:utes(­
&rolrittg ~ts 0( tne ~ cdlJ(!!l­
tion ~tnt. More (han 200 0{ ttIe$>e 
:;cltMb; vohldl. V'U')' (rom ~t~­
tiqus to rrltaWitJt.tn1 public'$Cbwt builtj. 
ing-s:. bavt.1\U"l"tfld up in u;1J;W areaS­
Utt'otJtboU( ~ iadWlng- 1..0$ t\.nfC"' 
1('$. PWtaUclprua ~Balti~ 

CLASS R.EVOLU~!ON­



'f'" 'l'vO; City'~ '" '. "'Jl~ I, ')1 ',"t.~",;, ,W.,rt'. 
",n ~I\ hOl.lr'~ rl ,.',' ' 
"jt CI:ll; 1 1>((1.; litiot:." ~.1Y', 1'1,,,, 

Ktpl;;Ul, ....-t.(f /0, 0,;1'\', y,'.F" '1Il!" 1mu;, 
;N- k.\ I..::, .,u 'r~"': ",hJ :-<>11 11-",1::, - or..: M I­
unly (WI) while: SH,knls in Hte 5<1:001­
c.acl.l day (tVI' M<.'Ilr1j~. N. Y" :(hQ!I\ .llj 

mInutes &\(4)'_ Hut Ms, Kapl.tn::.ays it is 
vror1!! it.. "lli(e liB.' qU<l!ity {II (he: :",:.'10.1., 
the fX.r.:iOn...I .u«l In-L ...;.;uAJ d I o;<!ti"'t U'C1 
f:i,ve lo the chiJdreu:' 

A( rho: dJU<ire<l :>ro'fIJ on4 nlt\>nt m<>fn· 

inc. aCb gets a. rlt$.l,mnli gr\'etint and II. 


~~~~:~~~~~!;1~ 
cM10n Lidt.. "Hi, JQ:m.tha.n. c.otitta(wt~ 

ftc.m;. ~ IfUYr ~ ~ to i rtud41'1t 

sporting a ribbon 00 tUs m;uwn-and-tn,Y 

sdtoof un\!QfltI (a soow hr:: aude: the MOor 


-"'.. 
l'r.lyot> ..d P<ndls 

1JQWIt.& ~m c:ti'P;;(W h.tu. in Mi· 
cltel¢ O'fUbertl's l'irS('Vou!e class. the
w_dtikJt'to. ~n ttted::tyby :;M.;pc!"\I~ 
tbeir penei1s and rn:ctiult{ hOW to tell 
time.. TbenSa'rior Kn~t. c.ge sir., wan:s III 
Ute f(QQt. While the ~ lXlt'ils bow th-dr 
he3ds. $hi; ~tes a praytr She wro(~ "{ 
pr.ay ~~t:~ th¢ world. h«1t'th" 
~ &Il4 be"~" it bq'in:i: ' 

Next.. the Gtba's' rise and join l:tcr. 
~ and £logiC\( two spirituals.. Uext 

'{ ~ ttI¢ Otristia.n Pledt'e 0( AD"eci~ 
f ~&U~a: tv t!tc; 6iM~ Cod'" 
-••• <!I....-.! •• •"1. _" by tile rcgutru­
~ Rlute 1M a dass red~ Q{ a: PQWl 
that was.m.ttm by Mr. Utt~·s wl(~ 
Sa.r.lb:.. who saves as a:rp.a$1or; 

• *. 'I.k~W:rK wdrilgl: th(:yw'llk 
ii ~&m~ [MIx tJv.ntindojO'lrl$l­
<11d dnsa$ roill ~du!i mil b;ui.,<, 
.«.I~tM!C«J. ~~for 

o;nd ~my gp«:ibl1MfL Un1i1. W d4y { 
~.2Itt SWU!tltb:g {rx"1d:ldz III lOOit. 

_ "i~ nnoull$ bif,.,., "(\...votinn..:" .-:nd 
and a Udl day 0{ .tC1demks begins... 1"he 
dtiJdrro.n P'U'b thclr ctWrS in a cird~ tOO 
UJ:lt'! tu'tl:lS ~ 0Ul iOI.J1 "'Oru1o't1((S
Wfb.- a. 000k usua.Ily road by <.tkkr stJ,t., 
~'WWIout~, iliey ~ ~w.-.
Pat R!lq".:J I'1.II.ce 
-wbati.t~'rMa. O'Flwen:}' 

... :at ~ point. "Ji"'n;~ is; lb. 
tDdual t"CZUlI 0{ 31:\ltlYS tryit¢ (0 do 
be:tt.e.t'." tfJqt .!'qlty in ~. quoting" 
.t.tinoe £beT11l~~ fconia boo'£by 
1ta.ticxW~.~ ro&::b?4t 
"",,". 

_ o·1'till<rty ""'" Ulfte = 
tQ(;frinc ~ New Yoc1t: cq- pWllic ~ 
:d.oJts tNt. (cd U{J with tI:ot:! ~. 
ame' b I...oVf! ~~ lOur 
~~ Now We" O::u:i~ WHilM pllJ' 
:r '~1POl'(: fm:dt.m1. $b(o: I:lf$ - ~ 
a. .-c ~ til ~ a s.xulM .c«rri<:­
tt.Itw Qor(r a Chrlstia.c. Olte.. 

~""_' '~:'I"~',lU~- !.,,,,,', I"" ';"':'; ,n,: 
"";,,, ' ... ". "('. It,' I;' ;,,,"1""': '" 1],0'" 

.),,1.,' hI""",:"" "".)"".,.1' ""!.""",,,,,~~ 
'" .... 01 '.. ,,, ~<IoV''I1 _,Il,:;,,;umc -,;" Y " y,' ~1 ,': 
!:,.': I'n~~" "11 1 ',11: ;, i',j,UIl ,lill :. 
"·,,i,;,,·,,~c:, 1I.t 1''''0.;,,1 tim:} <)"lIt'; :,1:1; 

~r!i, "'TLey ,10[1 I lq v,. 0;.<1 ',(lll.! 01 H>''l,''· 

.'1,": it! I,.;,: ,'-.lI>(,/; ~(Jj{)("::;,"'-
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I. 1\ls, Felicia Kcxs:cl 
Cons:u!l;\.!1\ with Corning, Inc. & 
COIUl:\bia, MD 

NAACP 

silt; 'serves. 3.$ a public affairs consultant for Corning a~d :;cvcr;tl non-profit 
~)fganiz.ations, Her main task Wilh Corning is to crC<ilc undcfstand:'lblc literature about 
the new technology for community-based organizations. 

2. 'Ms. Nellie 111omlon 
National Plcsident 
Jack and jill 
Me Vernon, NY 

This is a national socia! organization for African-American chiidren between the ageS . 
6 and 15: Ms. Thornton is also al)!lementary school principal: 

3. Dr. Constance Sims 
Director of Telecommunications' 
Love Christian Academy 
Nanuet. New York 

( 

4. 

(See attached Wall Street Journal article.) 

Mr. Scott Mills 
Vice President 
Lehman Brothers 
Washington, OC 

5. Mr. William Todd 
Director, External Affairs 
Bell Atlantic 

_Arlington,' Yirginia 

"He interested is forgi.1g opportunities for partnership betwecn African American 
busir.ess,es ar:d corporate America', 

6. Mayor Wilber D. Minter, Sr. (Mayor Pro-Tem of Oak Ridge, TN) 
President 
National Black Caucus of Local. Elected Officials 
Oak Ridge, TN 

(. 
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1. 	 Mr. M;lIiiu T;ly]i)f 

Staff OiJ\;cr'p( 


Nationa! Black C:'I!\:Hs-of L~lCal 'Eh.:cu;d On1t:i;ds 

Wa;;hingtoll. DC 


8. 	 Mr. Ralph SVCfC;l 


Paul, Hastings, J;wosfsky & Walker 

Washing~(}n, DC 


9. 	 Mr. Atan Bowser 

Executive Vice President -of Operations. 

United Negro College Fund (UNCF) 


The 'UNCf is instaJling a new technology center, through the eff!:'rts of IBM. that will 
link the headquarters and their 41-member private black colleges. . 	 .' 

10. 	 Or. Roy L. Beasley 
Director" 
Academic Computer Services 

Howard University 


Howard univer~ity rexntly r~eived money:ftom' DOD, t~ put in a new lCChnolog; 
system at th~ yniversity. They will link up with a local high school to provide­
sateltite information. . 	 . ' 

( 



, 

."1 •• "\ 

* * 
 THE VICE PRESIDENT 

WA$HrNGrON* * 
July 20, 1994 

The Honorable Marta Cantwell 
House of Repres~ntatives 
Washing,on, D.C:. 20515 

)/!.1 "",..;'...'" 
Dear~ve ~ltwen; 

r write today to express my sincere appreciation of your efforts to move the national 
debate forward on the issue of information security and export controls. I share your strong 
conviction for the need to develop a comprehensive policy regarding encryption. incorporating 
an export policy that does not disadvantage American software companies in wotld markets 
while preserving o~r law enforcement and national security . goals. 

As you know, the Administration disagrees with you on the extent to which existing 
controls are harming U.S, industry in the short run and the extent to which their immediate 
relaxation would affect national. security, For that reason we bave supported a five-month 
Presidential study, In conducting this study. ['want to assur~ you that the Administration will 
use the best available resources of the federal government. This will include the active 
participation of the National 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 hHl. with the second 
study to be completed within one year after the completion of the first I want to personally 
assure you that we will reassess our existing export controls based on the results of these 
studies, Moreover, aU programs w;th encryption tnat can be exported today will continue 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 fearures in their p~ograms 
in order to maintain their admirable international competitiveness. We can achieve this by 
entering into a new phase of cooperation among government, industry representatives and 
privacy advoclltes with a goa~ of trying to develop a key escrow encryption system that \vill 
provide strong encryption, be acteptable to compute'r users worldwide. and address our 
national security needs as well. 



,. .. 
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Key escrow encryption offers a vel)' effective Way :0 accomplish our mutual goaf~. 
That is: why the Administration adopted the key escrow encryption standard in the "Clipper 
Chip" to provide very secure encryption for telephone commul1lcations while preserving the 
ability for law enforcement and national security, But the Clipper Chip is an approveu 
federal standard for telephdne communications and not for computer networks and video 
networks. For that reason, we are working with industty to investigate other technologies for 
those applications. 

The Administration understands the concerns that industry has regarding the ClipfJer 
Chip. We welc?me the oppoTtlmity to work ~th industry to design a more versatiie. les!> 
expensive systeuk Such a key escrow system would be implementable in software, firmware, 
hardware, or any combination thereof, would not rely upon a dassified algorithm, would be 
voluntary. and would be exportable. While there are many severe challenges to developing 
such a :;ystem, we are committed to a diiigent effort with industry and academia to create 
such a t:ystem. We welcome your offer to assist us in furthering this effort 

We also want to assure users of key escrow encryption products that they will not be 
subject to unauthorized etecnonic surveillance. As we have done with the Clipper Chip. 
future key escrow systems must contain safeguards to provide for key disclosure only unrter 
legal authorization and should have audit 'procedures to ensure the integrity of the system. 
Escrow holders should be strictly Hable for releasing keys without legal authorization. 

We also recognize that a new key escrow encryption system must 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 (or their 
own products, Having a number of escrow agents would give individuals and businesses 
more choices and flexibility in meeting 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 ~l easy task, but I 
think that our approach offers the best opportunity to strike an appropriate balance. {am 
looking forward to working \\1th you and others who share our interest in developing a 
comprehensive national policy.on encryption. I am convinced that our cooperative endeavors 
will open new creative solutions to this critical problem. 

Slf' 
Ai Gore 

AG/gc, 

Representative Ronala Ocllumsbec; Representative Lee Hamilton 
Representative Floyd SpenceRepresentative Dan Glickman 
Representative Sam GejdensonRepresentative Benjamin Gilman 
Representative 'l'oby ROth Representative Larry Combest 

http:policy.on


TilE WIIITE 1I0USE 

o.'FICE OF TilE VICE PRESIIlENT 


FOR IMMEDIATE RELEASE CONTACT: 202·456·7035 
THURSDAY, Octobor 20,1994 

VICE PRESIDENT UNVEILS FIRST INTERACTIVE CITIZENS'IIANDBOOK 

Internet Service on White House, Administration Provides 


Multimedia Electronic Information 


WASHINGTON ~~ In an effort to make government information more readily 
accessible t.o citizens across the country. Vice President Gore, joined by Associate Director 
for Techology in the Office of Science and Technology Policy. Lionel S. (Skip) 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~level and mdependent agencies, and information about the First Family and the White 
House, 

"This firSH)f-its-kind program is an electronic roadmap to the federal government ~- a 
place on the information superhigh"vay where people can get needed information about 
government services and where they can provide immediate feedback to the President, ~ Vice 
President Gore said. 

"Welcome to the White House: An Interactive Citizens' Handbook" provides fi sUigle 
point of access to all electronic government information on the Internet. a. vast electronic 
computer network used by people in more tban 150 countries. Examples of accessible 
material demonstrated at todny's event include information about the President and Vice 
President and their families, a virtual tour of the White House. detailed information about 
Gahinet-Ievcl and independent agencies, a subject-searchable index of federal information. and 
a map of Washington, D,C. 

By using free software such as Mosaic, developed by the National Center for 
Supercomputing Applications, a person can access this information through a multimedia 
mterface which includes photographs, audio, and "hotlinks" in the text that take the user to 
related areas of interest 11 also is accessible by individuals who are hearing or sight-impaired 
through the use of Lynx, special software developed by the University of Kansas. For those 
individuals without a computer, the Inform.at:on will be acc<.;ssible througb public libraries, 
designated husiness~s. non-profit organiza!!olls, ~yhools. universities, and ~use.ums:. . . 

lJIe servic~ promotes i~teraction and parti\?ipation between citize:ns and their feaeral 
government It is part 6f President Clinton and Vice President Gore's vision to create a 

, . National Inform arion· Infrastructure ~- a seamless web of commu·nications networks that will 
forever change the way ·we live, learn, work and commumcate with eath other. 

"Welcome to the White House" can be accessed at: http://www.whitehouse.go\, 

http:http://www.whitehouse.go
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I~JC .l:ll1U!~itlgtoll i!!imcG • 

]nfo highway leads 
toPennsylvania Ave. 

:White House open for Internet tour 

H =W" 
L'?' anOwerffi>ol~_ 

Vice President AI Gore discusses the wondels 01 Inft government 
'nllormatlon available· with the click 01 a mouse via Ihe . .... 

cnlls "the first HHltractive citizens' The electronic address for "Wel· 
handbook." come to Ihe White House" IS imp.! 
~k Gore was parllt:u!arly im· !www,whitehoustl.gov. 

pressed hy the 0PJwrtullilies made ;\Ir. Gore said the se.rvkc will 11", 
t\v311ahlc by the SmaJl Busine&s aCl;essibie even tQ Ihos(~ who do no\ 
r\dministnllmn ..• II's like havinu own Cflmputl~rs bec.·1USl! II i;;. bdnl~ 
an SBA n~glOll1l1 offlCt: lin yonI' made ,w<liJab!c to lihraries Bud 
dt~~;kt{)p." he .S<lid. schoub'mti, in the n(!xi f<:w Y('-;Irs. 

A press releaM: ~ntd I\m,;ncans thtuugh 12,0f.l0' computer kjo~k~ ;,\ 
;::tm "~aart ;md (inann' ,I small posl office~. 
husinc$s" hy dH::king on .he ;iBNs Lionel Jotut~, ,)$$Ocinlc diro:c\lll" 
i1Illlleyhnll. kou. of the '>-'{htle t louse OffiCe f.f 'Ib.;h· 

The '-ho.odbook" HSoJS II service ,o"olog)', smd he does nOI kll~)'1." how 
called the World Wide Web. It ;::&ll .nJuch tht! service costs. hUI he <.;;; •. 
he aCl:csseu throHgh ·sortwar.:· pec.!s it "to S!!Vc money. llUI \;<ll>t 
slich ;j~~ !\!o",J\(;_ which is distrib·. moncy." ill p.ut hy n:dlH::ing the 
ured fn.;e bv the N;!llunai Centt!r' nmub!:!' of pet/ph,; ,,"'Iw mtll>\ ..m· 
["r S\lp<:!Tn;npul111t.: i\ppli(1)tioflS. SWCf the gpn'rnmcnl"s phones. 

Oy Greg PIerce 
Tm: _~(jl0~ "Mf:;'; 

The ClinlOlt administration yes­
terday celebrated the govern­
m<lOt's new niche on the Intenlet, 
even introducing artist Peter Max 
to explain a p3inling toot adorns 
the prugrcs.,,> report on the "Na­
tional lnfunnation Infrastruc­
ture," 
. The omnge circle:> in a blue sky 

: are illHellitcs connected to other 
, .')4Ilcllites Jnd tn the ground, Mr. 
, Max said, explaining the Internet 
: cummunicalioJ\ process. 
· The lesson in mOtJern art and 
, technology was meam to supph:~ 
: men! il computer lour of the while 
: ftom;:,~an(1Clbinet i'1~enciesfed by 
, Vice PrcsiJl:nt AI Gore. Myriad 
: govt!rnmem documents, pictures 

: and sounds ;.w"its those with the 

· right 50f('.v~lrc tlllU Internet 

: nccess Tht: govenlnl<:lll syStcl!' 

, went on lhw yesterday. 

: ·'This Is;m cxcitinH dar lOt me." 

: :,lr, Cnr.~ ,.;,;<.1 TI", pr{)jcct will 

· bring "'the elllirf': f"..Jernl [{OVenl< 

: mCI1I HI youI' d<:s~uop {;nmpolCr," 


Heponer:. Wl!re <Il1o¥.."Cd .. link 
: hiHH.ls·on c,tferit:net.' utter Mr. 
: Gore's'demllllsl:ra('ion before the 
: metha :lnd ;'gency officials in <lIt 

,auditorium :'l.th<: Old Executi"'I~ 
: OIfiCc Hlllldilig. 
, Cmnpuwr tlSlfl'S wi;1I a yell W 
, find "lIt ow; ,: about the prcsident 

;lml his kin am place the cursor on 
il box enlled "Family Life at the 
White HQllse." With II click of the 
mouse, this informalIon comes up 
on the screen: 

"10 relal(, President Clinton 
plays the S3xopooneand. occasion­
ally, a round of golf." Color pic­
tures show the president making 
music and hacking at a golf bait 

l11c tour goes on: "He likes 10 
play with the family en!, Socks, as 
weU as I:!njoying otht:r leisure a(:· 
tivilies, such as horseback riding, 
bike riding and Wating." There is 
u color picture of Socks on the 
president's shoulder. 

There is even a box marked 
-Prcsidenl'.$ Welcome Mess.oge" 
Click (he mouse and }'QU hear Mr. 
Clinton $'lying, "Welcome to the 
\Vhite House:' and, OIl the end, re­
minding users, ·'Please dotl'! for· 
get to sign Ine guest book." 

Anmher box allows the user t() 

s'lgn the nl1t~SI book .md n~-gisler 
comments. Click 'IIlOlher box to 
h<:1!r from Mr: GOl'e. 

The ,-;y:;lCm hilS more lierlOUS 
tlse~, as Me Gore ~mphi}:;'J1,cd" Us­
vrs can ulil "P g:G~",rnhleul job 
listings Hl> well il5 Information 
:Jbout federal retiremcot benefits, 
veterans henefi!s, farm loans, di­
Sil$tcr nitl, Medh'ufc' ;Ind a host of 
nlhcr j;ovcrnmenl pnlgrams, 

I\a.;h Cabinet .lgtncy hus u 
"i);!I~c" III whnl Ihe Whilt! Ilo\l~e 

http:12,0f.l0
http:www,whitehoustl.gov
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MEMORANDUM FOR THE VICE PRESIDENT 

FROM: 	 MICHAEL GiLL 
JIM KOHLENBERGFJ<. 

SUBJECT 	 ONe AND 'Il3CHNOLOGY 

Your meeting with Senator Dodd today is an opportunity to highlight the criticallreed 
[or embedding u:chnology throughout the DNC opcraIions. Dodd and Fowler ilotldlllV<:-srud 
that technology is a lop priority at the ONe. We have concerns, however, that there is a need 
lor marc struclured approach IOward technology and more coordination between the ON~ ro­
el""l, state parties, the coovcntion and the White 1·louse. Additionally, we want 10 ensure that 
Vice Presidential; stalf arc involved in the decisiorunaking process. 

DNCMOO1NG 
Ton)' Wilson. Jim Kohlenbcrger and 1 have met \\itll Dick Bell and others at the DNC 
to discuss the current state of technology at the ONC and what needs to be done in 
ordertli be prepared for the next 19 months. 'Ibe meeting went very well ahd the 
group agro:;d the DNC needed the following: 

1) a good PLAN: 

2) Sumcicnt FUNDING. (you were mcntiol1c'(\ cc, a pm;siblc rainmaker) 

3) an EMI'OWERED to::hnology d""ision maker (thc group suggested 


Dick Bell from the DNC.) 
4) to ensure FEe complumre. (COljJOrate donations, ele.) 

QIAnLiE RasE MF..EIING 
Rep. Rose W;IS asked by Chm. Fowler to help gel the Web l'ageStt up at ~le DNC. 
R"I'. Rose called me and requested a meeting. I chl'ckcd wiul Leg. Affairs tmd . 
Domestic I'oli<.>, and they thought it was a good idea.. I met wiu. Rcl': Rose and told 
him of the mCC1inglhadirt the DNC and'cxplained to him our goals of a PLAt"; .' 
FUNDING, EMPOWERING ATECHNGLOGY LEADER and ENSURING FEe 
COMi)UAj\lCE. I'offered to help him in any way and told him wc.=..\1Cf)' . 
interested and enthusiastic about building a solid infrastnJcturc at the DNC. And tlmt 
with good plmming the DNC, the Reclec~ the Hill and the White House would all be 
able <to talk to each otller AND to" the state pmi)' members throughout the' convention, 
the (:;!mpaign wld bcYGnd .. 

.,', .. ; . 
. . , 



SUGGESTED TALKING POINTS 

IF 'l1-1E SUBJECT COMES UP YOU.MAY WANT 10 COMMENT ON '1111' 
SUCCESSFUL MEEllNGS YOUR STAFF HAS I-IA:) ON TECHNOLOGY AND u: 'I< 
WI LLINGNESS TO HELl' IN 'IlIAT REGARD. 

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

SINCE THE REPUBLICANS ARE AI-lEAD OF US AND HAVB MORE MONEY, YOU 
tvlAY W ANI' TO MENTION 11-m NEED FOR A GOOD PLAN AND A GOOD PEI{SON 
IN CHARGE SO WE GET THE "MOST BANG FOR OUR TECHNO-BUCK" 

. , 


, '.. " 



* * 
 THE VICE PRESIDENT 

WASH'NGTO ....* * 
STATEMENT BY THE VICE PRESIDENT ON 

PREFERENCES FOR "DESIGNATED ENTITIES" 
IN A BROADBAND PERSONAL COMMUNICATIONS SERVICE AUCTION 

On June 29. the Commission will adopt rules: for conducting auctions 10 assign 
licenses to providers of broadband personal communications services (peS). including how 
best to incorporate into a competitive b\dding scheme preferences for certain" designated 
entities." such as small businesses and businesses owned by minorities and women, The 
Administration applauds the Commission's efforts to address this difficult, but cntical 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 belQw a certain threshold ~w 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 env'honment, which was a major concern of 
Congress when i~ authorized the Commission to use auct'ions. 

In addition, the Commiss.ion s.hould permit smaIl businesses to reduce up-front costs 
'by permitting installment payments. i.e., allowing sucb firms to pay for \icenses in 
installments over a period of years. 

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

The Commission should also a.!low larger firms. to make non-majority, non~controllil1g 
equity investments in businesses owned by women and minorities v.-ithout voiding their 
eligibility for the entrepreneur's blocks. Allowing larger investments would risk enriching 
individuals for serving the interests of larger firms, rather then creating a new generation of 
minority 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" 
Ucenses to non-eligible firms for a specified period of time (e.g.,. 3·5 years) after they were 
first acquired at auction. 



Rcmark.~ of 

Vice-President AI Gore 


'nlL~ Annul Furce; Conullw)ication.-<; and 

Electronics A<;''i(lClation CollrcrCtlCc 


Tyson's Comer, V A 

Fehl1l:uy 13, 19% 

'Ihc Technology OJallcngc: 

Huilding " GO\'el1lmcnt lor the Infmlllation Age 


'I113Jlk you vcry much. ll1ank you very much, Roger. I can't thank you enough tor 
those kind wDrd", ReaIly, loo kind. l11cy set otT my huhris alarm if there \va.t; such a thing 
ha,cd on smoke detector technology. Politician.>; ought to carry them on their belts, but I do 
appreci:ltc your kind words and, morc than thaI., I appreciate the chance I've had to work with 
you <U1d I'd like !o say here to this grOUPt Roger, that Roger John ..<ion has really been my key 
ally in the in(cmal ddJJ.tcs i:1 the \\·1,ile House dtu"ing the critical sta£cs in \\11idl reinventing 
government wa<; either going to get ofT the grOlUld or crat;h ignominiously. And as.a former 
CEO \\1\0 understands [he botlom linc, he W:1<.; ahsolutc1y essential in coming in at the right 
moment 10 make the decisive arguments; ?..nd I really apprccia[c your help and your 
rricnd.;;:hip, Roger, and we all vtish you well <1.." you go back to the private sector, and thank 
you vcry much for a job well done. 

I want to acknowledge the other disIinguished guests \>,,+to a.-e here. David Barrarn, 
Deputy Secretary of the Deportment of Commerce, another good friend and ally_ John 
Koskinen, the Deputy Dircc!Or at OMB, and my key ally in lhe Exccutive Oflicc of the 
Prcsidl!tli who h:mdlcs reinvention work out or OMIl Fmnk Gicca., Chainmm of the Board 
of AFCI::'A; Jim Busey, Presid..:n! of AFCE/\, and thank!:; to this organization for ils 
olltstanding work and for your hospitality this momlng, as well. And Jlln F!Y/jck, Dilt:('lor h[ 
the Office of'I'Clecommunicalions Management.at the l)cpar1ment of the TrC<l'iury, and . 
SOlnC(II1C who's worked very closely with Elaine Katnarck and Greg Woods and myself, Bob 
Stone, othCf:'\ that arc n.:invcming government tcm},. and we appn.:culle your help, Jim. 

J didn', quite tmdcrstalld those remarks ahoUl stiflitcs., and serlousncss, Roger. II's 
I)t:cn so cold lall.,:h, 1)("ll1e \\~10 dOIl't know m:.: well have thou:::hl [ was 11'<);1£'11 still Hut I'm-' ~ 
used 1n those comments, .actu.al!y, Every lime I hear a m:w "sli01 joke J :lhl.';l)'s h:!\'c the• 

S;Ul1C reaction, "Vcry HlllflY, Tipper." 

I do gn.:mly >;njoy being vice president, ::Uld I'm reminded or lhe great sw! of the vice 

http:Management.at


president here, of one of the reasons why I mjoy it so nIuch. If you close your lell eye ~Uld 
IUm your hl1td jmt right it saYf', "Pre.:·;idcnt of the United. States of America." 

h's rcally a thrill for me every time. 

'Ihe digital presentation thai you jw;t saw shows 110t only two different ways of 
working. hut Iwo fiuuianK"lllally different ways of (hinking. Two organiljng metaphors, if 
you will. Fundamentally important, because J.S we shift metaphors we shift ow· understanding 
of the world around Lt."). Since the <.:arly 1900$, at ieast, the dominant metaphor in America 
has been the metaphor of the factory, a clockwork rn.achine with human hruKl<; among its 
moving parts. We've talked about all of the things important to us in machine and fad01Y 
tcnns. We've talked about the economy in industrial tenns., :'pumping it up," \\';]tching it 

."v/lnd down." Organization."i have becit hierarchIcal, with top lnarL:'lgement, middle 
management, and workers seen as cogs in the machine, progr&nmcd by those who make the 
decisions aT the apex of the m,umgC!ncnt pyramid to perform the same [a."k repetitively, over 
<Hld over again. Schools drew par.!llcls witb assembly iil1C$, almost iitcr.!lly" with desks in 
parallel r()\\IS \\-'here. prodllcis and children moved through a series of steps with va1uc l.ldded 
at each !>tcp along the way. 

But th:l( metaphor lms outlived iL, usefull1CS-'>. 'I1mt doom't keep us (rom conlinumg to 
tL.~C il) however. as we lean on a crutch of older metaphors that arc splinh.:rin£ WIUl age. So 
this w(.'ck, in a series of three speeches on science and tcclmology, I am. among other tiling;, 
suggesting an aliCfllarivc' mctaphor, an updated IHCl._aphor. One more appropriate to tilc times 
and l hopcfilily, wi~h a grc<llcr ability to explain the new circumsta.nces in which we find 
oU!"SCIVl"S, It is the metaphor or distributed intclligcnce. It is based on a COmpll1L'f metaphor. 
And, hopefully, it em help updme our notions of sclf-govemmcm and bring [hem more into 
hannony with the new realities of the inform:nioo age. 

At the hcgirming of the computer age, in the mainfrdJllc era, we relied almost entirely 
on machinC$ with huge central processing units, surrounded by fields of data anaycd in 
mcmOlY cells. '111C design W'J.S not lUll ike that of a mass production factory. 'Ihc CCl11mf 

proc~sing unit, or CPU, senl au( to {he licld of memory lo h'Ct raw data" brought it back to 
the center, prou,,~scd it, 11".:11 disuihutcd the results back into the memory. -, his technique 
pcrfonm:d o...!1nin ',l'>ks quite well, csfX'cially !hose [hat wcre amenable to a rigid hicr,Ul:hy of 
da!a. Then ,ldv<lncc:'J beg,an. 

IBM gnt ils firs! hig plL';h wilh ;! new lCchnique called vector pmo..~.sing, ",!llch relied 
(li) the :-,;Ull~ hL'lic lechniq!lc bll! il Slx..'(xk{j i1. \Ip. As nile of these l.;t')k:-: wa." !In(\cfw;IY lile 

1lc..\1 w,'lild tx.:gin.I"IC"i(ln: {he lirst W:L<; "li)mpictctl. But aU OCUlI.: oala r",1rit:vcd Ii"()lllihe lkld 
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or lTlClOOI), slilll",d 10 be slacked "p at Ule CPU 10 be proces,;ed scquCllliaUy_ i\nd tlml took 
lime, and still C-.:'1tl,)OO three trips from the processor to the memory field. "nill! gcncrdtcd 
cncrg'}' and ll1ud<: it more difficult to reach faster speeds. 

1hen along carne the new architecture of massive parallelism. We broke processing 
po'>vcr iO(o - 1say '\<"0;" (he dcvcn:st computer scientists in our country - broke processing 
rXlwcr into lots or units and distributed the processing po\vcr out into the field or memory so 
that in etch ioc.:'1tion '\\11crc memory was stored there wa..<;: co-lOCt11cd n small part of the 
cumulative processing power. Presented Wilh a problem,! all ofIhe proccs.";ors in this m..1chlHC 
began 10 work on pans of the problem simulumcously, and all of the diOhenl parts of the 
solution were brought to the center simultaneously i:md a<;scmblcd. It (lUned out that for most 
problems thaI approach jlL" work", beller, provided there is adcqwle WfiWd'" [0 coordinate 
the signals for beginning work alID ending work and integrating the pm1s of the solution iiI 
the proper way. 

Well, this. basic idea has lxx.i1 applied clsl,.,",vi1cre in our lives, but the metaphor has not 
traveled to many pans of our lives and didn't come anywhere ncar the govcnuncnL And 
that's a shrum; for in the realm of governance or economics or public policy the model of 
distribule-<1 intelligence ha..<:; enOrmoUS explanatory power. 111ink for a moment about \\-1ml the 
Amcri~1Jl RevDlution \va" all ab(mt. We got tired of having decisions ntadc for us in another 
place across the ocean, And our forbears v.rotc a revolutionary doctmlent for self-governance 
that was ba<;ed 011 the exciting and revolutionary principle that the ordimuy person is best able 
to make decisions {hal anect his or her life and is capable of making those decisions in 
combination with all of the other citi7£n<;: of tllis new nation of ours. 111al'S distributed 
intelligence. People arc benet able to understand the circwnstanccs of their own "ves and 
make politicll decisions based on that undcrslanding than anyone eml make for theat And 
when tbeir cumulative judgments arc made, the resulting bruid:U1CC for our Ilation is fm" 
superior lO the decisions made by a monarch or a tzar or a dictator in \\1kltcvcr guise, 

Take a second c.xampie. You can explain tile economic collapse of communism by 
pointing,'J1H tllat C'lpitalism t.1kcs advantage of distributed intelligence. 'Ute so--callcd 
"invisible h~u){l" or the marketplace rcsults from millions, indeed billions, of small dccisiom 
m:ldc by bUYCfS and sellers in the marketplace which, toblC!hcr, process ~Ul cnOllllOUS alllount 
Dr inlblllliltion that tictcnnincs "\~lich supplies of what product'> should tx: (Ii \vil:ll location at 
whal price. A') the IXice of our lives speeded ur in this ccntuT)'j the ability of a celltra! 
O::HHlmmd alltilority in the Soviet Union or 1UlY other communi;')l land, to h:cp up with tht.: 
economic ll('\."{l~ of the various parts they ancmptc.:d to g,WCIll, t:Sscmially broke dO\','11, 

To take a third cxampk, In the privatt: Sl'Ctor this same phCnOlllJ;HOn and the satne 
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metaphor \''''hich cncornpa<;.SCS it illuminates why businCS$ is shedding middle layers or 
management and pll<;hing decision-making awhorily out to employees on the front lines, 
where organl7.ations encounter change firs~ at the edge, not at the center. 

Bl1.'.:;incss Week, some yc..m <1go, had a cover story entitled wille Vil1lL11 CorporJlion." 
YeL Ihc phrusc "virtual oq,l'3flization" still come...:;; across i.o fllatly <1..'\ a kind of a bU2:!. phrase, 
yc.'lrs aikr the business community has incoIJXlt.lted mosl of its essential (mlhs. YOUf 
confcrcn,:e title, "Virtual Govcmmcnt on the Nil," (ells me thal you understand quite well the 

power of the distributed intelligence model embodied ill the infonnation supcrhighwJj' and 
[hat YOII arc hefe exploring the dmngcs it makes fX1ssihle. lhis is your game, and your tools 
of the game arc rmwcrfuJ and growing more powerful. Tomorrow, I will be going to the 
Univ.crsily of Pennsylvania to commemorate the fiftieih aJlltiVeISary of El.'JIAC, the \VOrld's 
first eiL'clne, programmable oomputcr, a computer ,,11ich filled a very large foom, yet had less 
capability (han today is in my \',.TIstwatch and in many of the W'Jtche::: WOI1l in this room. 

The explosive growth of tile World Wide Web began just tlm:x: years ago, with the 
alpha rdt1l<;c of Mosaic. Bw\\'SCt's like ;-":ct SC:IPC~ Mosaic and Microsoft E,xplorcr arc 
alre.ldy into their second generation, \\~th fabulous speed and the facility to search the entire 
pl3rlCf for infomlation and then dclivt'f it to right under your nose, Your IT tools are 
wmpamtivcly eh"ap and getting cheap,," rapidly. ENIAC cost $486,000.00 to build. 'nus 
watch oost $35.00. ENIAC used enough kilowatts ill an hoof to power a typical house fOf 

almost two \vccks. Tooay's pocket cllcala[01s, vastly more powerful than ENlAC, go for a.s 
little as $20.00 iUld ntn fi)f years on a $3.00 baltery or even on God's froo gift of sunlight. 
The cost of storing data ha\i fallen from $5.00 a megabyte to less than 25 cents, in just the 
bt<;t three YC1.l'S. And that is measuring it in mid-plungl.!, 

I fl"cclltly iL';cd statistics comparable to !Iv.::se Wilh a group of young people. mKi relied 
on an old and, to some c:ars, hackneyed example by saying if automobiles had improved 111 

pcrfomwncc and price as rapidly a'i compulcrs in the Itt,,! fifty YC<U:i, then a Rolls Royce 
today w,,,ld get a million miles a gallon and would COSt only I 5 cents. 1\ student in the 
fi'on: ro\!V raised his Ik1f1d and said, "Yes, Mr. Vice President, but it would only be about this 
long." 

Me-tarhnf~ arc limiting ;:LS well ;:l'l illuminating. 

I\mcric:lII business, (hough, In') heell <Ipplying·tilcsc new infonnation tools and the 

IX;W I1lcWphol' thaI explains modem orgal1i7.ations. and has been reinventing itsclfto compete 
:llld will. We know that we can {jn fhe sante thing in government. Our reinvention program, 
begun with tbe National Performancc ReView, is sJlO\\!ng :nnai'jng n.:suIL~. My !lL'W hook. 
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"Common Sense Government" - I don', get any procct.-ds, I'm not hawking this book here ­
the procetxt, go to charity and 10 establish cash awards for excellence among fcdcrdl 
employe"",. 111i5 tells tile stories of the people, some of tlK'Il' in tilis room, who are making 
i/lCSC chaJ:gcs happen. 

'nK'rc is a great deal len to do. We have bardy begun. But we'r<.; now moving in the 
right rliroxtion and we're gaining speed and il)O!1lt'11!U1Jl. Bm relief in tht:: power of the new 
mdaphor ;:U1d the SllCCC$S of reinvention so far contribute 1ll no small way already to the 
president's commitment to a 11{11ana.:d budget. We know we c..'Ul make govemmcnt work 
better and cost I~<;. And the great enabler in reinvention success ha,> been infoffi1atl0n 
technology, Not jll"'>t bcca.u.";C of the new capacity to handl<.; information it gives us, but 
becall').C of the ,,,fay it stimulates new thinking by men and women· in organ.izations that have 
geo",." stale ;md find it difficult to do tl,e job well. By encountering a neW capacity to handle 
infol1Th1tion and do work in new, more eOicient ways, Infonnation technology has inspired 
many people (a litcr.:!lly reinvent the org:mizations rhey iliC part of We're seeing this live up 
to its potcntl:t! as a tool lOr revolutionary chan~. 

In Miami, individual inspectors tap into worldwide collections of data to target high­
risk shipmcn1.s and speed ift<;pcctions. What ha.<; rcsut{cd'? Cocaine SCl7JJfCS arc up by a 
t:"1ctor of thnx; compared to this same period last year, And. simultancously, we're moving 
passengers through the airport mudl more quickly. And as w<.; look ahead to a balanced 
budge! world, we C1Jl see technology solutions that wi!! let us do more with less. Baby 
flClO[J1crn CUi expect world-cia.'{s service from the ~ocial Scci.lrity Administration bccalt<;JC of 

.prograrns i0 rc.--cnginCLT intcmal processes and put Social Security Administm1ion's service."') 
on~linc and on kiosk.") in malls.. 

All of this makes the men ;:U"ld warnell in this room, you who arc leaders of the 
grwcnml;:nt's lnioflllation technology brain tnlSt, more important today tll~Ul ever beforc in 
this Ilation's history, bcc1use you hold the key to the pU7Jjc our nation filCCS. How C;Ul VA.; 

deploy tilC::)e nc.....' ted1l1ologics to reduce the cost of govcmmcnt mid> at the same time, 
improve delivery of the government's services (hat our citizens demand. As you \..'ork to 
UJL<:;wcr thaI question, you will S~ ll.'i changing the \\0(1)' we acquire technology for the virtual 
gOV<.."Jl1IHcliL "I he new \\~J.y fits our distributed intelligence model and filllO\\'s the best 
practices of hll,,>Jnt:.'>Scs. As you well know, wltat wdv(; hc...:n doing ill lilt; p~l...""'l bencfits the 
old factol), modeL 

'1l1is P:Ist Sanmlay, in the: dcr<':Jlsc Olppmpriations bill, the pr"l;.<;idcl1t SlgUl!(J into law the: 
fnj{l!1n:l!inn T("Clmo\ngv Mana:..'Cmc:nt RcionTI Act of 199ti. 1\ is the fC..'\ult of substantial-, ­
bipartisan dnJl1. We have. been working on this very dosely With S<.:nators Cohen and 



Glenn, and will shortly - tUld the president will shonly is<.';;uc an executive order WiUl the 
details m.:ccss:uy to cuny it out. 1o,a nutshell, VIC will dislribute procurement authority to 
agencies but hold them aCcOlHltlble for results, Infonnmlofl technology is a capital 
investment,. and we expect returns in the same terms that business dOC$. like savings and 
productivity, Next, we will share tochnical re>ourccs across agency lincs, working a.';; a virtual 
government on the biggest issue."} mId on common needs. 

'Ihird) we will encourage more rapid, modular procurcmcni or mqjor system,,;;, rather 
[han mas~;ivc meg,Hxmtracts that outla"t teclUlology changes and outlast management 
turnover. \Ve have had enough of that approach. We \NiJ[ shiH protcsts from, the Gcncr.ai 
Services Bo.:1fd to GAO's less hurdensome process, and wc \vill creme a diicf m[onnation 
officer as a focal point in each cabinet dcprutrocnt and major agency. So we have [I. best in 
business management approach, a (Xiwerful new organizing metaphor, l:Uld we have 
breakthrough tc'chnolog;c:;. 

Is anything missing ITom this vision? Well, yes. Something so important that, 
without it, we would just waste our money" Our efforts 10 build tomonT)v/s govemmcnt must 
he unfailingly ctl.<;tomer-<iriven, Let me give you a quick example of tllC point that l'm. trying 
to make here, In fact, it's about driver.:; licenses. A f,?\.\' years ago, the State of Oregon 
<It:cidcd to improve service at their DMV ofliccs. l1ley ftgurcd everyone hated waiting in 
line to gel licenses. 1hcy assumed that WJS the main probkm they had to solve, So they­
designed a new, t:1Ster, morc POVlL'rfU! computer SYS[l'ln 10 speed up the proce.s:s, and the)' 
prepared to ins.tall mon: workstalions. 

LuckilYI belofe they actually bought and installed (ljc \\'hok thing, they stopped long 
cnougJl 10 conduct some focus groups with custOlners, and (he), aCltlally asked th<.~ir customers 
wh:u they wanted in order (() finc-tunc Ihe. system. 'Uley k'Ot a big sUfprisc. "lllC number one. 
customer (omplainl \\';l\ flot U1C long lines at ail. '[11(,,), weren't even close. Anybody guess 
wh31 the Hgg'?'t problem \ViiS? 'Ill'': picture>. 111c lmllancrlng pholographs on the liccll,~c. 

P{.."Oplc only h~ld to tva!t in line for a iicer'l,z,c once every five years, but Ihey had to look a1 
that :!wfhl picture every time they look it out of their wallet or purse; thl-IC was the mug shot. 
Well, once Oregon llC\.lJr<Hdy idt!l1tilied til...:: problem (heir customcn; must wattled. solved, th(.,'Y 
designcd a slightly different high-tech ;;o!ulinn, a vit:k."o system that let pe.ople sec ami sclt:'Ct 
fi'om seve!:!i shol,> before the iicCIl..'>C Wil:, printed. V<Uill)' prevailed. '111e cuslomers wen; 
happy, 

Hut the (wganil":H Ion worked as It should have worked, We ha\!(; 1C<1I11Cd thi;.; lesson 

over and over again, reinventing govcmmcot. For cX<lmpk, tile I!{S a%Utllt.:d that taxpayers 
put top prioriiy On gcuiJlg their la., booklets right allcr Christmas .so they cO:..Jld look ;:nu - ­
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them on the desk for monihs as their anger buili up slowly. [n conducting intcrvl{..'ws and 
taking othL"r steps 10 ascertain ""nat thc .customer rcally WaJllt'd. Lhey found that the lOp 
priority \\'3$ as little contact as possible wi1h Ule IR.". So, now you sec the IR.'S rolling out 3 

host of electronic Hling options, like Tole-file, in all fifty stales. Tole-file 1,1I<cs about eighl 
minuics und is almost error-proof. And fiJI' those \\,110 lise it~ \\11Y would we b1() back to :J 

postcard? The Ic!cphom: is llIud) ca''licr. 

Some of ollr reinventors have also ll';;cd customer input to totally shape u product 
called th(! lJ.S~ BtL<.;incss AdvisCf. 'niC US. Business Adviser is a weh silc thot gives husincss 
one-slOp acCC&' to ali the government agencies that regulate or assist btl<;incsscs. \Vc put it 
together because onc of the complaints we heard most Hum business was thal. they had to go 
door~lo~door and morel dealing with forty-p!tl~ diOcrcnt agenci~, Cbu·ly, a higJHCCh 
solution \'"'as possible, and a tot fhs.tcr and dleapcr than trying to physically move agencies in 
with each other. . 

So the customcrs started HS dovm this lnlCk. We unveiled and demo'cd an Ct'lIly 
version at In.s{ Stlll1mcr's Wnite House Conference on Small Busines..s. 'Ihe conferees there 
loved the concept. We showed it to the president He asked for a search about cutting 
CI,:rislnms trees on federal lands Vye had the ;:Ulswcr in second.':;, .uld he \vas impressed. He 
rememhered the principle, "Ask Y0ur customcl:):1 and crcnlcd a ta"k rorcc to work OJl the 
product with business lISCrs. And, by the way, J want to again thank Dave lJruum, [}Cpuly 

Secretary of Commerce, ~U1d also Phil t..adcr, Administrator of S13A, for what the two of them 
hnvc done in 1e.'1ding 3 h.:rrific inter-agency L:'l';;k ior:cc that produced a wondcrlhl nc\", version 
of the Bu')incss Adviser. I'll show you thai version in just a minute. 

\V,: put the Advist-T up On the web with a comments bulton j so t.::vt.::lylxxly c{)uld make 
suggCS!IOll'>. We ran scssiol1<; with uscr groups from businesses, large and small, allover the 
cOUlHl'y, in order to b,"Ct in-depUl feedback on the d('Sign. In other words, we treated it like <l 

product being wken to market. Hcre'~ wh.;:It we heard. OUf eusiouv.:f:) absolutely love the 
Bustnc..<;s Adviser idea uf onc~stor 3co:'SS to our infomlalion and selVlccs. And they wanted 
10 chfmgc practically everything about the version thm we showed theill. Well, we. ha.vc done 
tlln: now, ,md the new version goc"S up on the World Wide WeI) <'1.'> sooll as I snap my fingcfs. 
ISnapI IMusic] 

For my next {rid,. Well, ladies alld gClltit:mcn, the !leW c!l<;!Omcr-improvcd 
U.S. Busines.s I\dviscr. 

Now, ;:l<; I show you \\';1;11 11 C'1ll do, I will tell you abou! some of'thc ~;Lt'1}fises 
tHI), clistomers h:IU t(lr us, Page 1 or our first vl'J"Slon looked like..: {bis, We thougb! {hal 
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looked prelly ile<I.L, ;:uld the president loved it PUb'IC 2 was even octter. It had a big, high­
resolutiDn color picturc of@, But our ctL'itomers, a good many of whom app.licntly arc 
Rt.:publican business O\\'11CfS, didn't ,vant to wail with the meter running while our big, 
beautiful p}ctUfCS downloaded. So the new version looks like this. And, I.n fact, you sec the 
customer C'l!l even select text only ~md blCt the plain, pipe-rack version. 'nlat's for those in a 
hurry, or those [llllning text browsers like Links. The system will also automatically sense 
mId relpond if the user is coming IhrQugh a version 2.0 browser, like America Ollljn~ or it 
will uutomatically swilcb to give the full treatment to users on Net Scapc or other HIML 3,0 
browsers. 

111c Cll';;((lmer user groups said they wanted the Adviser to do five (hings, 1110SC 
things afC cmlxxiied in the five function button."> shown here and on all rab'CS' 'nley want to 

go straight to comm(lnly-askcd questions.. 111CY want to find out how to do things. 11lC)1 
\.I,'Cre emphatic. TIll'Y didn't just wani more infonn.:1tion - they're up to their e.m in 
information. "Ihey wanted to be able to quickly find Ollt how to do things, and then ­
imagine Ihe temerity -- they w.mtcd to go ahead and actmlly do the things, Like. file thdr 
t~IXCS. Heport wage and withholding d'lta. Apply fOf pcmlil"\ and licenses. So tlus nC\N 

version sets up a stmcturc to do thai and makes a start along. that linc. And there will be 
plenty more 10 CO!!1C. 

Our Cll<;tomcr;; Wall! to !'cardt in plain English for spt"Cific thing..... they s"Cck. 

SOll1ctimcs they w.:mt to hrowsc 10 sec 'what we have got And they \\'<mt news, the lDtc..<;t 
news. Und(:r "Common Qtlcstiorl<;" ·we put amw~ to common business tax questions, Postal 
St'f"icc qu<.Stions, and other qucstion.'>, 'Ill is is a ba<;ic structure that aUl ca.<;ily accept the 
common qlles~ions [:'om other agencies. We sel up this flc:'\ib!c struclure to accept :ldditiom 
in all p..1tl<; of the A{lviscr. 

In the "How~To" !)cction, busincsses wId lL,) they wanled how-to inIOl1ll<lI!On, 
compliance assistance tools, and other step-by-step guides. Here, you \\~II find :advicc fi'o:n 
the Small BLl-;incs$ Administration on how to start a business.. You CUll also get tOnllS and 
publicllion:-; from the IHS to a')sist you during fa\; tirI"K:, OSHA has Ii nent tool caned ihe 

Asbestos Advisee which helps you dctcnnioe if your building IS ashestos sa!C. Ifit's 110(, it 
prints a ctistornilJ.:d guide to a')sist you in making your huilding match the :t,,>bc,sws rules. 

For se:lrchcs, we arc giving bLl"JIIlI:SS scverJI options. For example, thcy can scarch a 
hO~l or datllhascs from the ('JDvl.:1nm•.:nt Printing OHlcc, like economic indicators or the 
F\.'der~ll Rcgi;:kr, Of -- alld ihis is my favorite - CUSIOHlCl~ aU} lISe ",I simple Engli:.;]: qllery 10 

~:·arcb through 106,000 Cederal govcnlmcnt weh r:tgcs in second"'>_ Imagille. VOII are luoking 

'~.r mlt)nnalion 011 cxpoltillg mIlo path 10 l\sia. Well. you don'l hav..: to imagille. You Gm 

~, 
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do il simply by typing it in. Here's \~113t (he Business AdvtS(,"f gives you after you type it in. 
"111C ti(le of the document, the source of the infonnation, and the best passage from \\~i.hjn the 
document so yOt! know whether thts is \vl131 you arc looking for. 

SOTne people wanted to browse. ,So we have arranged the Br'O\\lsc Scrlion of the 
I3uslnc.'lS Adviser like a libmry, Simply dick on the section you're intercsted in, say, otDoing 
BliSillcs~; \\'ith rhe Govemrn(.,l1(," tUld you can look through the content rclev~Ull to that subject 
arl'a, jusl !ike examining books on a ::.hcl[ 

'Ihe last secrion of the Business Adviser is nev.'S. Here, the bus-incss community \\~iI 
have access to late-breaking information and press rclca.'-'CS from the agencies that work with 
them. 

Now, the implic1tions for this product that I've just shown you arc far~reaching. AOL 
n.'cognizcs this, American Onhne, and has: it as a featured item. But the problem and lhe 
nocd we arc addressing is not peculiar to bll<;incss. All kinds of f,1QVCfllmcnt customers arc 
slill now shuming door·to-door. We've gal to s;op thaL, stop making them do that. We sec 
the Adviser as thc first of a \\1101e family of produCL<; that serve all customer groups ­
beneficiaries, veterans) lr1lvelcrs, the research community, state and local governments, and 
morc. IT is helping reinvent the way we meet customer needs all OVer govcmment. 

Electronic lx.·ncfits tmn."fcr card.<~- and J h::rd an example herc sOll1L."\vhcre, but yOll'VC 

sten them, in any C~l~ -- EBT c,'trds dciivCI' Social Security fXlyrncnl'i) veteran'} benefits, 
wclft,rc, the whole range of govcmmcnt payments and a.<;..<;isk'mcc. All of this with Ihe 
convenience and security of a modem dcbit card, even to f(,"Cipients who don't have bank 
nC":Oll!l!S. And the govcmmt-'tlt saves $120 miHion !X':r yCtU" compared with mailing oUl 
checks or mc;sing around with rood stamps. Works_ beuer fi·om the customer's point of vicw, 
tosts lL"'t-<) for thc 6'{)\'eounent and th\! ta,>paycrs. 

Nov.,; when we say "CU';WI1lCP.:i)" we IIldUl customers inside the govcrrunt->nt as well as 

the public_ In oor reinventing government work we commonly talk ahout inside customers 
:Uid outside CLl'}tomCf$. For example, the V /\ Medical u'nter in Baltimore was the first 
hospital in the coun(IY to go to all.;jigiwi imagery, everything trom MRIs to X-rays to color 
pholoS. Inl<t!,'CS arc all :lVailabJc :.my timc, <UI)-'\-vhcn: ill thc hospital, for ~l<; many specialisL') 
as want th".:m. I.kHn support fel!' d~lC!or;;, better mcdi..:inc for patients -- big adminislr;:niv(; 
s:w!ngs. 

"Wings," which W,L'> rc/clrcd !O in tile prcscntation just hdt)H.: I caJlle (1111, "\Vings" is 
1101 Jllst ;1 popular SIH:'OIlL I! IS tile lJi.:gin;ung beginning.,> ttf a (J!lC~stop scrvio . .: when: the ww 
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gl:m..'rd! public will Ix.: nble to gt;t t!lei:' Social Security ocncfhs St.;'llC111(!nt, file their state and 
local taxcs. or ch<mge their address wilh the agencies across government if they move. 

If you arc looking for oppor1lmitics to help, don't he discoillagcd by tillS list. I nssure 
you the cllStomcrs still have quite a few problems with the government that technology hasn't 
solved, a:1d we need your help. f hope that all of you will take to heart the challenge of 
creating this new sc!f-govclTImcll! tl1;11 AmcriclllS d~eTve. Try this, Veterans get a wide 
range of benefits -- medic.al care, mortgage guarantees, college tuilion~ disability payments. 
Gt..·uing all their records of past benefits and current eligibility to the right pl~\cc at the lighr 
time is an exr>(..11Sivc job for Ih~ government. And the fh,:qucnt delays arc fiUSlrating for 
Vdl-rart.'\. 

Can we rut 64K of memory on the eltrd for the vetcTan to keep, and update it along 
wilh [he VA d3tabasc every tilne the veteran calls on the government? You tell me, And tell 
me if W('. applied Smart Cmds throughout govcmmcnt, woutdu't our crilic...'ll I11.1S5 set the 
s1a!ldard for everyone? Or how auoul !his problem - current law 1::,.lllMll)tCCS that 
COfJullUnilics have the right to know whai toxic chemicals local companies an; releasing into 
fhe environmenL Each yC<lr~ compani(!S report their rclc<1SCS to SPA, whidl compiles by 
locality and state lUld publishes them for all to sec. But since most of the process is lu::mual. 
the lag time is about tWO years. So conUDlU1itics aren't really in the K!lOW; they're in the 
"knew." Can you solve that one? I'll het you can. 1'/1 bet you GUt; ·becausc the ncw 
information k:chnologics make il Jhlssiblc to solve if and inspire you to figure out how to 
solve it 

Well, thct\,:'s no :')hol1agc of cmc~:ll work fOf each of you in a gOVCI1UilLl1t that is 
dCl1:..:ml!n!;d to serVe its CllS!()mC["$ bC!tl.:f for less. AI! of yOW" skill ts nr.x,.;\cd, all of your 
energy is required. Just rememher the vision s!atcmt.:I1t of the GO\'('111rl1cnt Infonnation 
Tcdmo!Qgy Services Working Group of the fnfonnation InfmsH11cturc Task Force or the 
COl11l1lith:e on Applic;ltiolls and Tl'Chnology -- Now you know why we ell! !h...:m "GITs." 

Anyway, ['m nol <lSking you to remember their n:UllC, but I am asking you to 
n:m!.:mhcr theif vision. I\:ld !ltfC'S (heir vision, "To help create a go\'c!1uncll! that ltScS 
infolmation technology 10 inlcc::IC( with <Uld scrve its CLl)1011K"t'S on their tcnns_" Let lhm be 
your c[\.'Cd, and \vc will all be singing your praises. 'Ihtmk you vcry much. 
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MR. GATES: We're pleased to have the vice president here. He 
has certainly promoted the infonnatioll super high\\'aY since he first 
used that term over 20 years ago. In J992, he was the author of the 
High Performance Computing and Communications Act. and and he's 
certainly been at the forefront of science and technology for the 
Clinton administration. He's one of the first policymakcrs woo really 
understood the potential of technology and the new infomlation age. 
And he's rcally continuing to help shape that debate, I've had the 
privilege of meeting with him many limes and sharing ideas. I've 
drawn on his wisdom and quoted him in many speeches. 

A litlle while ago, 1 had to go on the Letterman show, and so I 
said, "We!l, I know whnt 1111 do~ i'll gel the videotape of what the 
vice president did when he went on the show." I would just do the 
same thing he did. And it turns out, what he did, he took some 
government ashtrays, and had a hammer and proved that, when they 
broke, they broke imo the specified number of pieces, So, 
unforlunatdy, I didn't think I could duplicate that Bul it was 
helpful. 

So Ids give {i warm welcome to the vice president, AI Gore. 
(Applause.) 

VICE PRESIDENT GORE: Thank you very much, Thank you very much, 
ladies and gentlemen, And, Bill, thank you for your very kind words 
of introduction. I remember that Letterman show, I didn't know you 
were going to bring that up. I gave a Top to list on that show of the 
most enjoyable things about being vice presidem. and 1 remember 
number five on the list; it has to do with the Great Senl of the Vice 
President. If you look {it that seal and close your left eye and tum 
your beat! just right, it says "President of the United States of 
America." (Laughter.) 

Anyway ~- and incidentally, of course, this is a sobering time 
for me, living with the awareness that f'm only one kneecap away from 
the pn..'-sidency. (Laughter.) 



Some of you may not have seen the Legal Times article about (he 
inauguration JanuJ-ry 20th, In th!.': Constitution, the president's tcnn 
expires precisely at noon on January 20th. And by custom, I was sworn 
in at 11 ;58. And thcrtlhe opera singer Jesse Noonan sang, and sang 
too long. Sbe was great. don't get me v,Tong, btll the president did 
not take his oath to begin his second term until 12:05. (Clears 
throat.) (LaughtcL) 

You've anticiIlated me. It was all important five minutes for me, 
for my family_ And if I may be so bold for America. (Laughter.) h 
wasn't (:xactly a morning in America. but it was pretty close at 12;01 
p,m., aud historians will record tlmt during the Gore administration 
OUf country was at peace at home and abroad. Our economy was booming 
with low inflation. We created 3.1 jobs, 1,2 of them here in Seattle, 

Hisl0ry will also record, with aU due respect to President 
CHnton, that in my administration we had fewer crimes conunitted than 
in any other presidency,Democratic or Repuhlican, in history. And 
it's because we put two new community policc officers on the beat, 
Eddie and Duane. (Laughter.) 

But what's most important to me is that partisan bickerance. so 
frequently the b<U1c of Washington, gave way to bipartisan harmony the 
entirety of my administration "'ith patriotic hymns bursting forth from 
the steps of the Capitol. I think it's for that I\!ason the chant 
began there on the steps and swept westward ail the way to the 
Pacific: ''Five more minutes! five more minutes!" 

Anyway, it's really great to be here, and I want to aeknowledge 
the other distinguished guests who were here. I want to thank Steve 
Forbes f,Jr being a cohost of this remarkable event, and I want to 
thank you, again, nill Gates, for conceiving it and bringing it off so 
welL J wish that I had been able to be here personally for every 
session, but I've goncn some reports from some of the other 
presenullions. and they sounded really fascinating. 

I want to acknowledge my friend and a tremendous leader ofthis 
stale of Washington the GovcmorGary Locke, whQ is affto such a 
fantastic start and one of my allies in thc move to reinvent 
government We call it REGO -- that's "Gore" spelled sideways. so 
I've worl-.cd hard on that 

And it's great to be here with a person who I am a little biased 
because he's a personal friend of 30~some-odd years. but our chairman 
oftlie FCC, Reed Hundt. who I personally believe is by far the best 
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chairman ofdlC SEC wctvc ever had, and 1 really appreciate the bard 
work that you're doing, Reed, 

And to the other government leadcrs who are my colleagues: the 
postmaster general, Marvin Runyon, and the head of the National 
Security Agency, General Kenneth Minihan and Gencral Edmonds and 
Richard Danzig, and the others, and the distinguished gueSl<; and the 
CEOs and others who ought to be singled out. 

This afternoon. I would like to talk to you about the new 
economy and the limited but critical role that I think government has 
to play in the 21 st Century. So here goes: Gore on the New Economy, 
Version 1,0; you'll be notified about upgrades, 

You have been discussing here the future of the corporation in 
this era of technological Iy driven change. Injoining in your 
convcrsation, I would like to discuss also how the vcry same sources 
are influencing government, forcing the transformation of government 
and resh,1ping the relationship between government and corporations, 

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

It's important also 10 recognize that the information revolution 
is peppered with a second change implicit in tbe framing of leday's 
conversation: the globa!i7.ation of the marketplace. This change has 
also been in the making for quite somc limc. As a matter of fact, as 
soon as communication became electrified, it was inevitable that Ihe 
marketplace would becomc global. 

In 1851. inspired by the telegraph invented 16 years earlier, 
Nathaniel Hawthorne wrote these words: tiny means of electricity, tilt,"! 

world of matter has become a great nerve vibrating thousands ofmiles. ,
in a breathless point of time. The round globe is a vast brain, 

instinct with intelligence," Much as Juies Verne foresaw submarines 

and moon landings. Hawthorne sort ofsaw the digital ncrvous system 

that Bill Gales discussed this morning. 




These two changcs1 globalil.altOn and the revolutioll in 
information technology, have combined to create a new age with an 
entirely new business rcalily and entirely new challenges and 
opportunities 

The placc to begin talking about it is by asking ahout the 
impacts, not on business or govcrnment. bur on people. What is the 
human impact of these changes? Well. for starters, most ofus feel we 
have a lot more information than we can possibly deal with, lIow many 
times have you heard that metaphorical question, how Call you drink oul 
of a fire hose? A friend of mine in the computer industry once made 
this point by saying that, ifyou tried to describe our hU01M brains 
in computer terms. you'd say we have a low bit rate, but high 
resolution. And what he meant by that was that when we try to absorb 
infonnation bit by bit, it takes a long time and we're not really very 
good at it. 

for example, years ago the telephone industry conducted research 
and found that seven digits \\'ere the most we could retain in our 
memories, and then they wenl and added four more digits. 

But we do have vet)' high resolution. Meaning we can quickly 
absorb the meaning of patterns containing huge quantities of data at a 
single gulp, and then infer the meaning of each bit by rderente 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 recogni7..cd their faces within two weeks ofher 
birth, a task that no computer can yet replicate with speed or 
accuracy_ 

This capacity for high resolution has served llS vel)' well. But 
the problem is this: most of the vohuninous ncw information now 
becoming available to humankind ahoui the world around us comes to us 
not arrayed in recognizable patterns, but in huge Sand dunes of data.:.' 
For example. our satellites take a complete photograph oflhe earth's 
surface every 18 days, but 99 percent of the information collected 
never fires a single neuron in a single human brain. llle Clementine 
division of NASA to explore the surface orthe moon contains 20 
terrabyh:s ofdata that no human eyes have ever sccn. 

I-ligh-perfonning computers help us to master this challenge, but 
there wns a mismatch between the incredible speeds with which 
processing power expands and the snail's pace with which new advances 
in transmissioll cap.lcily have lx:en made available. I once used the 
old cliche with a college audicnce that ifa -- you've probably -­



many ofyou bave probably used this, too. if a car had made the same 
cxponcntjaJ advances as a computer, a Cadillac would gel 100.000 miles 
to the gaHon and cost only SO cents. And one of tJlC students in the 
front row raised his hand and said, "Yes, Mr. Vicc President. but it 
would only be about this big." 

The challenge we face was similar to the challenge we confronted 
after World War II when ever family bought a car and the t\\,o*!ane 
roads could no longer handle the traffic. Indeed, just as in eadier 
eras nations gained competitive advantage by improving the 
infrastructure of transportation) deep water ports, railroads and 
super highways. comparative advantage now can be enhanced by a 
superior national information infrastructure huHt by sensible 
deregulation and competition policy" BUI the point remains, what is 
the human impact, and how do we adapt our organizations, botb in 
business and in government, to deal with these sweeping changes? 

Many ofyou in this room have been pioneers in the 
transformation of business to adapt to these new realities. Your 
presence here confirms our shared view that this IS a work in 
progress, and the underlying change which requires adaptation is not 
only continuing but accelerating in its pace and intensity. 

Businesses in the indlJstri~l age org~nize themselves according 
to the model of tile factory, and $0 did government. Most employees 
were valued primarily for their physical ability to perform repetitive 
tasks according to insuuctions from management that infrequently 
change. Indeed, any communication from the CEO to the people actually 
producing goods and services had to travet through mUltiple layers of 
middle management, existing primarily for the purpose of passing 
infonnation from one level to the next As public education empowered 
a largcr fraction of the American population, a few pioneering 
managen. recognized that the most valuablc asset in the corporation 
\\'<1.5 the unused brainpower of the men and women performing repetitive 
physical tasks. A new theory of corporate management emerged, and the 
publication of books describing it becrunc II major new oottage 
industry. 

"Thc-ory Z." "Participative management." "In search of 
excellence." "Quality circles"" A hundred different labels were 
fa.',tened to the same basic insighl<;; Employees can think. They're 
smart. If you can convince them to pay attention to what they're 
doing in contcxt and share with them the larger objectives of the 
organiz.ation of which they're ~l part, then n,,"Speclfully harvcst their 
ideas about how to improve and fint,Hunc the collective endeavor and 



then invite them to help implement the innovations they've come up 
with, companies can boost d)e bonom line. They can creatively 
encounter change at the comllany's edge, where change is first 
experienced, and not wait for news of that change 10 wind its way 
through multiple redundant, obsolete layers up to a CEO who is 
insulated and isolated at the top of the proverbial pyramid. 

Thi:; morning I met with the team at Boeing producing the ncw 777 
aircraft. Listen to the way this world leader describes his work. the 
people I met \'I!ilh arc part of an integrated designlbuild team system, 
Grouped into smaH teams of eight to ten people, they have been 
assigned to refine and mesh aU aspects of the aircraft from top to 
bottom. The idea is to have each team consider the aircraft as a 
whole and empower each leam to a.ct quickly on their own on ideas free 
from chain ofcommand second guessing. 

The new infonnation tcclmologies make it easier for more 
companies to take this approach. 10 empower their employees. and 
eliminate the barriers bet\'vcen employees' ideas and resulting 
corporate innovation. This wave of change has already had an cnQrmous 
impact. Many of you here have led this change, All of you have 
adapted to it. And now several of you. along with other pioneers, are 
creating yet tulOther new wave of change in corporate management. 
Moving from an appreciation of physicality and intellect to an 
appreciation of emotions, creativity or, if you will, heart. 

Perhaps [he greatest challenge facing you is attracting and 
retaining talented people. CEOs who have found \''lays to 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, f1ex~timc, and other measures to bolster 
employees' emotional satisfaction arc proving to bc extremely valuable 
to earnings, revenues and profits. Companies like the First Tennessee 
National Bank have reconfigured their corporate missions to take 
emotion into account. and this soft-headed approach is showing 
hardheaded results. 

Another way to describe this phenomenon might be to say they're 
getting more from tbeir employees by focusing more on their core 
capacity, and with the help of their employees. understanding better 
their cuslOmers' needs and desires. In the business world, there is a 
new appreciation for the value of focusing on core capacities: The 
so-called virtual cOf1mration uses new information technology to 
combine the COl~ capacities ofdiITeren! companies for a mutually 
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bcncficia1 endeavor. 'Ille phrase that you're using here, rich and free 
capitalism describes a vcr)' similar overlapping phenomenon. 

But what is our core capacity a'i human beings? In 1872, the 
steam hammer defeated John Henry, At the -conclusion of this century, 
at the end of four games in a six game series, Big Blue is tied with 
Gary Kasparov. Physical health and fitness continues to matter a 
grc:,U deal. A weil educated mind is our key strategic asset But ill 
the 21 st century, a<; the tnfonnation revolution continues to 
accclcrotc, I'm convinced that it will become ever more apparem that 
our core capacity is spirit. creativity. heart. 

For example, how did the electronic communications revolution 
begin? Samuel Morris was a portrait painter. In fact, his painting 
of James Monroe hangs in the White House today. While Morris was 
working on a portrait of General LaFayette 1n Washington, his wife, 
who lived about 300 miles away~ grew ill and died. but it (ook seven 
days for the nc\\'S to reach him. In his grief and remorse, he began to 
wonder whether it might be possible to crase barriers of time and 
space so no one would be unable to reach a loved one in time ofneed. 
Pursuing this thought, he came to discovery how to use electricity to 
convey messages at the speed of light, mld invented the telegraph. 
Emotion led to innovation. 

Over the past 50 years, technological innovation has bcen 
responsible in the view of many for more than half of the nation's 
gro\\1h in productivity, Our approach to the new economy must include 
a new appreciation for the key role of innovation and for those 
factors which tend to promote it. In the old economy. growth depended 
largely on capital and labor. 111C task ofpolicymakers was to keep , 
those factors of production in sync, When the phasing was poor, we 
got a down turn in growth or an upturn in inflation, which continued 
until capital and labor were restored 10 their prcper balance. These 
factors are stili cnlcial. 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 \'tmy to producc more economic value and thereby boost cct)f)omic 
growth rates is to lind ever more valuable ways to usc the objects 
avaJlabl(: to us. We first used sand in an hourglass to measure time, 
Now, of course, we usc it to foml the silicon chips that power the 
personal computers, Same object. more creative use. 

Paul Romer and others arc leaching us that innovation is not 
something that happens outside the economy, as tmditional economic 



theory had held; innovation occurs Inside the economy. and it is 
esscntJaltf economies arc to grow. Innovation is reshaping the very 
way we think about the txonomy 1111d the vocabulary we usc to describe 
it To discuss the economy. we once resorted to the metaphor of a 
machine. PoHcymakers slowed things -down or sped them up. stepped on 
the gas or hit the brakes, or shifted gears. But the new economy is 
more like an ecosystem, which depends for its health on diversity, 
nutrients, and its ability to change and evolve and learn and grow. 

In the old economy, the key to growth was an individual sector. 
In the new economy,. the key to growth may be an economic weh and the 
diversity of those webs both require and create" Jnvent the persona1 
computer, and you inevitably spawn a vtcb of products and services that 
move outward from that even! - mouse pads, cDmputer repair shops, 
Window:; 95, and so it goes, 111e economic web iS j itself, the 
generator of the next novel growth opportunity. innovation sparks 
innovations, And establishing the proper conditions for innovations 
to flourish is onc of the policymaker's highest obligations. 

But the larger move from hard to soft is affecting every one of 
your companies, In the old economy, the value of a company was mostly 
in its hard asset.. , irs buildings. machines and physical equipment 
In the ncvv economy, the value of a company derives more from iL<; ­
intangibles, its human capital. intellectual property, brain p(lWer and 
heart. In a market economy, it's no surprise that markets themselves 
have begun to recognize the potent power ofthc5C intangibles. It's 
one reason that net asset values of companies arc so onen well below 
their market capitali?.ation. 

Baruch Lev, an aecoWlting professor at the NYU Business School. 
says that nearly 40 percent of tile market valuation oftlle average 
company is missing from the balance sheet. For high-tech firms, the 
percentage is more than 50 percent. And reC(.~t research by Ernst & 
Young's Center for Business Innovation suggests that securities 
analysts are basing about 35 percent of their portfolio decisions on 
intangibles, and that the more an analyst relies on these factors, the 
more accurnte his or her predictions seem to be. 

The importance of intangibles underscores the importance of the 
questions that I return to again. What about people? What kinds of 
policies should we follow t() promote out success in the new economy in 
ways that enhance the quality of our lives? Well, just as the process 
ofcorporate transformation has moved from a focus 00 mw;clc power to 
brain power, and is now beginning to move to a focus on innovation, 
creativity and heart, our approach 10 national policy is doing the 



samet bUl not without controversy. 

We have an ongoing national debate that sometimes featurl.-"S 
arguments that sound like they originated in the I"md o[Oz. You 
rememocr the famous Fmnk BauIn story and the Judy Garland movie about 
Dorothy and her companions who went oITto see the wizard. 
Incidentally, speaking of magic kingdoms, I'm looking forward to 
boarding the Emerald Star and going to see this magnificent house a 
litHe bit 1ater on, Bill. 

In any event, there are many in this period of technological 
ehange and globalization who feel like Dorothy ~~ suddenly placed in 
an unfamiliar landscape unable to go back home. And they are tempted 
to listen to advisors whose economic phHosoI1i1ics mirror the personal 
attributes of Dorothy's companions, 

For instance, there is a group that makes up what we might cali 
the scarecrows. They have hearts and a sweet disposition, but don't 
always make good use of their brain, The scarecrows are frightened of 
importS, tearful of more open trade, scaroo ofcompetition and the 
challenge it represents. They arc resentful of immigrants and want to 
punish them, and they arc extremely apprehensive about new 
technologies. But they fail to analY7-c the true nature of our 
condition. Scarecrows believe that the forces of the new economy are 
fundamentally destructive, and that government's job is to throw up 
walls and slow dovm the pace of change. They also eall for protecting 
corporate welfare, and similarly for propping up companies that cannot 
compete. 

Now, in some ways, the scarecrows sometimes have a point On 
any trade agreement, the terms must be fair, and the United States 
cannot harmonize downward on important issues like labor and the 
envirorunent. But fundamentally. our commitment to open trade is 
crucial to our economic future. Or take immigration, it's certainly 
true that illegal immigration has to be stopped, and we need an 
orderly process for admitting legal immigrants, And middle~jneomc 
families must hove the opportunities to acquire the tools and the 
education to make the most of all these changes. But inunigratiotl is 
good for the United Stales, and always has been, 

Ultimately, the scarecrows' good intentions lead them to unwise 
conclusions. On trade, they ignore the fact that America's wilTs 
are relatively small compared to those of other nations, and that most 
trade agrct.';fficnts, therefore, increase our entry into other markets, 
not the reverse. and jobs depending on exports pay well better than 



the avernge, Besides, history teachc1\ us that iwlation, holing up 
behind impenetrable barriers is not the way economics grow. We've 
tried this approach; it has been a dismal failure. And ifyou don't 
believe me, I have ('\-liO \I,.'ords for you: Smoot~Hawlcy. 

The scan.."Crows arc also dangcrously pessimistic. Their 
philosophy assumes that American workers and American comp<Ulies 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 anxieties in 
the short~term, but it stifles progress in the long-term. We know 
that prosperity in the new economy depends on innovations. 1be 
scarecrows offt;r onty a prescription for stagnation. You have to have 
a hean, but you also have to use your head. 

Now, if you don't like that strnwman, here's another one. 
Remember the tin man. The tin men have a cold, calculating bead on 
the facts and figures and theories that measure the rise and fall of 
markets, and the latest currency exchange rates. They arc intimately 
familiar with the metal and plastic and silicon from which oW' new 
technologies arc made. Like Oscar Wilde cynics, they know the price 
of everything but the value ofnothing. l1u:se lin men do appear to 
have a well developed intellect, but they're ideas are squeaky and. 
rusty. Metallic: standards provide the answer w'l!very social problem. 
They have brains, but like the tin man of the tale, they lack a heart. 

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 
out of the W".iy. Cut taxes in half, no cut taxes by a factor of fout 
some saYl and just sit back and watch the results wash in. The 
central bclicfhcrc is that America would enjoy unimaginable 
prosperity if government merely packt..'<.i up and went home. This 
approach is flawed deeply for al. least two reasons. First, we tried 
it and it didn't work. And much of President Clinton'S economic 
policies have been directed at repairing the damage that this approach 
unleashed. In partlcular the massive quadrupled budget deficit 

Second, and more important for our purposes, this philosophy 
ignores what's new about the new economy. Bill Gates did not start 
Microsoft because Congress cut the capital gains tax, He did it 
because he had an idea and he innovated, and he worked very ham. 'l1'iC 
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 ricb and 
poor. 'nlal approach threatens to worsen the prospect of working 
people through ;l resistance to worker protections and hostility toward 
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collccti\'c bargaining. 

Some people may benefit from the heartless policies of the tin 
men, but many would not, some would suffer. That rcsul~ is morally 
unacceptable, but also economically unwise. A rising tide that lifts 
?nly some boats will eventually capsize all boats. Some of you I know 
are drawn to the tin men's approach. And I know who you arc. But, 
every 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 arc v.nting code or developing pharmace':!ticals 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 ifthesc people 
didn't have a college education. 

The tin men do certainly have brains. But, their brains could 
use a little oil to get rid of yesterday's squeak. They ignore what 
is new and offer an old prescription that has been uicd and has 
failed. You've got to usc your head, but you've also got to have a 
heart. 'Ibere 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 forv.rard. We completed a bipartisan 
budget deal that climinates, eliminates the federal budget deficit by 
the year 2002. Il 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, 
dO\Vl1sized by 300,000 positions, smaller than it has been since 
President Kennedy's administration, more flexible government with 
rapid approval by FDA of new drugs to light 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, ideas and 
infonnation is critical. We need flexible regulation and an open 
competition policy that respects the new realities of the new economy. 



We also must invest in the physical Infrastructure of the infmmatlon 
age. Connect every classroom and every lihrary to the infomlation 
superhighway. Just yesterday Wlder Chainnan Hunt's leadership, we 
took a big step in that direction with a discounted rate for schools 
and libraries, an c~ratet which will pump more than $2.2 billion per 
year in our infomtation infrastructure for the future, 

Now we must create the next generation of the Internet, with 
J,000 limes the capacity of the current Internet, and then magnify it 
another 1,000 fold and ensure that the Intentet is a duty free zone, 
In an economy powered by innovation, we must also invest heavily and 
in the rigln way in education. And OUr budget agreement makes the 
largest increase in education investment in a long, long time, head 
start, educational standards. charter schools, Hope scholarships, PeU 
grants, a ta.x credit for college tuition. the ideas of Bill Clinton. 
We can him the education president and may I say here In Seattle. the 
ideas of Patty Murray, the education Senator. 

We also need a fuJly reinvented government, aligned \\1th the 
principles of the infonnation age. A transfonnation of government to 
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 environment and make the investments 
m!ccssary to keep our air and water clean and safe. In the new 
economy, protecting the envirorunent is not a sacrifice we make by 
slowing the economy, it is a precondition for a growing economy. 

And finally, we must reject those who take the low road of 
bashing immigrants and trafficking in intolerance. In the new economy 
we must provide open opportunity for every American, because in the 
new economy, a global economy, America's racial and ethnic diversity 
is a pov!"erful economic strength, an assct that we have that is 
unmatched by any other nation in the world. We have to listen to 
America's heart Strengthen our families, nUI1urc and respect our 
values, encourage and facilitate corporate responsibility, with family 
friendly policies, health care coverage for working men and women and 
their families. And we need to protect our values against attacks 
from those forces that undermine them; like crime, drugs, broken 
homes, teen pregnancy and the barriers of intolerance and 
discrimination. Economic growth depends on a foundation of vah.lcs, 

One ofth\.! untold stories of America's extraordinary post-war 
economic growth was that at every layer ofsociety people shared a 
preexisting SCI of values. People were ready for work on day-one, 
with a certain constellation ofshared beliefs, 1bat'is equally 
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important ill the new economy. Indeed, it may be the most crucial 
intangible upon which our prosperity depends, Smart people arc [lot 
enough, we need people with good brains and open hearts. Measures 
like character education tUld community policing arc not only tbe right 
uling to do, they're the smart thing to do to ensure dtJt the new 
economy develops. 

Well, this truly is an exhilarating time. GovcnUllcnt must 
transfonn in order to aid the transformation of tile liew economy. It 
mmH understand the potency of the infonnation revolution and 
comprcLcnd the globalization ofjust about everything we do. It must 
also resist the temptation to either throw up walls Of throw its hands 
and to declare either that we cml't compete or that we shouldn't care. 
In the neW economy, we need brains, we need heart, and we nccd each 
other. 

Thank you vcry much. 

END 
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