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PROCEEDI NGS

MS. REMALEY: -- Washington on this chili day.

| do want to nmention that we have several of
t he menbers on the phone as well, and so they will be
joining us fromabove. But they do have the
opportunity to intervene during the session as they
feel fit.

So wel cone, everyone. G ad to have you on the
phone as wel | .

Just a few admnistrative itens before we
begin. | just want to nention we do have a break this
norning at 10:30. But if you need to | eave before

then, there are restroons right out the front of the

hal | here.

We also will be taking sone tine for public
comments |later today. | do want to nention that we did
receive one on the internet. So those who are watching

t he webcast, you can see that on the NTIA website.

We al so have the agenda posted today on the
website as well as the report fromthe group for those
who are watchi ng online.

| do want to thank the board for all of your
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tremendous work over the |ast several nonths. W're
very excited about the report that was produced, and we
| ook forward to discussing that today.

And with that, I will pass it over to our two
co-chairs, Zoe Baird and Mtchell Baker.

Thank you.

MS. BAIRD: Thanks, Evelyn.

The first thing I'd like to do is to thank
Evelyn and Alan for the commtnent and intelligence and
energy they've brought to this effort. So thank you
very much on behalf of all of ny colleagues. 1It's been
a privilege working with you, and we | ook forward to
conti nui ng the work.

| also want to acknow edge the Secretary and
t hank Secretary Pritzker for establishing this group,
for understanding the inportance of these issues and
the potential that a thoughtful group like this m ght
bring to hel ping the governnent understand its role in
addressing them And her | eadership of the Departnent
in these years has been extraordinary. And we thank
you very nuch for --

MS. PRI TZKER: Thank you, Zoe.
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MS. BAIRD: -- all you've done.

Since the election, |I've spoken with many of
you. And the thene that has conme through repeatedly is
the sense of the really yawni ng gap between public
under st andi ng of what's happening in the digital
economy and actions that can be taken by the public and
private sectors and the feeling of so many peopl e who
are uneasy about what it nmeans for them personally.

The issues we've been tal ki ng about were not
part of the election conversation, and yet we know t hat
the great challenge of our tine is to nmake everyone
have opportunity in this digital econony and feel
included in that it is working for them And this
digital revolution has really upended people's sense of
direction and opportunity.

We're in this tremendous transformati on where
digital technology is inpacting everything. MKinsey
did a study -- MKinsey Gobal Institute did a study
recently that found that 6 mllion mddle-skill jobs
wer e di spl aced due to automation in 2007 to 2015, a job
di spl acenent rate which they projected to doubl e by

2025.
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We al so know at the same tine that the m ddle-
skill jobs that require digital skills are grow ng two
and a half times nore rapidly than the m ddl e-skil
j obs for those without a college diplom that don't
have di gital conponents.

We in our work have seen good-paying jobs in
growt h areas and heal thcare and information technol ogy
and advanced manufacturing that require skillsets that
people have little opportunity to develop or don't know
where to turn to devel op those skill sets.

And enpl oyers are finding it very difficult to
fill these positions. |If you look at the tinme to fil
jobs, they are really quite extended in these m ddl e-
skill jobs, meaning that they can't find people with
the skillsets that they need for these grow ng jobs.

And for Anmerican businesses, the digital
econony has been equally disruptive. Large businesses
are capitalizing on the disruption and becom ng digital
enterprises, and digital businesses are growi ng two and
a half tinmes the rate of nondigital businesses. But
smal | and nedi um si ze busi nesses have not had the sane

capacity or understanding to grow in this econony. And
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smal | and nedi um size enterprises are responsible for
66 percent of all net new jobs.

So it is critical that we address these gaps,
t hat we address people's uncertainty about where they
can get the skills they need, that we address the need
for small and medi um size enterprises to becone part of
the digital econony.

And this board has very nuch recogni zed the
i nportance of those issues and the potential that the
Departnment of Commerce can play in addressing them W
have | ooked at the small and nmedi um size enterprise
i ssue, for exanple, and said that these businesses can
become mcro nultinationals using the internet to sel
goods and services to not only around the country, but
i nternationally.

We've | ooked at the potential for training for
Americans and the skills that are needed in this
econonmy and have found that there is the capacity to
gi ve people rapid and affordable training. And that
needs focus and devel opnent.

We've al so | ooked at the fundanental questions

of how do you neasure these changes in the digital
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econony. How do we understand that econony so that we
can nmake good policy and busi nesses and individuals can
address the chall enges nore effectively?

So we wll talk about all these issues today.

| want to thank my col | eagues for
extraordinary diligent work. This has been a really
comm tted group of people. W said to people at the
begi nni ng you're not here because of your current
position; you' re here because you do your own work.
And the board has really proven that out.

And in particular, the chairs of the working
groups, | want to thank you very nuch -- Brad Smth,
Janes Manyi ka, and Bill Ruh -- because you have been
great |l eaders for this group. And the people sitting
around the room the staff that has put in so nuch tinme
and effort as a coonmtnment to their country, not
because we have in any way been able to adequately
recogni ze their efforts. So we really thank you.

We have some reconmendati ons we're sharing
today with the Secretary and with the public. Those
recommendati ons, we think, provide |everage points to

unl ock shared prosperity. And | |ook forward very mnuch
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to ny col |l eagues' conversation.
Thank you.
MS. BAKER: Well, I'Il do ny best not to
duplicate Zoe. But | will add my voice of thanks to

the board, to the working chair |eaders, and to the
staff as well. In text speak, as we would say, plus
one to those things.

And al so, in particular, thank you to the
Secretary for formng the group. | think the time is
really right for such a group. The digital econony,
you know, is here now but unevenly distributed and
poorly understood. And it's here in a global setting
where international activities and regul ati ons and
under st andi ngs and cul tures have not caught up, are
trying to react, and trying to respond.

And so we have issues of the global econony in
the United States and increasingly awkward, too
difficult, to deal with those wi thout an international
setting as well.

And so in that environnent, the devel opi ng of
a shared understandi ng between the private sector,

civil society, governnent, and international
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organi zations and settings is particularly inportant.
And | have seen that this board was an opportunity when
formed and al so has been exercising its abilities, as
Zoe said, in areally active way to try and build, in
this case, an understandi ng of sone of the issues and
sone of the approaches which | ook nost positive for
t hose t hings.

And this conbination of governnment and private
enterprise and civil society will be necessary, |
t hi nk, for any healthy progress on these things. And
so it's been a really fruitful beginning to such an
effort.

And with that, 1'lIl just -- | think I'll stop
there and |l et us get on to the substance.

MS. PRI TZKER: Terrific. Well, thank you al
very much

First of all, welcome to the final neeting of
2016 of the Digital Econony Board of Advisors. You al
have done an amazing job in a very short period of
time. And without, as Mtchell and Zoe said, your
personal engagenent and that of the key staff nenbers

that you all have included here, we wouldn't have such
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a rich report in such a short period. So thank you
very rmuch.

Zoe and Mtchell, | could not be nore grateful
to the two of you for leading this effort. Your
expertise, your energy, your commitment, and your
unbri dl ed ent husiasm for engaging on -- in this has
been nuch appreci at ed.

What you' ve done as a group is to, you know,
raise, confront, and really address what's fundanent al
to the future econom c success for the country. And I
-- this is just a very, as you said, Mtchell -- and I
wrote these words down -- you know, the digital econony
is here, but it's unevenly distributed and
m sunderstood. And | think that that is a really
i nportant statenment that kind of leads to all the
recommendations that you all have produced.

Each of you with this report and with your
statement, Mtchell, have really underscored the fact
that the digital econony is essential to generating
opportunity and prosperity for our country in the
future.

And as -- Zoe, as you nentioned, you know, |
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think in the nonths since we | ast net personally
t oget her, anxiety over how technol ogy is transform ng
our econony is grow ng and has really pervaded Anmerican
politics, and we can't ignore that. But it's also nore
than politics. |It's pervading people's lives and the
perception of their opportunities and futures. And we
need to step in.

Qur challenge as a group of business | eaders,
academ cs, policymkers is really how do we hel p our
people adjust to that world where technology is
changing fast. [It's changing the very nature of work.
But we al so have to support the digital econony because
it's really critical to our increased econom c growh,
to innovation, to strengthening Anerican
conpetitiveness.

And our team has -- led by Larry Strickling
and Al an Davi dson and Evel yn, have devel oped the first
ever, you know, digital econony agenda that's been
focused on four key priorities. One is pronoting a
free and open internet, which |I'll get back to in a
m nute. The second is protecting digital security and

private; third, expandi ng broadband access and maki ng
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sure that we have a workforce trained to deal with the
digital econony; and finally, supporting energing
t echnol ogi es.

Your report really dives into what are the
next steps of us really taking that agenda and maki ng
it nore -- you know, and being nore effective. And you
know, that's really exactly what we were hoping for,
and it really lays out a blueprint for the next
adm ni stration, which is really critical

"Il just make a conment about the free and
open internet. A whole digital econony depends on this
assunption that we have a free and open internet.

We've got to stay focused globally on that issue. And
it's not something to be taken for granted, which is
really inportant.

We've made a |l ot of progress. | just want to
tal k about whether it's from successfully conpleting
the 1ANA transition to the recent rel ease of the
president's conm ssion on enhanci ng nati onal
cybersecurity report. That's a critical report -- - -
and one that | eaves a blueprint for the next

adm ni strati on about both the public sector and private
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sector's approach to cybersecurity going forward and
the fact that the public sector and private sector have
to partner to address this extraordinary threat not
just to our econony, but to our national security.

We've al so nmade progress from |l aying, you
know, 115,000 m |l es of high-speed internet
infrastructure to standing up a stakehol der-|ed process
focused on the Internet of Things. And as it relates
to infrastructure and as we tal k about future
infrastructure, we nust make sure -- and this commttee
has an inportant role to play in nmaking sure that
infrastructure investnment is digit -- includes -- and
is focused on the digital infrastructure that we need
that's critical to our staying.

It's just a fundanental foundation not just to
our econony, but to the well being for our people and
for the ability of the Americans as citizens and as
i ndividuals to be able to stay connect ed.

At Commrerce, we've taken significant steps to
ensure that future secretaries have the tools to engage
with the private sector and ot her |eading thinkers --

yoursel ves and others -- on key issues |ike the digital
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econony. And you have a really critical role to play
as a board in making sure that it's -- that's well
understood. You're an inmportant part of the bridge to
a new adm ni stration.

You know, this country does peacef ul
transition of power better than any other country in
the world. But don't underestimate it takes a | ot of
effort, and you have an inportant role to play as it
relates to the digital econony both with the Depart nent
of Commerce as well as with the White House because our
efforts are really just at the beginning. As you al
have pointed out, we've made progress, but it's -- we
have a lot to do going forward.

A couple of things as we go forward that |
want to just focus on before closing. First is that
it's -- we expect the Departnent of Comrerce to
continue to play a |l eadership role on digital econony
i ssues both within the U. S. governnent, but al so around
the world. And it's very inportant that we have a seat
at the policy-nmaking table alongside those representing
nati onal security issues.

When you think about the issues that are
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facing the growth and breadth of a digital econony,
there are national security issues, but there are
really significant economc issues. And it's inportant
that that is well understood.

And your guidance and your advice to the
Departnment and to the next adm nistration are really
i mportant as individuals begin to think about the
breadth and scope of what they're facing as it rel ates
not just to the digital econony, but, frankly, to the
threats to our digital infrastructure, which is on the
front page of all of our papers right now

The other thing that | would say is, you know,
as you've considered the issues that we're facing --
whet her it's cybersecurity threats, which are rising;
or privacy, which is being upended; automation and
gl obal i zati on, which are changing the nature of work
for people and disrupting entire industries -- | think

t he wor ki ng groups that you've created about, you know,

what are the netrics that we should be -- what shoul d
we be nmeasuring in the digital econony, | think, is
terrific.

And you've laid out, really, sone inportant
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recommendations that are -- the Departnment is in a
position to actually execute on if we -- you know,

bri ngi ng together various parts of the Departnent.
Pushing that, | think, is really critical.

You focused on how should the governnent
i ndustry and the private sector work together to help
Ameri cans succeed in the new econonmy. What's the
training? Wat are the skills? How do we do this nore
efficiently and effectively throughout our various
trai ni ng nechani snms and educati on nechani snms? | think
that's spot on as an issue.

And then how can the digital platforms help
smal |l er enterprises, for profit and nonprofit, thrive
and grow and i nnovate.

But al so, as you said, Zoe, create jobs is
really critical

So |l really |ook forward to the di scussion.
And as you all know, I'"'m-- |'ve always cared a | ot
about translating recommendations into tangible policy
and outcones. And that's why it's so inportant that we
have nenbers fromthe Departnent's professional, you

know, and career teans so that we can make sure fol ks
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i ke Evelyn or John Morris (ph) or other who are here

and others who will join us later will carry forward
this work.

So I'"lI'l -- let me just close by saying thank
you. Thank you for your service to the country. It's

-- thisis areally critical set of issues, and you al
are really inportant | eaders. You have |ots on your

pl ates otherw se, and the fact that you're spending
your time to do this is really an inportant service to
the country and greatly appreciated. So thank you.
This is not a report that will gather dust on our

shel ves.

So the other thing I want to assure you beside
that is also that we will -- your work will be part of
the work going forward at many different parts of the
Departnment -- the Bureau of Econom c Analysis, which I
mentioned earlier; the National Tel ecommunications and
I nformati on Adm ni stration; National Institute of
St andards and Technol ogy. They will take up your
issues as it relates to quantifying and assessing the
di gital econony.

Qur Skills for Business teamis -- which is
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focused on hel ping prepare workers for the 21st
century, they're going to take up your recomrendati ons
about workforce and work with the National Econom c

Counci| and the Departnent of Labor so that these are

not left -- issues left sinply at the Departnent.

And NTIA will also benefit fromthis platforns
report that you put out, and that'll informtheir work
on local -- data localization, cross-border data fl ows,

cyber-physi cal systens, and al so how we train our
digital attaches -- that'll, you know -- through our
I nternational Trade Adm ni stration.

So ny point sinply being is your work touches
very much significant parts of the Departnment as well
as other parts of the inter-agency, and we wll make
sure that it -- this is not just stuck with us, but

al so well understood at the career |level at the inter-

agency so that the work is -- goes forward.
But | look forward to our conversations. And
t hank you very much for including ne and -- at this

meeting at the end of the year.
MS. BAIRD: Thank you very nuch.

The work of the board, as we've nentioned, was
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done t hrough working groups. But the reports of the
wor ki ng groups were discussed with and consi dered by
the full nmenbership and are the product of the
membership as a whole. And so as we get into a
di scussion with the Secretary of these issues, they --
conversation will be led by our working group chairs.

And I'd like to turn to Brad Smth to start
t hat .

MR SMTH Geat. WelIl, thank you.

| have the pleasure of |eading one of the
wor ki ng groups. And our group focused on the future of
jobs and work in the digital economy. | was joined by
Zoe, who is a nenber of the working group, as well as
Davi d Cohen, QG sin Hanrahan, and M ndy G ossman. W
definitely benefitted fromthe help of the folks at the
conmer ce departnent -- Al an, Evelyn, Louise (ph),
ot hers.

And | have to say, Secretary Pritzker, when
you asked us to take on this assignnent, | certainly
woul d say | had no idea what an incredible opportunity
you were giving to us to | earn about what | think is

one of the defining issues perhaps not just of this
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year, but, you know, of our generation.

And so we enbarked this sumrer on, |I'Il say,
tour of the country by tel ephone as we organi zed a
series of conference calls to |learn from people who
each knew, you know, quite a bit about the issues that
we needed to address. We talked to people at a conpany
i ke Manpower, which of course had its finger on the
pul se of nmuch of this; people at AT&T who were
innovating in ways to train workers; the Markle
Foundati on; Linkedln; the Aspen Institute; business
| eaders in Col orado; the MKinsey 3 obal Institute.
Everyone was willing to talk to us.

"Il say a few words about the report, and
we'll really then have a conversation anong the five of
us about it.

But before that, | wanted to share sonething
that was really Zoe's inspiration. A few weeks ago,
she said why don't we produce a short video that really
captures what we have cone to focus on. So it's about
a two-m nute video, and we'll take a | ook at it now.

(Video playing.)

MR SMTH |I'mtenpted to just stop now.

a

www.Capital ReportingCompany.com
202-857-3376




10

11

12

13

14

15

16

17

18

19

20

21

22

Digital Economy Board of Advisors Meeting December 15, 2016

Page 23
(Laughter.)
MR. SMTH: But | think that the video
captures well, in my view, that we're living in a tinme

of both great chall enge, but also great opportunity.
And | think that's what we canme away appreciating.

Jobs and work are changing dramatically.
Digital technol ogies are creating the need for new
skills, even at the same tinme that they automate sone
ol der skills.

Peopl e are working in new ways. The MKi nsey
G obal Institute cane out with a study over the |ast
coupl e of nonths that now shows that between 54 and 68
mllion Americans are working part tinme, typically not
as their primary job, but as a secondary source of
income. And so naturally, as people are working in new
ways and they're needing to learn new skills, people
are connecting with jobs in new ways as well.

So in short, as you see in our report, we
focused on a few key issues that energed fromall of
this. How do we actually neasure what's going on in
t he econony? And what can the conmerce departnment do

and continue to do as it has been recently been
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i nnovating to neasure nore accurately what's happeni ng?

How do we equip our young people with the
skills they will need for success, especially at a
post - secondary | evel ? How do we equip everybody el se
in the popul ati on, people of all ages so they can
successfully acquire new skills throughout their lives
and connect with new careers and new jobs?

VWhat does this mean for our |abor |aws, |abor
| aws that were very nmuch written with a 20th century
econonmy in mnd, a sense that everybody was either an
enpl oyee or an i ndependent contractor but there was no
other alternative that existed in the workforce?

What does it nean for people's benefits as
they nove not only fromjob to job but may hold
mul ti ple jobs sinmultaneously?

And what does it nean for the social safety
net, a safety net that, in many ways, has rested on
the, in part, contributions that enployers nake on
behal f of enpl oyees?

And per haps nost fundanentally, given the
nature of our work, what does it nean for the

Department of Commerce?
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As you see in our report, it all nmeans a |ot.
There's a |l ot of opportunity in each of these areas.
And | think the best way for us to sort of explore that
and share with you what we learned is to tal k together
about it.

So | thought I would throw out a few questions
and others on the panel I'mcounting on to junp in.

And to begin with, | think one of the things that made
our panel interesting and successful is the five of us
brought different perspectives fromour day jobs, so to
speak. We all work with enployees in different
contexts. We work with either custoners or people that
we're serving in various ways.

You know, so we're seeing this change in jobs
and work unfold. And I'd love to start by opening it
up to the others on the panel to just reflect a bit on
t he kinds of changes to jobs and work we're seeing.

M ndy, go ahead.

M5. GROSSMAN: Hi. Thanks for that. It was a
great experience and great work. And thanks to
everyone invol ved.

You know, we've seen such a dramatic shift in

www.Capital ReportingCompany.com
202-857-3376



10

11

12

13

14

15

16

17

18

19

20

21

22

Digital Economy Board of Advisors Meeting December 15, 2016

Page 26
the changes to jobs and work just over the |ast nunber
of years. In our conpany al one, 55 percent of our
busi ness is now transacted through a digital platform
25 percent of that through a nobile platform So it's
created a dramatic shift in the type of jobs, the
conpetition for talent, particularly in areas |ike data
anal ytics, information technol ogy but, nost
inportantly, digital and nobile fluency throughout.

And if you look at retail in general with one
in four jobs in the United States being retail, the
growth, which is really comng fromdigital conmerce,
is requiring a major shift in needs and conpetenci es.
But nost inportant, the consuner behavi or demands are
critical because they are requiring digital fluency
from brands and busi nesses. And we have to deliver on
t hose expectations just to conpete -- not just to
conpete with each other, but to conpete as an econony.

And then the last really major change is,
generationally, there's been nuch nore demand for
flexibility and being digitally connected through
technol ogy. So our work-at-honme jobs, nore flexibility

is definitely a significant trend.
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So it's critical for our business. And right
now, in certain of these areas |ike data anal ytics or
pure digital conpetency, there's not enough talent for
all of us to even be able to fill those jobs. So it's
going to be critical going forward.

MR. SM TH:  Davi d?

MR. COHEN: So in the Contast-NBC Universal
worl d, as we work through this report as -- listen to
your sunmmary, watch the video, we're sort of a
m crocosm of America. See, everything that we've
tal ked about in this report we're experiencing.

So | start with the -- not the di sappearance,
but the beginning elimnation of |ower-level, entry-
| evel jobs. They just don't exist anynore. | nean, in
our case, you know, entry-level technician or cal
center jobs where, you know, a technician, you didn't
need a -- basically, you had a high school degree.

That was all you needed because you showed up at a
house, you drilled a hole in the wall, you ran coax
cabl e through the whole, and you plugged it in the back
of the TV. That was a technician job.

And those jobs are all but disappearing.
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They've -- our |ower-Ilevel jobs have beconme those
m ddl e-skill jobs. So it's part of the contribution of
growth of that. But even those jobs are not grow ng at
the same proportion as job growth at the conpany is
because there's so nuch technol ogy being used now and
so much of a premum Quite frankly, people are busy,
and they woul d nuch rather order our service online,
get a package in the mail, and plug it in thensel ves.

So we're seeing in the bulk of our traditional
enpl oynent the near di sappearance of original |ow
skill, entry-level jobs. Those jobs are now m ddl e-
skill jobs, require a lot nore training, certainly
require nore than a high school degree, don't
necessarily require a college degree. So go to that
point that there are pathways to getting those skills
that do not necessarily require a four-year coll ege
degr ee.

Bi ggest growth in jobs at our conpany have
been in higher-skill, tech-related jobs, engineering
jobs. That's where the growth is occurring.

Many of you have -- if you've been through

Phi | adel phia, you see we're building a new mIlion-and-
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a- hal f-square-foot office building. As |I like to say,
it's going to be 1.5 mllion square feet of office
space with no offices. It's entirely for a technol ogy
wor kf orce. There will be 4,500 people who nove into
t hat buil ding, basically none of whom were enpl oyed
three years ago.

So that's your -- | nmean, one city, that's our
growth. And those are ultimtely nuch higher-skil
j obs. Most of those jobs are above the m ddl e-skil
environment. And it just shows the premumin this
di gital econony on higher-skill engineering, software
devel oper, app devel oper, talent and technol ogy.

And as M ndy just said -- and Brad, as you
previewed -- and then the video said -- the conpetition
for talent in that space is brutal in the United
States. It is a -- there continues to be a real skills
m smat ch between the demand and the technical and
digital econony for enployees with those job skills and
t he avail abl e source.

And the last thing I'll say because we're,

li ke many of us in this room on both sides of the

table. We're not only enploying people directly, but
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we are also hel ping to enable the digital econony
t hrough infrastructure, broadband and the -- and maki ng
avai l able the tools for people that develop the skills
to be able to function in this digital econony not at
Concast or NBC Universal, but at every conpany in the
country.

And | do think that a sort of underappreciated
element is the extent of digital illiteracy in the
United States and the inmportance of digital literacy
toward driving home broadband adoption, ultimtely,
basic digital literacy skills, basic digital
conpetence. And that's a big focus for our conpany not
only, again, for our business, but it's a big focus for
how we think we have to play a part in making sure that
we are helping to train a digitally literate workforce
that can fill those mddle-skill jobs that are becom ng

more and nore inportant in a digital econony every

year.
MR. SMTH: Why don't | turn to the next --

oh, sorry. Did -- do you have a question, Secretary?
MS. PRI TZKER: | have just a quick question.

G ven you're going to hire or you're -- as you said,
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you're building a building that will be full of 4,500

workers that didn't work for you three years ago, are

you -- and given that -- you know, one of the biggest
challenges | see is education is local. |It's not
national. We don't have national directives.

And so how -- if you think about addressing

this workforce training challenge, there's sort of the
transition of jobs, the continuous |learning part. And
then there's the com ng up through m ddl e school, high
school, and that path of hel ping someone onboard into
careers.

And how are you thinking about the engagenent
with, you know, |ocal schools to -- | nean, you just
said it's underappreciated the extent of digital
literacy and conpetence.

MR. COHEN. Digital illiteracy.

MS. PRITZKER: Illiteracy. Uh-oh again.

MR. COHEN: Yeah, it's

MS. PRI TZKER: That whole ill thing --
illiteracy and | ack of conpetence -- exactly.

And so you know, it needs to start a | ot

younger than ...
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MR. COHEN:. Right. Yeah. So we did talk
about this in the report. And we -- nature of this
work can't fully flush out everything. | viewthis --
and we didn't get deep enough, so I'mreally speaking
for nyself in making this comment.

| think part of that really critical question
goes to the relative roles of governnment and the
private sector in how we address these issues. And | -
- there will be |lots of exceptions to what |I'm about to
say.

But in a rough justice sort of way, | think
t he biggest role of government needs to be to help
create a -- an elenentary secondary educati on system
that is keeping kids in school, that is graduating
them that is preparing them for sonething post-
secondary school, whether it's technical training,
techni cal school, or coll ege.

And frankly, if we can get our talent with a
basic | evel and, particularly, in this engineering
space -- a basic level of STEMrelated skills, it
becomes our obligation to train them for what our needs

are in our conpany. And in a rough justice sort of
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way, | think that helps to create the dividing |ine.

As a large private sector conpany, this is
true for -- | nean, it's true for AT&T. It's true for
M crosoft, you know. But everyone's efforts here, we
spent a lot of work working in partnership with our
| ocal educational -- our schools, our local colleges
and universities to make -- to hel p guide | ocal
curriculum what is necessary.

We just announced | ast week a form of
apprenticeship programw th the Phil adel phia public
schools that, essentially, is taking kids in the public
schools and giving themtraining in cable and high-
speed data-related skills, capable of working in our
conmpany. And we're starting with a pilot program of 25
kids, and it's our goal to be able to hire all 25 of
t hose ki ds when they graduate high school.

So that's -- | nean, that's how we blur the
lines after | just set forth sonme basic --

M5. PRITZKER: So | think -- you know, for --
as you go forward, there's nuch to do to make sure that
the current recommendations -- and |'m always | oathe to

add to the scope. But | think help -- I think this
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guestion of the role where does -- you know, Kkind of
clearly governnent in the mddle and the private
sector.

You know, we've tried to be focused on, you
know, business-led, job-driven training as an
adm ni stration. But helping to clarify -- then al so,
what's the role, for exanple -- the Departnment of Labor
and Departnent of Ed. have worked really closely -- |
mean Departnent of Labor and Departnment of Commerce
have worked really closely on this skills question.

But we don't have nmuch |linkage in with the Departnment
of Ed. That hasn't been the current --

MR. COHEN:  Mm hmm

MS. PRITZKER: -- admi nistration. That just
didn't happen.

And so ny -- | -- one question | would ask as
you lay this out may be to think about kind of what are
sone of the basic digital literacy and things |ike that
that needs to be part of a basic education so that that
beconmes nmore and nore a foundation on which we're
buil ding the future of work and skills devel opnent

because | -- I'"'mnot sure that's clear
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MR. SMTH. Yeah, no. [It's a great question.
It's actually very nmuch of the heart of where we think
this needs to go. So we're all sort of thinking alike.

And Zoe, you m ght want to comment because
you' ve been directly involved in a |ot of these
interesting sort of cutting-edge questions in Col orado
and el sewhere.

MS. BAIRD: Sure. |'m happy to junp in.

| think the group as a whol e has concl uded
that the commerce departnment can play a real |eadership
role in having the various agencies of the federal
governnent understand how the federal government can
contribute to this, that if comrerce with its
representation of business interest and its deep
under st andi ng of business can help reveal the skills
needed for jobs -- and the | abor departnment does a | ot
of this. But the |abor departnent does it in a
conprehensi ve way as opposed to focus on the growh
j obs that the econony needs and the jobs where
busi nesses are having a difficult time filling
positions or creating the workforce that they need.

Commerce can really help drive this agenda,
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can help drive the agenda to have busi nesses take the
lead in working with educational institutions.

One of the things that we've focused on in the
wor ki ng group and that we focus on at Markle, too, is
t hi s whol e question of these are i medi ate needs both
of the Anmericans in the workforce and they're i medi ate
needs for businesses.

So while the K-to-12 systemis an inportant
i ssue, we have so nuch opportunity to train and retrain
people. And people will need to train and retrain
t hroughout the course of their career, as we said in
t he vi deo.

So there is a tremendous need for businesses
to work in real time with local officials as well as
federal officials for -- to collaborate on training
prograns, whether it be apprentices or the work that
Dave is doing in his conpany working in | ocal
communities to hel p people nove into rapid training
progranms not only in the conpany, but boot canps and
ot her kinds of tech training prograns that are rapid
and affordable; the work Mcrosoft's doing in hel ping

vets re-credential the things they' ve --
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MR. SM TH: MM hmm

M5. BAIRD: -- learned to be readable and
under st andabl e for private sector jobs and other work
that Mcrosoft's doing with training prograns in areas
of high demand t hroughout the econony.

So | think we feel that Commerce really can
take a lead in helping the federal government as a
whol e both rai se awareness of critical steps that can
be taken, focus on the immedi ate needs and
opportunities for the workforce, and to enable
conpani es to grow and job growth.

And that -- there's a data elenent of this
that's also inportant to create the proof points and to
have people see that inconmes are growi ng through these
j obs.

MR. SMTH. Yeah. Mtchell, it |ooked |like
you wanted to ask her -- say sonething.

MS. BAKER: Yes, thank you.

So Mbzilla also runs digital literacy
canmpaigns. And I'mthinking in the pre-apprenticeship,
i ke younger children.

And we have -- you know, as an addition, found
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that, often, informal education is very effective. |If
you can get the kids at the things that they |ove
doi ng, whether it's story-telling or video -- and in an
informal, sonmetinmes it's after-school prograns where we
work with, you know, public libraries and nuseuns.

And so in addition to the classic STEM
education, and particularly for people who | earn best
by doing, there is a -- | would alnost call it nore
communi ty- based, grass roots, but distributed nature of
actually learning technol ogy so that you're interested
and engaged in sonme of the apprenticeship prograns and
in nmoving forward.

And so | do hope that there is a role where
the idea of digital econony and | ong-termjobs can be
connected both to formal education, but also to the

informal |earning that's necessary and confort with

exploring digital elenments, which will always be true
because you're training now. You'll need to keep doing
it for your -- the -- for the rest of your life.

And so | think there may be a | eadership role
inrolling informal training prograns -- or informal

| earning prograns with training prograns connected to
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education. That is all tied up in the digital econony
and which currently, | think, does not have a hone.

MS. PRI TZKER: | guess what -- part of what
|'"msaying is, is that it's clear that if you think
about actually inplenenting this, it requires an inter-
agency effort --

MR. SMTH |t does.

MS. PRI TZKER: -- both inter-agency within the
Departnment of Commerce and then inter-departnental
i nner-agency efforts with Departnent of Ed., Departnent
of Labor.

There's not really -- there's a form
mechani sm that got created at the Departnment of Labor,
but | don't think it's as conprehensive. | don't know.

Davi d Langdon, maybe you know better because
you work on that, too.

But | think -- if you think about the next
adm ni stration, their opportunity to really dig in on
this and really nmake a step function change difference,
| think making sure that the right inner-agency
structure exists on the future of work to tackle the

various levels of it and various streans.
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There's a big part for the Departnent of
Comrerce to play, representing the business and
representing the needs and representing the kind of
education. But the actual inplenentation throughout
the systemis going to require DOL and DOE

And | think figuring out exactly to make sure
that we got that agenda set up and that mechani sm and
oversi ght, perhaps, out of the White House --

MR. SM TH:  Yeah

MS5. PRITZKER: -- m ght be sonething you m ght
want to think about as you refine the recommendati ons
or add to them

MR SMTH. No, that's helpful. | want to ask
O sin to speak to one other thing before we run out of
time. But before | do that, | do just want to know,
bui | di ng on our suggesti on.

I think we all felt that the kind of
i nnovation that is going to be needed to really change
the dynamc in the econony will require, as you point
out, greater coll aboration between the public and
private sectors, greater coll aboration across the

federal governnent, and greater collaboration between
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the federal government and state and | ocal governnments.
And it's then going to require innovation in all of
t hese spaces as well.

The one other thing I -- we should just spend
a noment on is just sort of the other -- some of the
ot her aspects we called out in the report, questions
around | abor | aw, benefits, safety net, and the I|ike.

O sin, do you want to --

MR. HANRAHAN:  Sure.

MR SMTH. -- on that?

MR. HANRAHAN: Thanks, Brad.

So | can give the conpany perspective that
we' ve got, which is four years ago we tried to change
how peopl e buy honme services. So you think about every
service you need inside your home from hone cl eaners,
handyman, plunbers, electricians. And we thought we
could figure out how people could better buy and sel
t hose servi ces.

And over the last four years, we've had about
2 mllion people apply to work on the handy platform as
cl eaners or handynmen and pl unbers, and we've all owed

about 80, 000 people to earn noney on the platform

www.Capital ReportingCompany.com
202-857-3376




10

11

12

13

14

15

16

17

18

19

20

21

22

Digital Economy Board of Advisors Meeting December 15, 2016

Page 42

And the thing that we've | earned nore than
anything else is the notivation for why they're
choosing to work on handy and why they're choosing to
wor k on whether it's Uber or Lyft or Instacart is the
flexibility that they can worknmen in these platforns.

So about 80 percent of the people work 20
hours a week or less, 50 percent 10 hours a week or
|l ess. And the reason they're choosing to work here is
the imense flexibility that this part of the econony
gi ves them

So the technol ogy that exists today has taken
away so nmuch of the coordination |ayer that people can
choose to work two, three, four hours a week at a tine
t hat works for them

And the one challenge we've got here is we're
still stuck with laws that go back to 1938 that force
us to delineate between contractors and enpl oyees. And
this touches on pretty nuch everything. It touches on
benefits. It touches on our ability to educate and
train people.

So it would be wonderful if, as platforms, we

could take on nore responsibility for upscaling our
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contractors for helping themtransition into higher
i ncome brackets. Unfortunately, we're stuck with this
| aw t hat says hey, if you give people contractor
status, they have flexibility. They also can't have
this training. They can't have benefits. They can't
have education that we could hel p provide.

So | think this is one of the significant
areas that would allow platfornms in the digital econony
to actually take on sone of the burden that we'd | ove
to take on, particularly around benefits, education,
and training, which I think actually hel ps every part
of this conversation.

MR SMTH. |'m cognizant of the fact that we
were given 30 m nutes. W' ve used 32. So we could
talk all norning about the issues in our report, and
then you' d be here all afternoon as well.

So | think we should -- I will turn things
over to all of you. So ...

MS. BAIRD: Thank you.

Let me just -- as the Secretary, if you want
to say anything el se about the -- this group's report

before we nove on to the next working group.

www.Capital ReportingCompany.com
202-857-3376




10

11

12

13

14

15

16

17

18

19

20

21

22

Digital Economy Board of Advisors Meeting December 15, 2016

Page 44

M5. PRITZKER: No, | think let's nove forward.
| could talk --

MS. BAIRD: Okay.

M5. PRITZKER: -- all day about this.

MS. BAIRD: Okay, great. Let me turn to Janes
Manyi ka and ask himto discuss the neasuring of the
econonmny.

MR. MANYI KA:  Thank you, Zoe.

Thank you, Secretary, for gathering this group
of us to work on these very, very inportant issues.

| think the way we're going to spend the tine
is I"mgoing to make sone opening remarks, and then
we'll have a conversation with Ell en about sonme of the
work that this working group conducted.

But first, I'd |ike to thank nenbers of the
wor ki ng group. This is a group that included Austin
Gool shee, Greg Becker, and Martha Tol edo (ph). And we
had t he wonderful benefit of having an incredible
support staff that worked with us to help us prepare
the work that we did and go through all the details.

And | also want to thank coll eagues at

Commer ce who nmade thensel ves avail able, in particular,
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in the agencies including BEA and NTI A and Census and
so forth because this is a very nuch a nuts-and-bolts
measur enent set of things we' re working on, and there's
no way we could have done what we're trying to
understand wi t hout their help.

| should al so point out that we al so have the
| uxury of being able to consult with many | eading
acadenm cs who have been -- work on these questions
about neasurenent and have the benefit of their counsel
and advice and ideas. And hopefully, we've properly
ki nd of incorporated that into the recomendati ons that
we' ve made.

| think an inmportant point to note before we
get into the details here is that | think, by any
nmeasure, the U S. is the nost digitized econony in the
world. But at the sane tine, by npbst neasures, the
opportunity, the potential, to take even nobre advantage
of this is even greater

So we have this incredi ble opportunity that
while the U.S. is doing incredibly well, there's even
nore that we could be doing to benefit the econony, to

benefit conpani es and busi nesses as well as individuals
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in the econony.

It is also the case, based on the work that
many of us have done, that while the digital econony is
here and rapid and, | think, as Zoe pointed out in the
opening, it is very unevenly distributed. And you can
see this at all levels, whether you | ook at the |evel
of how digitized sectors are, how digitized conpani es
are, how digitized small businesses are, and al so the
extent to which househol ds and individuals and
consunmers are benefitting fromthe inpacts and
potential of digitization. There's such w de disparity
across all of that.

And that's one of the reasons why this working
group, in particular, wanted to focus on this issue of
how do we properly neasure this because it's been
established many tinmes over that when conpani es and
sectors and individuals and househol d take advantage of
digital technol ogy, they derive incredible benefits in
ternms of productivity, growth, and, of its workers,
growth in their wages. So all the benefits are clear.
So we want to nmake sure that every part of the econony

can fully benefit fromthis.
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So with that, we're going to have a bit of a
conversation with Ellen. And let ne invite Ellen to
make sonme opening remarks, and we'll have a
conversation about the working group's recomrendati ons.

MS. REMALEY: If | could, before we begin, |
would just like to introduce Ellen, actually.

Ellen, we're so glad that you were able to
join us today.

El l en Cromm ck-Hughes is the chief econom st
for the Departnment of Commerce. And we wanted to have
her cone today because the group -- the -- this working
group has really | ooked at things that are close to
Ellen's heart and that she's worked on at Conmerce.

So we're so glad that you could take the tinme
and join us. And we |look forward to this interaction.

Thank you.

MS. HUGHES- CROMW CK: Evel yn, thank you.

James, great introduction.

And | just can't thank all of you enough for
all the contributions. | nean, we are data geeks.

This is such a passionate issue for econom st.

And | think the report recomrendati ons are
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absolutely right on. | nean, they are in the | ane that
will, in delivery, generate so nmuch of a contribution

in ternms of how we understand and neasure the digital
econony.

| thought 1'd just spend a couple of mnutes
tal king to you about what we're actually doing. W' ve
made progress under the Secretary's | eadership and the
data pillar in the strategic plan.

For exanple, you've seen and hear a nention of
the satellite account that the Bureau of Econom c
Analysis is putting together to neasure the digital
econonmy. We kick-started that, thanks to Alan's
| eadership. And we've got Julie MHenry (ph), Jessica
Ni chol son here on our career staff team And if BEA
can do it, you know, this will be a nmajor step forward.

Ri ght now, the digital econony is hidden in
the GDP accounts. W don't lift it up and show people
how i nportant and how relevant it is. And they're
going to go itemby itemand bring it out so that we
can see what, in an accurate sense, how big it is.

Just to give you one exanple, we had a

wor kshop this week on productivity |ooking at all the
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digital pieces to productivity. And one, you know,
area whi ch nost people don't even look at is software -
- it sounds sinple for many of you -- is as big in our
econony as the auto sector.

We t hink about autos as being so inportant --
near and dear to ny heart, having been at Ford. But
software is big. And if we neasure the -- all the
digital conponents that are then nultiplied out of the
software sector, you know, we'll start to neasure the
econony in a nuch better way.

Secondly, we've done a | ot on the
international digital cross-border flows. And thanks
to Julia and Jessica, we've had sone nmmjor progress in
ternms of measuring what is happening in ternms of
digital goods and services. They're going back and
forth. Wiy is it so inmportant for our businesses to
grow? We have to have that unfettered flow. And that
has been a major thrust.

The third one | nention is e-commerce. And |
appreci ated the coments about the consunmer and how
inportant it is that we neasure e-commerce.

Today, in the holiday season, we've seen a
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surge in online buying in many different categories.
However, we need work to measure that better. And the
Census and BEA are on that, and we've made progress. |
think that's going to really see sonme sunlight next
year.

And then finally, in closing, you know, this
whol e puzzl e around productivity, growh, and digital
is we've got to crack the code on that. And one
incredible area of science that is noving forward at
BEA is around neasuring tech prices. | nean, it sounds
sinpl e maybe for sone of you in that space, but we have
not really measured them properly. And if we don't
measure tech prices and understand the evol ution of
those prices, we're not going to get GDP right; we're
not going to nake progress.

So we've seen working together at Commerce
wi th BEA and, in your recommendations, particularly
Recommendation 7, how inportant it is -- and |'ve heard
many of you enphasize this, especially Secretary. You
know, we've got to broaden out and nmake sure we're
capturing all the critical experts to nove this

measurenent forward. There are people at the fed
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wor ki ng on this, people at Departnent of Labor, you
know, people here within Commerce. W have to bring
t hem together to drive that plan forward.

So thank you very nuch

MR. MANYI KA:  Thank you, Ellen.

Let me give a highlight on the four areas of
recomrendati ons that we are making in this report. And
this is part of the work we've been doing since this
sumer .

The first category of recomendati ons have to
do with neasuring the extent of the digital -- of
digitization. And this is ainmed at try and understand
the extent and rates at which digitization has occurred
across sectors in the econony, different kinds of
busi nesses in the econony, but also househol ds and
individuals. So this is try and understand how far and
advanced digitization has becone.

The second area of recomendation has to do
with try and understand the effects of digitization.
And this is nostly around how conpani es and i ndivi dual s
are actually using digital technol ogi es once they have

adopted them
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So this mght include things |like to what
extent are conpani es and busi nesses using digital
technol ogies to do transactions, to interact with their
custonmers and their suppliers, how nmuch -- to what
extent are househol ds using digital technol ogies. Just
talk to managed househol d energy use and those kinds of
things. So this is try and understand the effects of
digitization.

The third area of the category or
recommendations has to do with try and understand the
i mpact of digitization. And this is where we get to
the kinds of issues that Ellen is tal king about, which
are -- also have to do with inpact on GDP grow h,

i mpact on productivity, but also here try and introduce
ot her neasures of inpact which go beyond the
traditional economc metrics.

One of the questions | think that's been up
for debate, particularly in a world in which we are al
very concerned about the uneven distributions, to
understand the effects around things |ike jobs, job
growth, job creation, but also potentially inpact and

the effects on wages. And this relates to sonme of the
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work that Brad was tal king about in the earlier working
group's recomendati ons.

And then the final area of recomendati on has
to do with trying to understand and nonitor new and
energing activities. One of the things that's -- and
for all of us who live in and around innovation
technologies is just the rapid nature of innovations
astounding. And quite often, many new activities
enmerge. And it takes -- it often takes a very long
time before we start to neasure them

So this idea is how can, you know, the
governnent, through its agencies, do a better job of
trying to anticipate and | ook ahead to energing areas
of activity. You mght think of activities including
whet her it's internet or things or the use of |inking
of digital technology to even synthetic biology data.
There's a whol e range of new areas or activities that
are enmerging that we think it's inportant to keep an
eye on.

So those are the four categories of
recomrendati on.

One of the things you will see across our
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recommendations is that we feel quite strongly just in
our working group that, in order to do this, it's going
to require innovation in three inportant areas. One is
in ternms of getting nore agencies and parts of the
governnent to work together to do this. As we found
out, clearly, Commerce -- many of the neasurenent
agencies in the U S. governnment are in Conmerce,
whether it's BEA or NTIA. But also, there are
i nportant other agencies outside of Commerce who are
going to need to cone together to sonehow work together
to put all these statistics together.

So this inter-agency coll aboration -- and |
think as the Secretary, you pointed out, maybe even
i nked to what the White House might do, we think it's
a very inportant part of connecting the dots.

A second new innovation that we think is
inportant is to begin to enploy new techni ques to
gat her the data. One of the things that have been used
and tried and tested for a very long tinme is, of
course, the use of surveys. And I think the comerce
departnent and others do an effective use of that. And

in fact, they continue to innovate in that.
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But | think there are going to be new
mechani sms to collect data and gather data that | think
t hat innovation and experinmentation is going to be
quite inportant, which leads to the third kind of
i nnovation that we think is going to be needed. And
t hese are new ki nds of partnerships and col | aborati ons
that may go beyond the governnent itself.

One of the things about the digital econony is
that nmuch of the nost interesting data when it conmes to
what's happened in digital econony is actually not in
governnent agencies. This is often in the hands of the
private sector, conpanies who are either cold face (ph)
of interacting with users and consuners and others. So
some new ki nds of innovative partnerships are going to
be quite inportant in order to do the kind of
measurenment work we're tal king about.

So that's the framework that we cane up with
in our recomrendations. | won't go through all 10
recommendations. But there are a couple that are worth
at | east highlighting because they represent new ki nds
of measurenents, perhaps, that we think are inportant.

One of the things there's always been -- the
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conmmer ce departnent's al ways done a very good job of is
measuring kind of the expenditures and assets and
infrastructure that conpanies and others typically buy
and consuners as digital technol ogy.

But innovations have now |l ed to other kinds of
assets that are quite inportant. An exanple of that is
data assets. W' ve all read and know that the
i nportance of -- a big part of digitization cones from
havi ng data assets that are quite inportant. So new
mechani sms of being able to neasure the extent in which
we are collecting and amassi ng and gather data, that's
i nportant for the econony. |It's going to be quite
i nportant.

And related -- part of that as an exanple is
the fact that we're going to need to start to neasure
the extent to which digitizations (sic) that are
allowng us to connect to physical assets. W often
see this around the Internet of Things, the fact that a
| ot of industrial equipnent, for exanple, now includes
digital conmponents. So how do we keep track and
nmeasure the extent to which that kind of digitization

i's occurring?
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So that's all in our -- an exanple in our
second reconmendati on.

Anot her exanpl e recommendation that 1'd |ike
to highlight is Recommendati on nunber 4. And this gets
at the extent to which digitization is affecting work.
We know that this is an econom c concept, this notion
of capital deepening, which really gets at the question
of the extent to which workers are enpowered with
digital tools and capabilities is an inportant part
under st andi ng how we are enabling the workforce to work
with new tools and new capabilities in a way that
benefits them and the econony.

So sone way to start to neasure a set of
| abor-rel ated and work-rel ated aspects of digitization
are quite inportant. That also includes neasuring to
understand the rate at which new kinds of digital jobs
are being created so we understand to the rate at which
the workforce is becom ng nore and nore digital. And
that's part of our fourth recomrendati on.

And then of course, an inportant
recommendation, which Ellen's already pointed to,

relates to really try and understand the connection
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bet ween digitization and GDP and productivity. And
actually, on that one, 1'd like to invite one of the
wor ki ng group nenbers, Austin Gool sbee, who's on the
line, to give sonme remarks and coments on that
particul ar point.

Austin, are you on?
MR. GOOLSBEE: Yes, I'"'mon. Can you hear ne?
MR. MANYI KA:  Yes, we can.

MR. GOOLSBEE: Ckay. Thanks.

And Madam Secretary, |'m here representing the
honme front in Chicago. It is evidently 1 degree
outside with a wind chill of mnus 17. So whatever

cold it is there, it's worse here.

On this issue of GDP and productivity
measurenent, | would just highlight two and a half
qui ck points. The first is you know many econom st, so
you'll appreciate the econom sts can't agree on this
subject. And we found that as we were goi ng through
the working group there are firmy held opinions on
both sides of the divide on the question of is the
sl owdown of productivity growth that we see in the

(i naudible - technical difficulty) of free digital
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goods that you can (inaudible - technical difficulty)
and things that have a value but are not neasured in
dollars. And is it due to digitization in conpanies,
the rise of digital (inaudible - technical difficulty)?

That's a (inaudible - technical difficulty)
guestion. The --

MR. MANYI KA:  Austin, would you m nd rew nding
a bit? For sone reason, you're dropping in and out.

MR. GOOLSBEE: ©Oh, dear. Okay. It was just
to say summary of point one was econon sts do not
agree, and there is a dispute over the question is the
observed sl owdown of productivity growth and sl owdown
of GDP growth of the | ast decade or so due to the rise
of digital goods, things that are not neasured well in
the GDP, whether it's search engi nes, social nedia,
t hi ngs that have a value to consuners but are not --
t hey don't have to nonetarily pay for them the rise of
the digital assets that Janmes nentioned and things |ike
t hat .

We sought -- | guess | would highlight with ny
ot her one and a half points the potential synergies

across the recommendati ons and within the comerce
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departnent. So by that, | mean, first, the Category 1
t hat Janes nentioned were these neasures of the usage
of digital goods and the diffusion of technol ogies,
let's call it.

A, we would like to know that all for its own
pur pose. But B, that does open, we felt, the
possibility to do studies. W could use that data to
try to figure out the question of how nuch does the use
of technol ogy affect productivity growth if we could
better neasure across industry, say, or across
different consuners. Here are the digital technol ogies
they' re using. And does that seemto be correl ated
wi th how nuch productivity has slowed down in those
i ndustries and things |like that?

And t he second, which was highlighted, |
believe, in Janes's Category 4, is noting how nuch data
is already being collected, especially in Comrerce but
in other parts of the government where if you added
sone of these categories to existing datasets, whether
it's -- there's a tinme use survey. There are consuner
expendi ture surveys of what people spend their noney

on. There are | abor datasets that, if they could be
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nmerged with sone of these digital issues, it would
really enhance our ability to answer this question
because, fundanentally, we know that the GDP accounts
of the United States were created to be a proxy neasure
of the standard of living for the U S. or for any
country in the world.

And our fear is that as the rise of things
t hat people enjoy but don't cost npbney, as that gets
more and nore inportant, the GDP, as a neasure of the
standard of living, is getting worse and worse. And
so, really, the fundanmental building block of our
econonmic policy is that data and is that concept. And
so it's quite inportant that we try to figure that out.

MR. MANYI KA: Thanks, Austin.

And | think one of the things that we are
excited about is, |I think, there's about to be a nmmjor
new effort by BEA and NTIA to actually try and to do
some of these studies. And we think this is such an
i nportant area. Already, Ellen highlighted the set of
i ssues around pricing effects, but also what Austin
just added around free goods and other things |I think -

- we think are an inportant part of this.
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Zoe, you wanted to nmake a comment.
MS. BAIRD: | wanted to just make a quick
comrent to underscore -- all of these things are
enornmously inmportant. So | don't nmean to suggest

ot herwi se.

But | wanted to underscore the inportance of
Comrer ce devel oping a capacity to coll aborate with the
private sector and share data and create nechani sns for
preserving the value of that data, obviously, to the
conpani es that are generating it, but to create the
col l ective capacity of understanding so many of these
i ssues so nuch better by devel opi ng public-private
shared inquiries.

There is, and will increasingly be, so much
the private sector will know that the governnment needs
to know for its own policy-making, let alone to inform
peopl e nore broadly about what's going on in the

econonmy. And if the governnment doesn't have access to

this private sector data, it will not be able to nmake
good policy. It won't be able to nake good tax policy.
It won't be able to nmake good policies -- regulatory
polici es.
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And beyond that, we won't be able to grow the
econony because we won't find ways to distribute that
data so that the small and medi umsize enterprises that
don't have the collective capacity to generate it can
t hensel ves participate in the benefits.

So | think that's a very high priority for the
Depart nment .

MS. PRI TZKER: Can | just make sure you're
aware of sonething that | think is an inportant asset
t hat we have, which is NTIS, which is a part of the
Departnment of Commerce, is currently overseen by NI ST,
the National Institute of Standards and Technol ogy?
But we're trying to nove it to be part of ESA

And the reason is it had the ability to
partner and to do joint ventures. It is a very special
governnent -- nost parts of our governnent don't have
t hat capacity and that authorization to do that kind of
engagenent. And if you think about -- every one of
your recommendations requires sonme form of
col | aborati on and sone form of not just public-private,
but maybe public and | ocal governnent, your federal and

| ocal governnent.
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So | think that as you further deepen how --

t he how we acconplish sone of these things working with
our staff, I think the question is how to engage NTIS
because you make a recommendati on about, for exanple,

t he DAS position, you know, the position that Ellen's -
- that's a goal of ours for reasons beyond this
meeting. We were unable to acconplish it this tine.

But | think that that is an aspiration that we
share with you. W were unable to get it done in this
cal endar year. | think that's sonething we should try
to get done next year.

I think you should also | ook at NTIS and where
it ought to be housed because | think if you put it
cl oser to BEA and the chief econom st office and
Census, we're using -- it's very much playing an
i nportant role not just for Commerce, but for other
parts of the governnment in ternms of public-private
part nershi p.

So that's an onion worth peeling, | think,
that could actually get to sone of the -- help address
sone of these questions that you're raising about

needi ng the private data and how do we engage.
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We're doing -- we're in the mddle of doing 35
partnerships right nowwth different private sector
entities to help us have better streans of -- access to
better streans of data, but also to give our data to
other entities to be able to use. So it's a very
vi brant opportunity.

MR. MANYI KA:  Thank you for adding that
because that, in fact, was actually one of the things
that we collectively felt strongly about.

I wanted to highlight one of the area of new
reconmmendati on that we're making and invite G eg Becker
to comrent on this. This has to do with we felt
strongly the need to have sone way to | ook to new
trends and new energing activities in digital econony
in a way that, hopefully, gives some foresight into
what ultimtely then gets neasured by the nmeasuring
agency.

So Greg, do you want to junp in and nake some
comrents on that?

MR. BECKER: Yeah, Janes. Can everyone hear
me?

MR. MANYI KA:  Yes, we can.
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MR. BECKER: Great. Thanks. And thanks for
l etting nme participate, allow me to participate on the
commttee, on the advisory board.

And it's a pleasure to be here, if only by
phone, Madam Secretary.

What Janes said we certainly believe is that
our business nodel is entirely predicated on energing
busi nesses, energing busi ness nodel s being devel oped.
And the speed of change by which that is happening is
only increasing.

We felt strongly that having a good
I ndi cation, good insight into what's happeni ng before
it becones too mainstreamw ||l help the governnent,
hel p the commerce departnment devel op policies around
t hese new energi ng technol ogies, especially in the
digital econony. W felt that we have to really
understand a franmework, which is a digital taxonony of
busi nesses.

And there are so many different nodels out
there. And once we kind of decide, or you decide, on
what those are, then neasuring the ambunt of capital

flows into those areas, digging into it, will really

www.Capital ReportingCompany.com
202-857-3376



10

11

12

13

14

15

16

17

18

19

20

21

22

Digital Economy Board of Advisors Meeting December 15, 2016

Page 67

hel p understand where energing trends are going. And
once you have that, then, clearly, what are the

i nplications and the policy recomendati ons that are
needed?

So we | ooked at the taxonomy. We |ooked at
measur enent working with the private sector. And
really understandi ng what's happening is a really
i nportant part because sonme of these new technol ogi es
on the sharing econony is one that gets a | ot of
attention, have conme, literally, from nowhere to
dom nate certain spaces. And | believe -- we believe
t he governnment shouldn't be | ooking too far behind
trying to catch up. And the only way to do that is
really see early on what the energing trends are.

So we believe this is -- there is great

opportunities for partnership with the private sector.

| appreciate the comments that were nade earlier that a

| ot of new partnership are being made. And we
certainly believe that's a key aspect of where we need
to go.

So that's what our recommendations outline,

and we | ook forward to being part of this going
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forward.
MS. PRITZKER: Geg, | would just say | think
absolutely it makes -- you know, the notion of -- that

we have to agree on a technol ogy taxonony nakes perfect

sense. |It's a great role for NIST. | nmean, N ST does
this well, and they do it, basically, collaborating
wi th, you know, stakeholders as -- to -- and maybe it's

a partnership between NI ST and NTIA to do this so that
you' ve got -- but you devel op a standard | anguage. And
| think the two could do that well. But that's -- it's
absol utely needed. So | concur.

MR. BECKER: That's great --

MR. MANYIKA: So | think in the interest of
time where -- we've come to the end of this section.

' m happy to continue the dial ogue.

But | think, in closing, again, we felt quite
strongly that many of these neasurenent issues are very
foundati onal to smart policy-nmaking and by the
governnent. So we think this is very inportant
f oundati onal work that nust go on.

MS. BAIRD: Thank you very nuch.

['"'mgoing to turn now to Jim Cicconi and
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Mtchell Baker, who wll lead us in a discussion of the
pl at f or m wor ki ng group.
MS. BAKER: | guess |I'll get started, and then
Jimw Il chime in.
Qur working group |leader, Bill, wasn't able to
be here today. And so I'll start with a fewinitial

comrents and cover the first two recommendati ons. And
then Jimw Il take us through the latter two. And
then, as Brad said, we expect a robust discussion on

t hese topics.

And so the third working group was digital
platfornms chartered to | ook at digital platfornms and
their ability to enable innovation and conpetition
across a broad range of stakeholders fromthe platforns
t hensel ves, you know, to the industries that are able
easily to take advantage and, in particular, to small
and nedi um si ze busi nesses to see how nmuch opportunity
and i nnovation conpetition can be generated from such
platforms and al so chartered to | ook at inportant
policy areas related to these topics.

Digital platforms is a broad and conpl ex topic

in which we start out with a general definition in
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i nformati on services which others can build upon --
seem ngly clear but, as you dig into it, really
conplex. And | find very often people use the word
pl atform wi thout a clear, shared understandi ng of what
that means. And in the digital case, that's even nore
exagger at ed because, very often, digital is not well
understood. And perhaps by the working group it m ght
be. But in the general populace, digital platforns
itself is a rather abstract concept. So that's worth
keeping in m nd.

And al so, as we go through the discussions,
you know, the digital platforns are extremely powerful
and, given the nature of digital, existed a gl obal
scale. You know, if you're successful as a digital
platform you existed a scale which is alnost instantly
international. And scale brings its own chall enges and
opportunities and conplexities as well.

And so while we'll talk about digital
platfornms as a whole, as we get further into it and
into inplenentation, it's also inportant to | ook at
particular platfornms and to get nore specific.

So we'll dive into one or two of those. I n
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particular, Jimw |l talk about IOT today. But both as
we go forward and as we | ook at inplenmentation,
increasing specificity will be extrenely inportant.

As a whol e, though, for digital platforns, we
can say a few things just before we get to the
recommendations -- one, of course obviously extrenely
power ful, provide opportunities clearly for the
creators of those platforns, but also for many others.
By definition, to be successful is a platform others
need to be successful using your services and buil ding
on top of that -- so wide opportunities to enable
i nnovation; w de opportunities to enable, | think, was
the mcro nultinationals that Zoe nentioned; and wld
opportunities for conpetition and, potentially, for the
creation of additional jobs.

And so there's also an overlap with the nature
of work and the kinds of jobs that we're | ooking at.
And are those jobs noving into the mddle-skill range?
And what do they nean in terns of income? So huge
opportunities there.

And |ike so many powerful things, digital

pl atfornms have potential negative consequences as well.
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They' re both subject to abuse and can lead to
centralization as well as actual opportunity.

And so it's worth bearing in nmnd that the
conplexities of the topic, you know, cover both
opportunities and chall enges. Sone of those, you know,
opportunities and chall enges we can di scuss generally;
and sone of themare really specific to the particular
platformor type of platfornms. And so we'll wait until
we get, you know, sort of deeper into inplenentation.

And so with that kind of general context, as |
said, I'll talk about the first couple of
recomrendati ons. And so the first recomrendation is
about enabling small and nmedi um busi nesses. As Zoe
menti oned, those are the engines of, what, 66 percent
of job creation recently. And digital platforns
provide -- | hesitate to use the words infrastructure -
- but infrastructure-like capabilities.

So | think the multi-mcronational is a good
exanmple. How do you actually get international reach?
How do you find international custoners? How do you
take orders? How do you accept paynment? How is

delivery handled? AIl of those things can -- and are
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t oday provided by platforns. And so for businesses to
be able to take advantage of that means that such a
br oader range of businesses can engage in an
international activity.

And so that's a pretty powerful conponent.
And the sane thing is true of data storage and vari ous
anal ytics tools. You can | ook across the range of
systens that a successful business today really needs.
And often, there are platfornms that will provide those
servi ces.

And it's actually not inmmedi ately apparent the
range of those platforns, how one uses them how to get
t he best use out of them what are they, how do those
platfornms benefit small and nmedi um busi nesses. And so
we | ooked at and considered is it inmmedi ately apparent.
|s the use of those platfornms even? And as Janes and
t hat wor ki ng group have pointed out, digitization
varies dramatically by industry and, within an
i ndustry, dramatically by the sets of organizations in
that industry that take advantage of it.very

And very inportantly, for those organizations

and conpanies that are able to digitize, the benefits
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are huge. And the difference between those that are
digitizing quickly and those that aren't are |arge and
gr ow ng.

And so the first recommendation is that
Comrerce prioritize enabling and assisting small and
medi um enterprises to nore uniformy understand, take
advant age, and benefit fromthe opportunities that the
digital platforns provide. And in sone cases, we can
do that in a general setting. And in other cases,
i npl enentation m ght be specific to the particul ar
pl atform

And so prioritizing that has the potential to
assi st both Anmerican conpetitiveness, but also to be
relevant in an international setting for small and
medi um busi nesses in general, potentially for jobs, and
to take the benefits of digitization and assist in
enabl ing a broader set of organizations to benefit from
t hose.

So that's Recommendation 1.

Recommendation 2 relates to cross-border
information flows, another very conplex topic. Data is

clearly an inportant and grow ng asset for individual
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organi zations, for -- you know, for governnents, for
civil society, and for understandi ng.

And so the international aspect of data is key
to its value and key to generating the platfornms and
key to enabling -- I'll continue to go back to the
mcro nmultinational exanple so we can be consistent.

But in order to do that, data is al nost by definition
not in one national jurisdiction.

And so the inportance of free-flow ng cross-
border data flows to the digital econony both in the
United States and to the United States participating in
a healthy global digital econony is really quite
fundanental. And at the sane tinme, you know, we see
that citizens in various |ocations and their
governnents are focused on treatnent of data in a way
t hat makes sense to their societies and their cultures.

And so there is currently also a very national
or local flavor to data regul ation and protection. And
| think the sense of the working groups is asserting
that that is irrelevant or untrue or not the role of
citizens outside the United States to care about how

they're treated or to expect that governnments are going
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to ignore the concerns of their citizens is probably
not realistic and that, for cross-border data flows to
be smooth, that the interest of citizens in how data is
managed shoul d be addressed.

And that -- so the recomrendation is that
Commerce, which appears to be, you know, a really
important critical |leader in these areas, you know, in
the inportance of this asset and treating it --
understanding that the digital econony is linked to
ot her aspects of life, you know, that Commerce focus on
the sort of general nutually agreed on agreenents for
cross-border data flows and that those agreenments are
absol utely essential and that it is unlikely that
private enterprise alone dealing with other national
governnents will succeed. And if they do, it will be
splintered where we need data flows in a broad, genera
sense and not industry or silo-specific -- so
cooperative | egal frameworks that enabl e cross-border
data flows and that these frameworks should be,
obvi ously, nutually agreed on.

They should be transparent. Citizens should

know and under stand what goes into them And private
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i ndustries should be able to understand what's required
as you build a business, not afterwards. So
transparency is really key. And you know, they need to
respect human rights and due process.

And that is a large piece of work but really
fundanental for the state of the digital econony and
for the healthy societies that we hope they engender.

And so achieving that would also be a
fundanental elenent for, you know, a real presunption
that mtigate -- that limting cross-border data flows
woul d stop and that it would be possible to run a
service wi thout requirenents that data be stored, you
know, on servers in a particular country in a siloed
way; and then reduce the friction of, wherever it's
stored, how do you actually use it and how does it get
conbined with information from other jurisdictions.

So we see these franeworks as a really
fundanmental piece as well and that, in addition, you
know, | ooking for neasures to explicitly track and
quantify and understand the trade barriers related to
dat a.

And so there is a holistic view of the data
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guestion, which is really quite inperative. And the
ability and focus of, again, the public-private
partnership in achieving, you know, progress in these
areas is really quite fundanent al

And | think, with that, 1'Il turn it to Jdimto
get to our remmining recomendations.

MR. CICCONl: Thank you, Mtchell.

Like Mtchell, I'"mpinch-hitting for Bill Ruh,
who, despite the fact he's not with us today, did a
wonderful job really pulling this commttee together
and driving all of us to work very hard.

So you woul d have bene proud of him Madam
Secretary.

The third opportunity that the commttee
wanted to highlight really relates to the Internet of
Things. It's an offshoot of that. But | think Wrld
Econom ¢ Forum tal ked about the fourth industrial
revolution that is underway right now, this being the
connectivity not just of people, but of machines.

It is -- nost of you know this is well
underway. Again, we call it the Internet of Things.

Physi cal devices, you know, for the |ast seven years
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have really outnunbered people in terns of their
connectivity to the internet.

But what's going on today |I think the
commttee wanted to highlight is the fact that an
of fshoot of this that's really vital to the country is
the industrial internet. And this really refers to the
integration of the physical machinery with remarkable
revolutions in cheap network sensors that has taken
place -- little notice, but amazingly involved in
al nost every area of industrial activity today --
conmbined with the revolutions in comunications,
infrastructure, and near-ubi quitous comruni cations
capability wherever you are.

As | said, this is well underway today. It's
having and will have a profound inpact on our society.
It's not just going to benefit industry when we talk
about the industrial internet, but also the consuners
they serve. Obviously, it has significant cost
inplications that are very positive. And frankly, it
could prove to be highly beneficial to the gl obal
econony in general.

But | think the commttee very quickly
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recogni zed, though, that as we talk about this process
which is well underway today, there are many
chal | enges, not |east of which is cybersecurity, that's
facing this industrial internet.

And so our third opportunity really focused on
this and, frankly, how to advance the type of
coordi nation and col | aboration that are going to be
vital to the success of the industrial internet going
forward. Standards is clearly a part of this as well
as cybersecurity.

But going right to the recommendation, the
commttee felt that the governnment shoul d exam ne the
need for a U S. national strategy to advance the
industrial internet. Mich as during the '90s, the
Clinton Adm nistration conducted the sanme sort of
exam nation with regard to the internet itself and put
policies in place that |I think really hel ped advance
the nmodern internet as we know it today and probably
coul d not have devel oped nearly as well or as fast as
it has without those policies.

And by national strategy, | think we talk

about deciding what is the governnent's policy toward
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the industrial internet, determ ne ways of streamining
governnent process to advance that policy. That can
i nclude the proper regul atory approach as nuch as took
place in the "90s as well as addressing areas of agency
overl ap and, perhaps, areas where agencies should have
a role but don't today.

Having a policy of this nature | think would -
- stating at a high |l evel the governnent's approach the
i ndustrial internet we feel would provide the
confidence and certainty that conpanies need as they
continue to make these investnents. And hopefully, it
woul d enhance not just those investnents, but the very
i nportant investnents in continued innovation.

The second aspect of this was standards-
related. But as we discussed earlier and the -- given
the Secretary's remarks about the inportant role played
by NI ST going forward, you know, the commttee felt
t hat the governnment should continue its support for and
encour agenent of the private sector-led standardization
efforts that are really crucial here.

And this relates to devel opnment of the comon

and open standards that are so crucial to Internet of
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Thi ngs devel opnments. This is certainly private sector-
led today. It's very successful. It's assisted by and
encour aged by the governnment, and NI ST has certainly
pl ayed an inportant role in all of that. And | think
the coonmittee is sinply saying that this process is
wor king and that it should be continued.

The third aspect of this goes back to the
conment about security. The -- there's no silver
bullet in this area | think everybody recogni zed. But
one thing that has proven to work are the nulti-
st akehol der partnerships, again, between conpanies and
the private sector, but also working with the
governnent to deal with security threats. This is
really vital going forward, and our view is that the
commer ce departnent should pronote these partnerships
as a neans of ensuring that the industrial internet is
as secure as we can meke it.

So | can stop there before going to the next
section and see if there's anything further anybody
wants to tal k about on this one.

MS. BAKER: We could al so probably open it up

for --
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MR. CI CCONI: Ckay.
MS. BAKER: -- discussion in general on the
platforns --
MR. CI CCONI: Okay.
MS. BAKER: -- |1OT as well, if you'd like.

MR. CICCONI: Right. W had one -- a fourth
section, and | could maybe --

MS. BAKER: Yeah, go ahead.

MR. CICCONI: -- go into that.

MS. BAKER: Yeah.

MR. CICCONI: And then -- the -- as all of you
know, all of us were on the board here, were trying to
devel op a set of interimrecommendations, things that
could be put forward in the near term and addressed in
the near term by the governnment and by the commerce
departnent. You know, but | think the commttee
recogni zed that we didn't want to ignore the el ephant
in the roomor, in this case, the el ephants.

And so we wanted to at |east |ay out maybe not
as opportunities, but certainly as challenges, a nunber
of the remaining issues which we feel it's vital that

t he governnent address and work with the private sector
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to address and resolve. And clearly, many of these
wll fall to the new adm ni stration.

But the first is cybersecurity itself. The
breaches were in the news all year. They ranged from
forei gn hacks for whatever purposes to yesterday's news
that a provider had had a billion personal accounts
hacked and personal information stolen.

And it's very clear that this challenge is
only going to grow. And the ongoing risk of cyber
hacks really denonstrates the need to continue and
enhance the coll aboration and coordi nati on between the
private sector and the government to address these
things. | think nuch has been done, but much needs to
be done.

And you know, | think the -- we don't have
answers here, clearly. But |I think the pace of
activity by the governnment in this area working with
the private sector is sonmething that the commttee
di scussed and, | think, would like to see dealt with in
an even nore urgent fashion. And I'd certainly wel cone
the comm ttee nenbers thenselves junping in here.

The | evel of coll aborati on and coordi nati on
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bet ween the private sector and the governnent has to be
enhanced. | think all of us know that. W' ve actually
had | egal inpedinents to this in the past, which | aws
had to be passed to try to address sone of these. And
much needs to be done in the wake of those efforts to
try and continue our information sharing in this
regard.

The second issue, obviously, that goes hand in
hand with cybersecurity is privacy. And again, we
don't have all the answers, but we recognize that part
and parcel of digital platforns is that the technol ogy
that people are using is collecting data to provide its
many benefits.

And so the -- you know, the inplications are
clearly that privacy is involved in al nost every aspect
of this data collection to provide the benefits that
custoners want. And you know, this is an area,

t hi nk, on a going-forward basis where there is -- it's
vital that there be a true nulti-stakehol der process.

| think all of us agreed on that, that digital platform
provi ders, individual users, governnent all have

responsibilities in this area.
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We haven't, frankly, done enough to clarify
the roles of -- that each of us have. | think that's
clear, and there nust be nore focus on this on a going-
forward basis. There is overlap between various
governnent agencies. And frankly, there could be
better coordination. | think there was sonme feeling in
the coomttee between the agencies on sonme of those
things. | think the comerce departnent itself has
poi nted out sone of those same points going forward.

The next aspect | think the conmttee wanted
to lay out is the inportance for flexible for --

M5. BAIRD: Jim if | may interrupt, we only
have five nore mnutes --

MR. ClI CCONI: Ckay.

MS. BAIRD: -- with the Secretary. So perhaps
you want to --

MR, CI CCONI: Sure.

M5. BAIRD: -- since | know she's read the
docunment and it's --

MR. ClI CCONI: Ckay.

MS. BAIRD: -- publically available. Perhaps

you want to turn now to her comments on this working
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group --

MR, CI CCONI: Ckay.

MS. BAIRD: Thank you.

MS. PRI TZKER: Well, maybe | could just say a
couple things in general. First of all, as it relates
to this last effort, | think that, you know, | concur
with, you know, particularly, you know, your -- | like

your conparison of the work that was done as it rel ates
to the internet at its foundi ng, sone basic high-Ievel
principles that are laid out of what's the role of
governnent as it relates to the industrial internet.
And | think that that would be a useful thing to have
the next adm nistration delineate.

Il would say that, as it relates to
i nternational agreenents, | mean, we have been very
focused, this adm nistration. And certainly, Larry has
pl ayed -- you know, Strickling has played a huge role
of meking sure as well as our International Trade
Adm nistration through Ted Dean and Justin Antonipill ai
and to deal with, you know, cross-border data
informati on and, you know, undertaking, basically, a

consi stent approach to try and address those chal |l enges
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t hat have been really rising up around the worl d.

As it relates to encouraging the use of -- by
smal l er enterprises of larger platforns and the greater
upt ake of becomi ng nore digital as an econony, we'd
certainly agree with that.

Let me just close by saying the following to
the whole -- kind of the whole report. You know, if
you think about -- when | step back and | | ook at your
report, first of all, as it relates to cybersecurity,
which is sonmething you raise towards the end here, you
need to | ook at the comm ssions report that cane out
about two weeks ago. It's quite conprehensive. It has
extensive input fromus as the Departnment of Comerce.

| think it's really strong blueprint for the
country to nove forward and -- in addressing this
extraordinary threat not just to our econony, not just
to our national security, but, frankly, to our
denocracy. | mean, obviously, what's been going on as
it relates to this recent election is really unnerving
for -- just to the efficacy of our denocracy. |'m not
opining as to exactly what's happened. But the fact

that there's been engagenent is really unnerving.
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Every recomendation really requires
col Il aboration. | mean, if you think about how every
one of these thoughts and ideas is really, | think,

i mportant, well thought out, and should be carried out

-- you know, with great -- expeditiously and with focus
by our career |eadership. And you'll hear fromthem at
[unch, and Evelyn will play a | eadership role there.

But you're tal king about collaboration wthin
t he Departnment of Conmmerce between -- and now I'Ill go
t hrough the al phabet soup of our Nationa
Tel ecommuni cati ons and | nformati on Adm ni stration; our
Nati onal Institute of Standards and Technol ogy; our
Bureau of Econom c Adm nistration; our NTIS, which
t al ked about; Census; |ITA on the international front.
They -- you know, and they all play a role.

That's why the digital econony |eadership team
t hat has been led by Alan is so critical because what
you need is these groups -- these individual
organi zations to cone together to work col |l aboratively
to address what you' ve recommended.

So col l aboration within DOC is critical --

i nter-agency col laboration within the adm nistration,
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so finding a mechani sm where, really, the Wlite House
can help to coordinate and create those inter-agency
mechani sms.  And before | was in governnment, | did not
under stand what the word mechanismis. But it's
basi cally how does the inter-agency come together and
wor k together on a problem And it needs \White House
| eadership to do that.

Third is with the private sector. And there
are a nunber of ways for us to do it. NTIS is one.

But -- and working with organi zations |ike your -- you
know, with the Digital Economy Board of Advisors is
anot her.

The Cyber Security Comm ssion calls for the
creation of a special engagenent between the public
sector and the private sector. But with the states, we
don't really have a way to engage with | oca
governnents. So that m ght be an area you m ght want
to think about.

My point is collaboration in and of itself is
necessary to address the specifics of that in order to
get to the outcones that you desire. And so | would

ask you not to ignore that or assune it will happen
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wi t hout sone inpetus and effort and attention from you
all because we at the Departnent can do only so nuch
wi t hout either voluntary or required engagenent by
others. And so that's sonmething | would focus on,
particularly as we transition to a new adm ni strati on.

The existing adm nistration, we had those
mechani sms in place. But we don't know what those w |
be going forward. And so that would be sonething
woul d focus on.

"Il sinmply close by saying it's been a great
privilege for me to work with all of you. This is --
you know, these initiatives are exciting. They're
i mportant. They're vital.

And | am so grateful for -- that you al
agreed to volunteer to engage on these issues. They're
so inportant. And their inportance is only nore so in
the future.

And so thank you very much again for all that
you' ve done and will do going forward. And |I'mjust
sorry | won't be here to be a part to help because |
really think it's -- | think what you' ve proposed is

really terrific. So thank you very nuch.
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And I'"'msorry | have to | eave. But the
schedul i ng gods have nme doing a few other things.

M5. BAIRD: Well, | think it nmerits a round of
appl ause for our Secretary for her great service.

(Appl ause.)

MS. PRI TZKER: ©Oh, thank you.

MS. BAI RD: Thank you.

We're going to take a five-m nute break, and
then we'll be right back.

(Break.)

MS. BAIRD: |If we could pull our group back
t oget her.

So we are -- excuse me -- running short on
time. Qur public coment period is in 10 m nutes.

So let me just briefly nention what the
additional part of the report covered. And then we'l
open up for a few final comments fromthe group. |If
you have comments on the |ast working group on
pl atfornms, that woul d be wel cone as well.

So |l won't dwell on this. But there was --
excuse nme -- an additional part of the report that was

initially prepared by the chairs, the working group
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chairs, and M ndy and then shared and devel oped by the
group as a whole. And it focused on how to transform
t he Departnment of Commerce into a 21st century digital
econony agency.

We | ooked at sonme of the best practices around
governnent and in other governnments in creating
effective nodern government to nove from an industrial -
designed enterprise to a digital age enterprise.

And | won't go into this in any depth. But we
did focus on coll aborations. W focused on the
i nportance of experinentation, the inportance of
governnent devel oping -- excuse ne -- netrics for its
own work, its own regulations, its own departnents and
changing course if the results are not |leading to
acconpl i shnent of those netrics.

We addressed the inportance of bringing the
expertise and perspective of the business comunity
into how governnent itself functions, how data is not
just an add-on, but very nmuch a driver in al
operations in business and ought to be in governnment as
wel | ; and that the commerce departnent can have a

tremendous role in enabling the entire governnent to
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become nore of a digital econony enterprise, neet its
nm ssion nmore effectively and nore efficiently and be
able to denonstrate that it's done so, to denonstrate
t he val ue of being added by governnent.

And so | encourage people who are interested
in inmprovenent in government in achieving these
m ssions to take a | ook at that part of our report.

|'"mgoing to open the floor for comments. And
we have just under 10 m nutes.

Anyone want to comrent on the platforns
di scussion, the discussion of how governnent m ght
become nore of a digital economy enterprise, other
comrents fromthe day?

Al an?

MR. DAVIDSON: |I'mgoing to actually start
with a question for sonme of the platforns fol ks. You
know, we sort of -- it's a very -- the platforns paper,
| congratulate you in the sense that it covers a huge
anmount of ground and makes sonme very concrete
suggestions for how we can proceed.

I was kind of curious fromthe group's point

of view, though, about -- as we think about how we

www.Capital ReportingCompany.com
202-857-3376




10

11

12

13

14

15

16

17

18

19

20

21

22

Digital Economy Board of Advisors Meeting December 15, 2016

Page 95
structure our work within this board of advisors. Do
folks think that it makes sense for that effort around
platfornms to continue as it is? Are there -- and you
know, covering the entire waterfront of issues that
were raised in that report is a huge anount of work
In some ways, it m ght make sense to break things apart
alittle bit or give it a particular gloss, focus on
smal | or medi um size businesses.

Focus -- I'mjust kind of curious if the group
itself has any reflections on what a good way to go
forward would be with that -- with the platforns piece
of this.

MR CICCONI: | can at least try. | nean, |
think the last part that | wasn't quite able to get
t hrough, | think, does identify sone of the biggest
chal | enges going forward, that we're all aware of them
And | think that if -- you know, if the digital econony
is to succeed, | mean, we working with governnent, you
know, in a collaborative fashion need to figure these
t hi ngs out.

| mean, we were -- you know, | nean, there are

-- at the end is challenges because we don't have
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answers. But they're still festering, and we've got to
address them

And so | don't know if this board is the right
pl ace or what. But | think at the end of this process
and however long we're in existence, if we haven't at
| east got some concrete recommendati ons on these bigger
i ssues, you know, | -- then I think people will scratch
t heir heads.

MR. DAVIDSON:. And I'Il just say | totally
agree that those are topics that need to be addressed.
And | may not have articulated well, but | think the
guestion's sort of are we better off picking a -- you
know, you could pick one of themlike cybersecurity and
say hey, let's spend six nonths tal ki ng about that, or
sonething |like that.

MR. CICCONI: | get your point. | think we
ought to organi ze around what we think are the biggest
i ssues and not necessarily constituencies. And | think
we had a mx of that this tinmne. And | -- you know, we
may not all agree on what the biggest issues are. But
if we can kind of put the list together, then maybe we

organi ze our work going forward around those.
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MS. BAKER: Also, | think -- | know the
Secretary is very clear that the cybersecurity report,
it was rel eased as thorough, right? And so it may be
that on sone of those, it's participating in sonething
el se rather than us as the home of it, per se, because,
clearly, security -- the cybersecurity -- and I -- you
know, |I tend not to use the word privacy so nuch. |
use the phrase personal security because who's stal king
me is not -- | -- whatever it is that privacy neans,

t hese are personal security or whoever's got access to
my home network and | ocks. | nean, these are al
security issues.

And so the question of personal security and
nati onal security and how we manage that spectrum
t hose are fundanental to everything. There seemto be,
you know, many loci of attention to that.

And so another possibility would al so be that
this board m ght, for exanple, participate there and
focus on sonething that is particularly, like, at |east
more of which is housed inside of this departnment or
this departnent with, you know, DOE or Labor

So that's not really an answer, but what -- an
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appr oach.

MS. BAIRD: Are there other conmments or
guestions fromthe board?

Okay. Then let's open up the floor for public
conment either on any of the subjects we've addressed
or things that you think should be addressed by
Conmerce and the board in the future.

Evel yn, are you going to manage the public
conment ?

MS. REMALEY: Yes. And so if there is anyone,
we'll be taking calls fromthe public on the line. |If
there is anyone in the roomwho would |ike to speak,
you can rai se your hand. W can bring a m crophone to
you.

Again, | did want to rem nd everyone. | had
mentioned at the top of the neeting we did receive one
witten public comment fromthe Ni skanen Center. And
if you' re watching the webcast, you can view that
docunment on the NTIA website. The --

MR. GOOLSBEE: Evelyn, it's Austin Gool sbee.

MS5. REMALEY: Hi, Austin.

MR. GOOLSBEE: Just one thing on a technical
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grounds, the webcast seens like it's about 5 or 10
seconds del ayed fromreality. So --

MS. REMALEY: Okay.

MR. GOOLSBEE: -- just be aware of that when
asking for the public coments.

MS. REMALEY: Thank you. Thanks for that,
Austin.

The nmenbers of the board al so have that public
comment in their packet for review

Anyone from the audi ence here that would I|ike
to speak?

Pl ease cone up

MS. NI CHOLSON: Is this good?

| just have a question about the collaboration
bet ween the private sector and --

MS. BAIRD: Could you give us your nanme --

MS. NI CHOLSON: Yes, | wll.

MS. BAIRD: -- and, if you'd like, your
affiliation, please?

MS. NI CHOLSON: Sure. |I'mJessica Nichol son.
|'"ve participated in a lot of efforts here at the

Departnment of Commerce to inprove the nmeasurenent of
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the digital econony. And a lot of tinme -- you know, we
al so made the recommendati on that Commerce shoul d
i ncrease collaboration with the private sector,
especially to try to coll aborate on the data front so
that we can better neasure sone of these things,
understanding that a ot of the data is housed in the
private sector.

But historically, it's been challenging for
the private sector to release data to the governnent.
And oftentimes -- and so |I'm wondering just if you have
any comments on data sharing and sort of your view --
poi nt of view about how the private sector's going to
respond to these types of efforts; and if you have
either today or in the future thoughts about how we can
nove forward on this front because | think that it's
going to require a |ot of, you know, again, new
i nnovati ons about how we share data because we're al so
limted, you know, fromthe governnment perspective
about what we can share.

So you know, we understand that there's
chal | enges on both sides.

MS. REMALEY: Responses fromthe board?
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MS. BAIRD: Janes?

MR. MANYI KA: Thank you for the question.

I think I was quite encouraged this nmorning by
the Secretary's coment about the facility that may be
possi bl e through NTIS and its ability to maybe
col | aborate and to -- and certainly, as a working group
menber, |1'd |love to understand what that |ooks |ike
because if that offers a way for a nutually agreeable
way to col |l aborate and share data, that woul d be
enor nousl y val uabl e because, |ike you, we all felt very
strongly that there's a conplenentarity between the
data that the governnent can collect, but also what's
being collected by the private sector.

And so sone rules of the road are going to be
quite inportant in order to share that for the purpose
of measuring the econony and probably not anything
el se.

So we'd love to understand a | ot nore about
what the NTI possible -- NTIS possibilities mght be in
t hat regard.

MS. REMALEY: Any others fromthe audi ence?

Thank you.
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And | believe we al so do not have anyone on
t he phone. So we can nove forward.

MS. BAIRD: Great. Thank you very nuch. And
we appreciate the input and woul d wel cone any ot her
written input, too, if anyone has interest in providing
coment s.

Soif I my, I'd like to turn to Larry
Strickling, the assistant secretary for Conmunications
and I nformation at Commerce and ask Larry for his
observati ons.

MR. STRI CKLI NG  Thank you, Zoe.

And t hank you, Mtchell.

And in particular, thanks to both of you and
menmbers of the board for their work here this past
year.

| think when we started this effort many
mont hs ago, we weren't quite sure what we'd end up with
here at the end of this calendar year. But | think you
have greatly exceeded the fairly high expectations we
came into this with. And | think everyone should go
out of here today at this internedi ate stage in the

wor k of the DEBA because it's not done yet. But I
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think feel -- people should feel very proud about the
acconpl i shnents of this group so far

| think as Zoe and Mtchell nentioned in their
opening remarks, this idea that we have a gap in
know edge in the digital economy and even, as M tchel
referred to it, msunderstandi ngs about the digital
econonmy and what it neans for people -- but | think the
work of this group -- and if people take the tine to
read your report, the report itself helps close that
gap.

And certainly, the recommendations for better
measur enment, the recommendations in terns of
under st andi ng how to revol utionize and reform our
wor kforce to take advantage of these opportunities,
think, do a lot to narrow that gap and to renedy those
m sunder st andi ngs.

Sol -- as | say, this is an internedi ate
point. Sone of us are going to get off the train here
in about 36 days. But the career --

UNI DENTI FI ED FEMALE SPEAKER: About ?

MR. STRI CKLI NG Huh?

UNI DENTI FI ED FEMALE SPEAKER:  About ?
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MR. STRI CKLI NG: I --
(Laughter.)
MR. STRICKLING | have it down to the hour,
actual ly.
But the -- that's a very small nunmber of us

that will be departing. And the point is that | think
t hat everyone should take away fromtheir work on this
board is that there will still be an inportant need for
the work to continue. And you have a very dedicated
career staff that's going to pick up this ball com ng
out of this neeting, take these recommendati ons, and
work on them as best they can within the Departnent.
And then as the Secretary said in her remarks,
it will be inportant to engage the new | eadership of
t he Departnment when they're on board after January the
20th as well as engaging the Wlite House, too, and
continue to enphasi ze the inportance of this work and
these activities in the next adm nistration.
I think we can take sone confort fromthe
di scussions that were reported in the press today of
neetings held yesterday on transition. And | think if

that follows through, this ought to be a very, very
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i nportant set of issues for the next adm nistration.
And | think the DEBA is well positioned to nake
i mmedi ate and inportant contributions into that effort.

But for our part, at least within the
Department of Commerce, our teamw || be taking these
recommendati ons and working in a very well established
framewor k that we have through the digital econony
| eadership team and the fact that we already have a
wel | -wor ki ng system of inter-bureau cooperation and
col | aboration. And so we'll be well positioned to take
up this work as soon as this neeting's over today.

So with that, | just want to thank everybody
for their participation; in particular, again, thank
our co-chairs for the | eadership they've shown and
t hank everyone el se for the dedication and effort and
hope that everybody can stay just as fully engaged on
t hese issues in the com ng year

Thank you.

MS. BAIRD: Thanks, Larry.

Mtchell, do you want to make any fi nal
coment ?

MS. BAKER: Just a few. You know, some -- we
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tal k about how the digital econonmy is here. And in
sonme ways, | think we take it for granted that we're
going forward and that all is well.

The digital econony, of course, relies on the
greatest platformof themall -- currently, the
internet. And that was not a subject of, you know, the
-- a working group.

But underneath a digital econony is a piece
of, in layperson's ternms, | would say infrastructure.
Like, I don't nmean any particular political term

But underlying the digital econony is the
net wor k, you know, that makes it possible. And so the
nature of that network and the care we give it and how
t hat develops is also fundanentally inportant.

You know, to date, you know, it has had a, |
woul d say, a devel opnent path that is sonmewhat
decentralized, not as decentralized as the, you know,
ki nd of activist group would have one believe, but, you
know, aimed at providing a playing field for new
busi nesses, new opportunities, new civil societies to
be able to access and participate.

And so those sorts of things are inportant to
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continue. What kinds of conpetitive opportunities are
there provided by the underlying technology? It does
sound abstract, but the nature of the technol ogy or the
network that underlies things affects what sits on top
of it.

And so the nature of the internet itself and
t he devel opnment of the internet will affect the nature
of the digital econony. And so what we call the
openness of the internet or the interfaces to it or the
opportunity it provides will affect the degree to which
our digital econony is open to small and medi um
busi ness, to individuals, or the degree to which it's
not .

And so as we go forward, we have the
particul ar working groups, the particular
recommendations. They canme out of interest in the
internet itself. And | -- it's extrenely inportant to
pay attention and devote sone energy to the under --
the characteristics and traits of the internet as we go
forward because nuch of what the internet, you know, 20
years fromnow will |look Iike wll be determ ned, you

know, in the next five years.
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And I'mjust -- those numbers have no
particul ar significance. The point is that, you know,
the internet, as it was originally conceived, has
carried us a long way. But there's so nuch further to
go, and there's so nmany nore things -- devices, people,
services -- being offered that the underlying network
itself, you know, needs attention.

And that is also an area where, you know,
private enterprise can drive and bring investnent and
rapid i nnovation and al so an area where the decisions
and the nature of how that building is acconplished,
will affect the possibilities for the digital econony
on top of it.

Thank you.

MS. BAIRD: Thanks, Mtchell

I just want to nmake one comment as we cl ose
our neeting today. |'ve worked with many groups, and
|'ve been on many governnent advisory boards over the
| ast how many years. | don't even want to count.

| have never seen a group as individuals so --
each person on this board is so committed to both these

i ssues and the public inpact of them And each of you
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-- it's been such a privilege to work with each of you
because you have worked so hard. You haven't del egated
to your staff. You haven't shown up for the occasi onal
meet i ng.

It's a remarkabl e board, and | think it speaks
to the inportance of the issues and the profound
under st andi ng each nmenber of this board has that
grappling with these issues is critical and central to
our nation's success and to the success of everyone who
l[ives in this country.

But | really want to both thank you, but also
recogni ze the remarkabl e personal conm tnent you have
given to what is just a federal advisory board.

(Laughter.)

M5. BAIRD: And it -- | look forward to
continuing to work with each person on this board, but
| want to make sure that it is publically known and
under st ood just how unusual the individuals on this
board are and how publically commtted and selfless you
have been in providing your eveni ngs and weekends
out si de of your day jobs to do the work of this board.

And | look forward to working with each of you as we go
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forward.
So thank you. And we will adjourn and end the
program at this point.
Thank you.
MS. REMALEY: Thank you, Zoe. | wll just
mention to the board nmenbers that we will be convening

an adm nistrative closed session after this. And so
we'll neet in the hall because we'll need to nove over
to the Comrerce building for that session.

So if you can just -- in about 10 m nutes,
"1l convene in the hallway, and we can all head over
t here together.

Thank you.

(Wher eupon, the Digital Econony Board of

Advi sors Meeting ended.)
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CERTI FI CATE OF NOTARY PUBLI C

I, Mchael Farkas, the officer before whomthe
foregoi ng proceedi ng was taken, do hereby certify that
t he proceedi ngs were recorded by nme and thereafter
reduced to typewriting under ny direction; that said
proceedings are a true and accurate record to the best
of my know edge, skills, and ability; that I am neither
counsel for, related to, nor enployed by any of the
parties to the action in which this was taken; and,
further, that | amnot a relative or enployee of any
counsel or attorney enployed by the parties hereto, nor

financially or otherwi se interested in the outconme of

(VIS

M chael Farkas

this action.

Notary Public in and for the

District of Col unbia
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CERTI FI CATE OF TRANSCRI BER
I, Karynn Wl Il man, do hereby certify that this
transcri pt was prepared fromaudio to the best of ny

ability.

| am neither counsel for, related to, nor
enpl oyed by any of the parties to this action, nor
financially or otherwi se interested in the outcone of

this action.

12/ 19/ 2016 Karynn W1 | man
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