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UNI TED STATES DEPARTMENT OF COMMERCE

DI Gl TAL ECONOMY BOARD OF ADVI SORS ( DEBA)

PUBLI C MEETI NG

MONDAY, MAY 16, 2016

8:34 a.m

The United States Department of Commerce Digital
Econony Board of Advisors met at 8:34 a.m, at the
Commerce Research Library, 1401 Constitution
Avenue Nort hwest, Washington, D.C. 20230, when

were present:
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APPEARANCES
COMVERCE DEPARTNMENT:
PENNY PRI TZKER, United States Secretary of
Commer ce

BRUCE ANDREWS, Deputy Secretary of Conmerce
LAVWRENCE E. STRI CKLI NG, Assistant Secretary for
Communi cations and I nformation

ALAN DAVI DSON, Director of Digital Econony
EVELYN REMALEY, Designated Federal Officer

DI Gl TAL ECONOMY BOARD OF ADVI SORS:

ZOBAI RD, DEBA Co-chair; Markle Foundation

M TCHELL BAKER, DEBA Co-chair; Mozilla

KAREN BARTLESON, Institute of Electrical and

El ectroni cs Engi neers

GREG BECKER, Silicon Valley Bank, SVB Fi nanci al
Group

JAMES CI CCONI, AT&T

AUSTAN GOOLSBEE, University of Chicago

M NDY GROSSMAN, HSN, I nc.

Ol SI N HANRAHAN, Handy

SONI A KATYAL, University of California at Berkeley
School of Law

JAMES MANYI KA, McKinsey Gl obal Institute
W LLI AM RUH, GE Digital
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APPEARANCES CONTI NUED:

BRAD SMI TH, Mi crosoft Corporation
COREY THOMAS, Rapi d7

MARTA TELLADO, Consumer Reports
ALSO PRESENT:

SENATOR MARK WARNER ( D- VA)
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AGENDA
PAGE

Comm ttee Wel cone
Evel yn Remal ey

Fostering the Digital Econony
Secretary Pritzker

Coments by the DEBA Co-Chairs
ZoBai rd
M tchell Baker
Policy I nperatives for the Internet and the
Comerce Digital Economy Agenda
Lawr ence E. Strickling
Al an Davi dson
Comment s/ Questi ons
The Di gital Econony Landscape: Trends,
Opportunities and Chal |l enges
James Manyi ka
Di scussi on
Moderator: M tchell Baker

Comments by the Honorable Mark Warner (D-VA)

Themes and Priorities for the DEBA
Moderator: ZoBaird

Open M c / Public Conmment

Next Steps
ZoBai rd

Adj ourn Public Session
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P-R-O-C-E-E-D-1-N-G S

MS. REMALEY: Wonder f ul . Good nor ni ng,
everyone. Secretary, thank you very much for
wal ki ng us through that. Congratul ations. M
name is Evelyn Remaley, and I'd like to call the
first Digital Econony Board of Advisors nmeeting to
order.

| just want to introduce nyself. Wy
name is Evelyn Remal ey, and |I'm the designated
federal officer for the board. And there are just
three things to remember about that. One, you'll
be hearing quite a bit from nme over the next two
years. So hopefully, that's a good thing and we'l|l
try not to make that too painful.

The second thing is that | am the person
responsi bl e for making sure that the work that we
do is open and transparent. So | will be keeping
track of that as well. As a FACA, we need to be
wor ki ng very openly and with public participation.

The other thing to remenber, and | think
the secretary has actually characterized this very

well, is that me and ny time, we're actually going

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 6
to be the bridge for the group into the next
adm nistration. So | want to |let you know that
we'll be working with you for the full two years
and hel ping to be the glue between those two.

In my day job, |I'm actually the deputy
associ ate adm nistrator for policy analysis and
devel opnent at NTIA, a nmouthful of a title. And
NTI A is responsible for really watching and
stewarding the Internet, making sure that it
remai ns open and free and secure. We really help
to keep the flame for the Internet. Larry
Strickling will be tal king about that a bit nore.

But | wanted to just say that |I'm very
honored to be serving with you all in this
capacity. | appreciate the secretary and assi stant
secretary placing this responsibility with me.
And thank you again. And now, |let me pass the
meeting over to the secretary. Thank you.

SEC. PRI TZKER: Well, first of all, |
just want to say thank you to all of you. You
have given your nost precious thing, which is your

time, to help us to address a number of really
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exciting but challenging issues that we face, not
just at the department, but as Larry will tell
you, our responsibility to really be the chief
advisor to the president as it relates to digital
I Ssues. And so, I'mreally excited that all of
you have agreed to be a part of our Digital
Econonmy Board of Advisors.

So thank you for that. And I
particularly want to thank Zoand M tchell for your
wi llingness to lead this effort. |It's very
| mportant that we're well-organi zed and well -
focused and | think that the group is in great
hands. So |'m very excited about that.

As you know, you nmet | ast night our
assi stant secretary, Larry Strickling, and also
our digital director of digital econonmy, Alan
Davi dson, and of course Evelyn, who's our -- not
only our chief federal officer, but plays many
roles for us at the departnment.

Real ly, the focus of the Digital Econony
Board of Advisors is to help us understand what is

the most effective way that we can be engagi ng as
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It relates froma policy standpoint with the
changes that have come about because of the
digitization of everything. And fundamentally,
there is this notion of there's the digital
economy and the non-digital economny.

| don't buy that distinction. | think
everything has becone -- runs on a digital
platform | don't care -- and certainly GE woul d
be the primary exanmple of that -- acknow edgi ng
that. And so, the challenge that we face is that
t he pace of change going on in industry is so fast
and governnment is really tending proactive in this
i nstance. And we find ourselves dealing with some
very conmpl ex policy questions wi thout the kind of
gui dance -- bring to us. And | think as you think
about your work -- dimension.

We're, of course, as political
appoi ntees, time-dated. But the work is not tinme-
dated. And so, part of what we're hoping for you
to do is to devel op an agenda that bridges not our
-- not just our work but the work into a future

secretary. And we feel part of what we're doing
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Is laying out with our professional staff, who
wi |l survive us as politicals, and for the next
secretary and political |eadership, an agenda that
Is really robust and is well-informed by all of
your experiences and your personal |eadership in
the econonmy. So that's a very inportant role.

The second is to help us think about
what are the dinmensions or different topics that
we should be focused on as a department and help
us think even about organizational questions. Do
we have the right structures in place to be able
to do our job effectively, which is, anong other
t hings, to be a policy creator and a policy
advisor as it relates to things that are issues
that are raised by virtue of the fact that our
econonmy rides on a digital infrastructure.

And you can help us to identify what are
the emerging chall enges, what are the trends. But
you can also help us identify what are our
opportunities to help shape the policy construct
that will help address issues that are being

rai sed daily at this point.
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Many of those issues, whether it's
privacy, cybersecurity, et cetera, are well-known
t opi cs. But the inmplications for technol ogy, for
I nnovation, for intellectual property protection,
for our entire -- you know, | could go on and on -
- our econony, of the fact that we |live on a
di gital backbone that was never designed to becone
the digital backbone of the econonmy. It was
designed for a different purpose. And now, we're
retrofitting it constantly to fit its really
ubi qui tous role.

So I think that this is -- you all have
a big task. So what | would then say is what is
nost useful is not to boil the ocean, but to pick
three to five, three to six things to focus on and
really see where you can nove the needle. And it
doesn't mean that other issues aren't inportant.
It's a question of focus and prioritization
because, while you are m ghty, there is a finite
number of you. And your staffs have finite amounts
of time.

And we have found that our npost
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effective advisory groups have sonme focus and tend
to try and have things that they get done, so then
there's a sense of acconplishment and confidence
in the process and purpose of the group. And

t hen, you can nove to different issues, as opposed
to trying to tackle everything at once.

So I just want to close by saying thank
you, thank you to the |eadership on our team who |
have enormous confidence team and thank you to
all of you for your commtnment to this group.

MS. REMALEY: Thank you.

MS. BAIRD: Thank you -- oops, sorry --
to be able to work in this capacity and | thank
the secretary very much for creating this board,
for seeing the centrality of the issue to the
future success of the country and to all of you
for being willing to coll aborate. And Mtchel
and | very much | ook forward to working with you
on trying to make this digital economy work for
all Americans, which is really what | think we
shoul d have as our touchstone.

It's the | argest transformation in the
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econonmy in probably a hundred years, since we
noved from an agricultural economy to an

I ndustrial econony. There's trenmendous anxiety,
fear, even anger in the country because people
don't feel that they are participating, that this
digital econony is sonething where they can see

t hemsel ves succeedi ng. We've had stagnant wages.
Wages have been flat for many people for a | ong,
|l ong time. And the digital econony is even nore
di sruptive.

So | think we should start this work
with a very strong sense of purpose and sense of
urgency because so many people in our country feel
t hat het digital econony is underm ning their
success, when | think we all feel that there's
tremendous potential for people to succeed through
the digital econony.

There's the opportunity for small
busi nesses to use data to find markets all around
the world and to grow and hire nore peopl e.
There's the opportunity for people to get

retrained in order to participate in and succeed
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in the jobs of the future, to find new career

pat hs, maybe to get stackable credentials that,
over the course of a lifetime, enable nore people
to get a college diplonma.

So | think we all feel that there's
tremendous potential in the digital economy. But
it'"s up to us to help the Conmerce Depart nment
really drive this so that everyone in our country
and around the world can participate and succeed
and this can be a benefit to everyone.

And so, | hope that we'll use the
tal ents and knowl edge of everyone here, who
understand that you can use 3D printing to make
any place an advanced manufacturing facility, you
can use Internet tools to enable people to target
the skills that jobs -- that enployers want and to
find the training.

And we need to find ways to really
provi de energy behind that, to enable the Comerce
Department to fulfill its capacity to focus on the
ri ght things and enabl e people throughout the

busi ness sector and education and training sectors
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to play the role that they can play.

So | wanted to start off just having us
appreciate this is no ordinary board. And the
secretary's created this for no ordinary task.
This is a tremendous transformati on and | think
she has very high expectations of us. So | really
| ook forward to working with everyone to see if we
can step up to that. Mtchell?

MS. BAKER: |'d like to start by saying
t hank you to the secretary for creating this board
and including me on it. |I'lIl agree with
everything that Zosaid and add that | think the
Department of Conmmerce is a realty exceptional
place to tackle these issues and to take advant age
of the opportunity side of the equation.

You know, here in the United States, the
power of comerce, and private conmmerce in
particul ar, guided by an appropriate soci al
framework is part of the magic sauce of the United
St at es.

And so, that question of the appropriate

social framework, what priorities and policies are
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| mportant from comerce, how to engage
productively with private activities and how to

build a new society based on a digital backbone

that carries the magic that we've known of private

econom ¢ opportunity unl eashed, innovation
avail abl e, citizens educated and able to
participate with growi ng opportunity, that is a
key to our future.

And conmmerce has a particular role to
pl ay. It's al ways been exceptionally inmportant
the United States. And to ny surprise, as a
| awyer in training, you know, fundament al
constitutional questions about the nature of the
United States have come out of conmmerce and the
nature of commerce.

And so, it's an enornmous opportunity.
And | think we have the background and the scope
and | think that this board of advisors in this
| ocation and time can do something that's rare
Internationally. And we can focus on
opportunities and chall enges, plus private

initiative and i nnovation and hopefully, and

I n
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| mportantly, if we do well, bring in opportunity
to more citizens so that the opportunities are
vi si ble and the change is |l ess scary because
there's hope.

So | echo the excitenment of working with
you. | echo the belief that good policies and
priorities are inportant. And | think we're in an
unusual and uni que position, both in the United
States, but also globally, to be able to tackle
t hese issues. So thank you all for joining and
I'mreally thrilled.

MS. BAI RD: Larry, | think we're | ooking
to you.

MR. DAVIDSON:. ©Oh, | was going to say |
t hi nk when we had -- not to -- | think when we had
contenmpl ated this section of the agenda, | think
we also -- not to step on the prerogatives of the
chairs, but | think we had contenpl ated at | east
opening it up for any conversation or questions
for the secretary --

MS. BAI RD: Gr eat .

MR. DAVI DSON: -- or for the co-chairs
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about what you've said and about the kind of goals
for the board, because | think you've |aid out

ki nd of an anbitious set of ideas about what we
could do. And | think we just wanted to make sure
t hat others had a chance to chime in before we
jumped into our presentations, but there may be no
comments, unless -- okay.

MS. BAIRD: Thanks, Al an. Larry?

MR. STRI CKLI NG Good morning, and thank
you. And thanks to all of you for your
willingness to participate in this commttee.
We're at an inmportant point, as the secretary
menti oned, here at the Department of Comrerce as
we expand our horizons to pull in a variety of
| ssues that we're now putting under the rubric of
digital econony.

But it's based on a foundation that |
wanted to spend a little time just introducing you
too in terms of what we've been working on the
| ast several years here at the department, which
has been perhaps a little nmore focused on pure

| nt ernet policy.
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And so, we wel come the broadeni ng of
this inquiry to include these | arger issues of the
digital economy writ large. And | think that's an
| mportant evolution for us here at the depart nment
and a point at which you all can make a very key
contribution to us as we start |aying out an
agenda for dealing with these broader issues.

But for the | ast several years, as we've
focused on Internet policy -- and |I'm speaking
primarily for NTIA. But this has been an effort
for the | ast several years that has engaged many
of the bureaus here at the department, including
t he Patent and Trademark Office, the National
I nstitute of Standards and technol ogy, our
| nternati onal Trade Adm ni stration have all
participated in the work we've done.

But it's all come out of some very basic
principles that we have followed. One is we want
to maintain the Internet as a free and open space
t hat continues to allow economc growth, to
thrive, spurs job creation and encourages and

supports free expression.
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And underneath that, there are two key
principles that we have really organi zed our work
around the | ast several years. The first is the
bui l ding of trust and the mai ntenance of trust by
the users of the Internet. And this brings within
it a wide variety of issues. Obviously, privacy
has been an i nportant one that we've spent sone
time on, as well as the protection of intellectual
property, dealing with the issues of
cybersecurity.

But all of this is based on the idea
that this tool will work best as |ong as people
trust it. And unfortunately, we are starting to
see a decline in public confidence in the
| nt er net.

Through some work that we've sponsored
wi t h another of our sister bureaus, the Census
Bur eau, we rel eased some information | ast week
t hat indicates that people who are heavy users of
the Internet are starting to stop using it for
particul ar tasks because of the fear they have

that their private information m ght be
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comprom sed through a data breach or through the
use of the information in a way that they're not
used to.

So we see trust is an area where we have
to continue to put a |ot of enphasis. Here at
NTI A, we have convened stakehol ders to devel op
codes of conduct to inmprove consumer privacy. W
worked with the Patent and Trademark Office in a
st akehol der process to deal with the issue of
noti ce-and- takedown for illegal content that may
be out on the Web. NI ST has utilized a | ot of
these tools in ternms of developing its
cybersecurity framework. So all of these conme
under this notion of building trust.

Now, the other key element for us has
been i ncl usion. How do we get people connected to
this and how do we make sure that not just
domestically, but internationally we are doing
what it takes to get as many citizens of the U S.
and citizens of the world connected to this
t echnol ogy?

And so, in the United States, we've done
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a lot of work on infrastructure in terms of things
direct as finding nore spectrumto be made

avail abl e for broadband services. W also had the
opportunity to invest $4 billion in projects under
t he Recovery Act to expand the amount of | nternet
access or broadband access that would be avail abl e
in more underserved parts of the country.

And as part of that, we've also focused
on how to get people the tools they need to have
to utilize this infrastructure. So we have spent
a lot of effort on things like digital literacy
training and sustai nabl e adoption programs to get
people to actually subscribe to these services and
use them and benefit fromthem because it's
becom ng increasingly difficult for anybody to
operate in today's econony without these basic
tools of digital literacy.

I nternationally, we have been involved
with primarily I CANN as it continues to evolve as
an organi zation trying to engage the world in
terms of having nore countries, nore conpanies,

more i ndividuals connected to the |Internet. And

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 22

t hroughout all of this, we've been experinmenting
with the tools of governance and the tools of
pol i cymaki ng.

We have certainly found, and it's no
surprise to anyone, that the traditional forns of
regul ati on and | egislation really aren't serving
this econony. And we have to find alternatives.
We just can't wait for the regulators to catch up
on | ast year's issues or wait for the |egislators
to deal with these very conpl ex problens.

And so, we have spent a |lot of time
focusing on how to get -- make progress in this
space without utilizing the traditional tools.
And so, we have focused on what is now we've been
calling the nmulti-stakehol der process. And when
we started with this back in 2009 and 2010, you
know, the smart people said, oh, that'll never
wor k. You'll never get a newspaper to publish the
word mul ti-stakehol der because it's too
conpl i cat ed. No one will understand it.

But it absolutely has become part of our

| exi con today for people who work in this space.
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And what it does is it involves any stakehol der
who wants to participate. There are no
credentials required. If you want to participate,
you show up and participate. And we al so provide
-- it'"s not a consultation. W provide to these
st akehol ders the opportunity to actually reach a
consensus decision on a topic.

That's how we've done our privacy codes
of conduct. That was the way the notice-and-
t akedown work was done with the Patent and
Trademark Office. And it's a tool that we continue
to explore and continue to | ook for opportunities
to utilize as a way to have people make progress
on these issues without having to wait for their
| ocal conmm ssion or their |local |legislature to
catch up with the problem

And so, it's something that's of
continuing interest to us as we focus on how to
make policy in this space and how to nmake progress
In this space, in addition to dealing with the
actual substantive issues we have to deal wth.

And now, for | think more discussion of
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that, I'Il turn it over to Alan take you through
the digital econony agenda as it's been devel oped
here at the department.

MR. DAVI DSON: Let's see how this worKks.
Good nor ni ng. | " m Al an Davi dson, director of
di gital econony at the departnment. Great to see
so many of you here.

| do have a first set of slides we'll be
using. They've been -- they're actually in your
packets. For those of us who are up at the table,
they look like this. And we're projecting, and
for fol ks watching at home, hopefully the
projection has got it on the Web and we'll be
posting these also because of our -- yes --
I nterest in transparency and openness. And ny
slides are not as awesone as Janes Manyi ka's
slides com ng up

But I will -- I"mexcited to be talKking
to you today a little about our agenda here. And
"1l say |'ve been at this job for alnmst a year
now. | think I was brought on in part with the

theory that this is a far-flung departnent, one of
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the things that really struck nme when | joined,
47,000 empl oyees, 12 different bureaus -- you've
heard a little bit about it -- all of which are

now finding themsel ves doing pieces of work that
we woul d think of as being digital or related to
the digital econonmy or Internet policy.

And so, | came in, in part, to help
create an integrated approach, a broad, cross-
departnmental approach to thinking about the
digital economy and of course this very advisory
board as part of that effort.

I think our goal for the next couple of
m nutes was just to make sure that we were giving
you a flavor for the agenda that we've created
over the |ast year and that we've been honing and
we woul d, of course, |ove your feedback. A |ot of
the topics we're going to touch on, very quickly,
are things that we could tal k about for hours and
hopefully will in some ways in our work over the -
- in the comng nmonths do that.

So just a -- so just in terms of a quick

| evel set, and of course some of these things are
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t hi ngs we've been tal king about for a while.

Let's see. If | point this -- that totally works.
So just a quick sense of our theory of the case,
our starting point, as you' ve heard, there's a
strong belief here that the digital econony is a
key part of the future success of the broader
American economy. And it's a source of growth.
It's an enabler of trade.

We see data that shows us things like
the fact that ICT is already over 5 percent of
GDP. But that's only a little part of the story.
The comng digitization, the inportance of the
digital economy and digital trade is sonething
t hat we know is going to be an ever bigger part,
feature of our econony.

At the sanme time, we know that the
success that we feel we've had so far is sonething
we can't take for granted, that technology is
changing rapidly. It's an incredibly conpetitive
busi ness environnment.

But al so, that there is a -- if anything

- - maybe a pendulum swing, in some ways, about
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regul ati on of the digital economy, particularly
gl obally, and that the openness that we've taken
for granted and the idea of perm ssionless

I nnovati on that has been so critical, we think to
t he success of the Internet is not sonmething that
we could take for granted, especially in the

I nternati onal environment.

So that is something that has notivated
our thinking about our agenda. W saw -- we set
out a set of grand, both -- | call them soneti mes
grand chall enges. The secretary is very keen to
call them opportunities as well. And we see these
opportunities - and they really reflect a | ot of
the dynam cs that Larry just outlined.

And we've created an agenda that focuses
on four main pillars: pronoting a free and open
| nternet around the world, where data can cross
barriers and borders wi thout a | ot of barriers to
that flow of data. A second is the pillar of
trust, pronoting security and privacy online
because we know that the digital economy will only

thrive and only succeed if people can trust that
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their privacy and security is protected. A third
Is this area of access and skill building, very
much the digital inclusion issues that Larry was
tal king about. And a fourth is how we can play a
role in supporting innovation and emerging

t echnol ogi es.

And so, this fourth slide is really sort
of the business end of this, which is how we map a
| ot of the activities that are happening within
t he department against these priorities. And |I'l|
just tick through sonme of themreally quickly.

And I'd really like -- we'd welconme your coments
or questions.

We've got -- in the area of pronmoting a
free and open Internet, | say open Internet not in
the net neutrality sense of openness but in the
cross-border flow of data view of openness. W're
doi ng a huge amount of work. This comes up, for
example, in areas |like we've just recently
| aunched a project on digital attachto put people
in the foreign commercial service at post in

embassi es who can help us tackle sone of these
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chal | enges.

Larry tal ked about |1 ANA and | CANN, the
wor k around the digital single market in Europe,
maki ng sure that it continues, even as we find
many positive things about it, we are also working
wi t h our European coll eagues to make sure that it
doesn't unfairly inpact U S. firns.

We're doing a big project on the G20
meetings this year, which will be held in China,
where there's a digital economy work stream and
maki ng sure that that is something that still
pronmot ed openness and freedom on the I|Internet.
We're doing a trenmendous amount of work in the
trust agenda. The privacy shield and the
negoti ations we've had with the Europeans around
cross-border data flows between Europe and the
U.S. has gotten a | ot of attention.

We're doing a huge amount of work on
cybersecurity. We're supporting the president's
Cybersecurity Comm ssion. W have the NI S
cybersecurity framework, which is a huge public-

private partnership. W do a |ot of work on
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government access to data. We've got some privacy
mul ti-stakehol der processes underway.

We al so think about intellectual
property in this category of trust too. So we
recently published a paper on copyright in the
digital age, for exanmple. Access and skil
bui | di ng, you heard Larry talk about our work on
broadband access, on spectrum

We also care a | ot about thinking about
how we build skills. The secretary was just out
in Silicon Valley, in fact, in the Bay Area | ast
week talking to ed tech conpani es and career
accel erators and thinking about how we can play a
role in hel ping to make sure that people have the
skills they need to succeed. So it's nmore about
just getting online. It's making sure that people
can succeed when they're online.

And lastly, | think one of the things
that's really exciting to us is this area about
emer gi ng technol ogi es. Part of it is, of course,
the work of PTO in supporting good, smart patent

reform But al so, thinking about how we can

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 31
engage in emerging areas.

So we have a new project we've been
wor ki ng on, for exanple. There's a |ot of work
t he departnment in particular on new technol ogi es
| i ke aut onompus and connected vehicles. W
rel eased an RFC around the Internet of things.
find people doing work on things |ike drones.

And we're trying to bring those --
coll ect those different groups of people who are
wor ki ng on these things into working groups so
t hat we can offer support for emerging
technol ogies that we think are really inportant
and also we can do some issue spotting early in
t he devel opment cycle to think about how we deal
with the potential -- both the opportunities and
the di sruptions that come from new technol ogy.

So that's sort of a whirlw nd tour of
the things that we're working on. W have sone
structural initiatives that we're also doing.
This board of advisors is one of those. I
menti oned the attachproject, our support for

emerging technologies to build capacity.

I n

We
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But 1'll leave you with this slide four,
which is really, like | say, our broad map of the

big themes we're working on and the big policy
chal | enges and opportunities we see. And as you
see, just not -- just a -- these are the big
picture issues. There are tons of smaller
projects happening in the departnment on these
areas and we wel conme the chance to engage with you
on them So, thank you. We welcone your

gquesti ons.

MS. BAIRD: Does anybody want to make a
comment or ask any questions of the | eadership of
t he departnment before we nove to focusing on the
substance of our work and trends? Any comments on
what's been said so far or questions?

MR. DAVI DSON: And | would just ask,
either now or |ater, we welcome -- are we m Ssing
anyt hing? Does this make sense? Does it resonate
with you folks? You've heard Larry talk about the
- - you know, the big challenges we see.

This is kind of one map -- one way to

write it up. There are lots of different ways to
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cut this -- slice this. But we'd be really
i nterested in your thoughts on whether we're
m ssi ng anything or --

DR. MANYI KA: Thank you, Alan. | was
just going to ask one gquestions. One of the
things that's extraordinary about the place where
commerce sits is all the different agencies and
entities underneath it.

|*d be curious what other things, with
regard to measurement, to what the -- you know,

t he bureaus, | think Iike the Bureau of Econom c
Anal ysis, do with respect to support you in what
you're doing with the digital agenda. It's a very
| mpressive agenda, by the way.

MR. DAVIDSON: And I'd just say | think
it's a terrific question. W've actually engaged
in -- it's actually like a sub-bullet and | should
probably pull it out because it's becom ng a
bi gger part of work. Under our free and open
I nternet, for exanple, we've just started a
project in coordination with ESA, the Econom c

Statistics Adm nistration, here to do nore work on
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measuring the digital econony, something that |
know we' | | be tal king about nore.

And we in fact -- was it just |ast week
-- just last week, we had a roundtabl e of
econom sts -- one of your coll eagues was there,
actually -- tal king about how we measure cross-
border data flows. So we actually have a work
stream in process right now where we're beginning
to think about this issue of measuring -- well,
measuring the digital econonmy writ |arge, which is
a huge area.

And even -- but the npst actionable
thing we're doing right now is specifically trying
to think about cross -- we're slicing off this
pi ece of, okay, let's just focus on cross-border
data flows as a starting point. How do we measure
that? And | think that's just the tip of the
| ceberg.

I would al so say there are other huge
areas around data that aren't even nentioned here.
We've | ooked at our -- you're |ooking at our

digital economy policy agenda. W also are doing
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a huge amount of work with data. W have a chief
data officer, | think many of you have heard about
this, we've |aunched something called the Conmerce
Data Service. And you know, arguably, you would
say data could be part of this |arger unbrella.
Structurally, we have a -- we've got a
little bit of a structural separation in the sense
t hat we've got a group that's working on these
data projects and you're | ooking at the policy
agenda. But we are -- we work very well very
cl osely together.

DR. MANYI KA: Thank you.

MR. SMTH: | think it's a really useful
framework and | |ike the four categories you have.
When | | ook at access and skills, | think one

aspect that is perhaps mssing is a focus on the
needs of people with disabilities.

You know, one in eight Americans has a
disability. And just as the Americans with
Disabilities Act really opened access to public
bui | di ngs and infrastructure a generation ago, you

know, it's just readily apparent that that group
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of people is only going to be able to achieve
their potential if all of these digital resources
are open to themas well. And there's perhaps an
opportunity to explore that a bit nore.

MR. CICCONI: Just one other thought.
|*'m not sure how to capture this, Alan. But these
are all very positive, forward-I|eaning things.

But | think one of the things that we're seeing
this year is a |lot of concerns about the digital
economy growing in our political systemtoo and
the |l evels of disruption. And in fact, skills
training and things |ike that aren't necessarily
keepi ng up.

| know that one of the things we're
going to be doing over the next four years is as
we virtualize our network and go to software-
defined networking, we're going to buy roughly
hal f the | evel of equipment on an annual basis
t hat we buy today. You know, that roils through a
| ot of conpanies there. We're probably going to
need half the nunber of people actually tending --

and | imagine this is true across a range of
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things. And | do think a ot of the things we're
tal ki ng about here depend heavily on political
consensus.

And | do fear that that's starting to
break down, just because there's a lot of -- a
growi ng segnent of people in this country that
feel left behind as this econony charges forward
into the digital age. And so, again, | don't know
how to capture it. But | do believe it's a factor
that affects all of these things.

MS. GROSSMAN: | would say the one other
thing, and we're certainly tal king about training,
but how does it go all the way back to education
and early education and are we building the skills
at the beginning that we're going to need for, you
know, many years to conme, because we can train and
we can take people out of school, but how are we
changi ng the educati on process?

DR. TELLADGC: Thank you. I
whol eheartedly appreciated the framework you
provi ded, because it is daunting. And so many of

us come fromslightly different places. And as a

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 38
consumer voice, | |ook at these and it raises a
| ot of questions. | wanted to build on something

James put on the table having to do with other
agenci es.

And havi ng spent enough of my career
here, you raised an interesting thought in one of
your bl ogs that you asked us to read around the
| nternet of things and how |l ines are being
blurred. And give us sone insight. Because the
| ines are also being blurred in the digital
economy, how that translates within a governnmental
context where you have health, telecommunications,
commerce are all in this pot, rul emaking.

But it's not consol i dated. It's not
holistic. So how do we get some connectivity to
ot her agencies which are in this space but
commerce i s not enmpowered to oversee or to -- just
wanted a little bit fromyou there.

MR. DAVI DSON: Yeah, and others can
chime in too. W have a -- on the Internet of
t hi ngs particularly, we have a request for conment

that we've put out. And | think you've raised
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this really good question, which is -- and part of
t he notivation behind this RFC and one of the
t hi ngs we specifically asked for is how do we need
to be better integrated as a whol e-of -gover nnment
approach, because one of the things that we're
worried about is the Internet of things is so
broad, you're starting to see rules -- we do this
-- we are very good at doing sort of very Kkind of
stovepi pe, sectoral rules.
So we're seeing rules around connected
vehi cl es, rules around, you know -- potenti al
rul es, anyway -- ideas around drones, for exanple.
| nstances of the broader Internet of things. And
we want to make sure there's consistency, right?
So just even take something |ike
spectrum or cybersecurity. We want to make sure
that, yes, we can tailor make these kind of
approaches for those particul ar areas, but that
they're not in conflict with each other. So you
find that, you know, nothing can -- there's not
I nteroperability or we've got very conflicting

standards anobng different areas.
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So that is an active area of
I nvestigation. |It's a terrific point. You know,
and at sone level, we're the Conmmerce Depart ment.
We can really only control what the Commerce
Depart ment does. But on the other |evel, our hope
Is that if we offer some intellectual |eadership
here and try and create frameworks, | know that we
do work very closely with a |Iot of these other
agencies and particularly on issues |ike
cybersecurity, where we have a huge amount -- or
privacy, where we have a | ot of expertise in the
departnment and we're working hand in hand.

SEC. PRITZKER: M observati on, having
come fromthe private sector into governnment and
not com ng out of governnment, so there are a | ot
of pockets of both void and overlap, if you
t hought about charts or Venn diagranms. And our
approach has been one of trying to build -- 1| Iike
the words that Larry and Al an used about
I ntell ectual | eadership. And | would appl aud
Larry, who frankly has been here the | ongest of

us, who really began tackling this and defi ning
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the footprint without necessarily other --
gui dance from others, if you wll

| think that an adm nistration and this
adm ni stration, you know, nmy observation is
there's | ots of pockets. But what we've tried to
do is create a more whol esome or holistic -- not
whol esome, holistic -- approach, taking into
account that -- kind of empowering ourselves
because the private sector is such an
extraordinarily large footprint when it comes to
the digital world.

And so, one of the things that you can
do as a group is to step back, | ook at our
framewor k, maybe give us -- you know, how we
shoul d adjust and advise, but then also put that
i n the bigger context. An adm nistration ought to
t hi nk about a policy expertise that exists in the
department that -- and we're trying to
I nstitutionalize what we've created because it
shoul dn't just go poof, and then some poor new
secretary has to reconceive of what is the

construct that you ought to have.
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We're in the process of creating another
deputy assi stance secretary under Larry that m ght
take on the roles that Alan is doing, because
right now, we've kind of just created all this.

But for it to survive -- and frankly, it needs
ultimately to have nore professional and career
support under it than we have today.

So one thing you mght |look at is what's
our literally organizational structure and what --
how ought it to be staffed appropriately so it can
play the role that we've sort of -- we woke up and
defined this ourselves. Nobody said here's what
you ought to do.

And so, it's a little bit of being
entrepreneurial in a governnent sense. But it's
al so recogni zi ng an enornmous void. \When Larry and
| got dragged into the privacy process that was
run by John Podesta at the White House, you really
realized that there was no center of expertise.

And that really led us to evolve from
that to these two gentlenmen, with Evelyn really

sayi ng, okay, we've got to grab this and begin to
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define what are the capabilities, what is it that
ought to be going on. So you have a big role in
hel pi ng shape this or, as | said, bridging into
future adm nistrations.

MS. BAKER: And | want to thank Janes
for | eading us off here with an overview of the
sets of issues relating to the digital econony.
And | think with that, "Il just turn it over to
you, Janes.

DR. MANYI KA: Thank you, M tchell.
Madanme Secretary, thank you very nmuch for the
privilege and opportunity to be able to serve in
this capacity. And |I'm actually quite delighted to
be able to do this with an extraordi nary group of
col | eagues, many of whom |'ve kind of watched and
been amazed at what they've been able to do in the
world. So this is a real privilege.

I"m going to try and give a short
overview of sonme of the trends and opportunities
In the digital econonmy. This is by no means
i ntended to be exhaustive, because it can't be.

This is a vast topic, as we | think can all agree.
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But | thought we would highlight sonme key aspects
of this, of what's going on.

The one thing you notice, and | think
the secretary said this, which is we do seemto be
digitizing just about everything, whether we think
about where we live and the way we |live in our
homes, how we as individuals nove about the world
and conduct conmerce, track information, find
t hi ngs, track our own health of our bodies and
al so when we go to work, how we actually get to
work in terms of how our transportation systens
and nmobilities have evolved, as well as what we
actually do at work, whether it's in an office or
actually in the factory.

So we do see -- digitization does seem
to be touching nost aspects of just about
everything. This obviously raises a question as to
exactly how big is a digital economy. And | think
Al an alluded to this, which is if we think about
just the sectors that actually make up what you
m ght call the informati on conmuni cati on

technol ogy, it's about 5 percent of the -- as a
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share of GDP. However, that underestimtes |ots
of things.

So if we think about, for exanple, how
this plays into other sectors in terns of the
pricing effects of these actual products and
services being consumed by other sectors, you can
get to a nunber about as big as 10 percent. But
I f you really truly think about what does this
actually touch in terms of products and services
and what actually happens in the econonmy, you
start to get to where you are tal king about pretty
much every aspect of the econony in al nbst every
way.

And there's just some small exanples to
t hi nk about in ternms of what different parts of
this it touches, particularly for individuals. So
this has beconme a very pervasive aspect of how our
economy works. And we've seen all the exanpl es of
everything from big data and analytics, how we use
the Internet, how we do commerce, how we buy and
sell products, how we find products and services.

Thi s has beconme quite, quite pervasive.
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But we're not done yet. One of the
things that's quite extraordinary is that there
are even nore technol ogies that are still playing
out that are going to continue to transformthe
economy over the next decade or so. The list |I'm
about to go through here was selected for some of
the ones that we see that are |likely to have the
bi ggest inmpact in ternms of scope -- by that, |
mean touchi ng just about every aspect of the
economy -- as well as in terns of the scale of the
| mpact over the next decade.

The first set is what you m ght cal
technol ogies that are related to how we use what
we've traditionally thought about as information
technol ogies. These range from-- you know, the
nmobile Internet is not done yet. And we still
have, you know, the growth of cloud conmputing.

But we're also starting to see, for exanple, sone
of the things that are happening with the Internet
of things and some of the things that, you know,
people on this board are doing and conpanies in

t he econony are doing.
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And t hen, of course, we've got sone of
the new trends that we're starting to see around
machi ne | earning, artificial intelligence and al so
t he beginning of the automati on of know edge wor k.
We are also starting to see machi nes affecting
ot her parts of the econonmy, whether it's in terns
of advanced robotics or autononous and near -
aut ononous vehicles and drones and ot her things
t hat nove about in the econony, as well as what's
starting to happen in arenas |i ke manufacturing.

There are also other things that are
happeni ng al ongside this that are actually quite
i mportant. \While they may not be purely digital
in their initial instance, | think we're going to
find that digitization will touch these. So think
about what's happening with synthetic biology and
next- generation genom cs, when that's coupl ed
with big data and analytics. W're also starting
to see things happening in terms of how we think
about and use energy.

So we think that these are sone of the

technol ogi es that are going to have a profound
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| mpact and digital is going to touch these. But
even this is not done. W're starting to see
ot her things too, whether, you know, it's block
chain and encrypted currencies, what we're
starting to see with, you know, virtual reality
and augnmented reality. And you could go on and
on, sort of defined networks and there's a whol e
set of things that are going to continue to happen
to transformthe econony. So there's a |ot nore
that's going to happen.

So what we thought -- what | thought |
m ght do is to then at |east focus on three areas
of opportunity and chall enge that are worth
t hi nki ng about. One is this question about just
how nmuch -- how can the econony as a whol e take
advant age of digitization because the prom se
here, the expectation is that this is going to
drive growth and productivity, as well as nore
pervasive innovation in the econony.

And then, second, we're going to touch
on this question of what you m ght call the

digitization of globalization. Alan alluded to
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some of this around data fl ows. And t hen, of
course, one of the big questions is how
digitization's affecting work. Then we'll
conclude with some of the -- sonme initial
observations or some of the foundations that we
could focus on that are inmportant to get right.

One way to think about the U. S. econony
in terms of the extent of digitization is to at
| east - - we're tenmpted to try and measure this
with metrics and indicators in three categories.
One is assets. So this is thinking through the
sectors and conpanies in ternms of the digital
infrastructure they have now depl oyed, whet her
It's information technol ogy equi pment, software,
har dwar e, anything - - and even data itself.
We've t hought about that as an asset.

Second is usage. So think of this as
usage of technology in terms of making paynments,
maki ng mar ket pl aces work, transform ng business
processes. So several measurenents related to
usage. And then, of course, |abor, which has to

do with how much are we empowering workers with
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digital capacities and capabilities and

technol ogy, to what extent are we creating new

digital jobs -- think of data scientists and so
forth.

So the picture you get -- and no need to
pay attention to the fine details -- but hopefully

you get an inpression across the sectors, visually
at least, as to which ones are the nost digitized
sectors and which ones are not. Let me point out
at | east some key features of this. There's a
group at the top that we nunbered one here. These
are, you know, sectors that are very know edge

i ntensive and these are very highly digitized
across the kind of metrics that | just described.
And it's no surprise, you know, that it's the
medi a sector, professional services and

i nformati on technol ogy sector itself.

You' ve al so got a set of sectors that
are very capital intensive, like oil and gas,
utilities and so forth, that still have an
opportunity to further digitize their assets. And

you're starting to see that in pockets as some of
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t hese conmpanies start to deploy nore instrumented
or nmore digital aspects to what they already do in
what are traditionally physical technol ogi es.

You al so have a set of sectors that,
even though we may see some of them as | ooking
digital, they have a very long tail of smaller
entities that are not very digital. So exanples
could include even retail trade. So even though
we may think about e-commerce, retail trade
actually includes a |ot of small businesses that
may not be as digitized as we i magine. And then,
of course, there's another sector of B2B sectors
that could i nmprove how they use digital
t echnol ogi es.

But the group that's probably worth
focusing on is group nunber five and six. So
number five, these are very |l arge, |abor-intensive
sectors that have the potential to give nore
skills to their workers because they're very
| abor-intensive. And then, group number siXx is
particularly interesting because this group is

actually -- consists of sonme of the | argest
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sectors in the econony in ternms of enployment, in
terms of share of GDP. And these are also sectors
t hat generally are not considered as high
productivity sectors.

So that's where some of the big
opportunities are and, no surprise, it includes
t he governnent, health care, hospitality and
construction. You may want to notice that the
bl ack dots are particularly interesting. The
bl ack dots on the chart are intended to indicate
sonme specific examples of highly digitized
entities that have emerged in those spaces doing
some fairly spectacul ar things.

So obvi ous examples would be if you
t hi nk about hospitality, what we're seeing with
conpanies |ike Airbnb, using platforms, what we're
seeing in transportation, so with car ride sharing
services. So sonme of these not so digitized
sectors, you're starting to see sone fairly
spectacul ar exanples, if you |like, of higher
digitization. So that's the one point I1'd like to

make on the econony.
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The second point is worth noting as
well, which is as you | ook at these measures of
digitization across the econony, we're starting to
see a gap w dening between the nost digitized
entities, whether they're conmpani es or sectors,
and those that are relatively less digitized.

So the blue part on this is | ooking at
sectors and conpanies you m ght think of as being
at the frontier of being able to use these digital
technol ogies. And the brown, at the bottom is
kind of the rest. And you're starting to see this
gap, at |l east by these measures, starting to wi den
over time. And you also see the sanme thing when
you | ook specifically at businesses.

And this particular chart shows a sanple
of some very large corporations who -- that you
m ght think m ght all be digitized. But you're
starting to see big differences, even anopngst
them And by the way, the established | eaders here
at not just the Internet conpanies. There are
al so sonme very traditional conpanies in that blue

group to the far right.
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So you're starting to see these
differences and gaps between the | eaders and the
rest. So that m ght show | think perhaps what we
may have tal ked about in the past as the digital
have and have-nots. | think what we're starting
to see are what you mght think of as the digita
haves and the have-nmores, haves because pretty
much every -- nost conpanies and nost parts of the
economy now have digital technology, to sone
ext ent.

But we've seen sone of the ones who are
maki ng the nmost use of it, the have-nores seemto
do better. And what you find is that the have-
nores, the ones who are making big use of this, if
their conmpanies typically see faster revenue
growt h, faster profit growth and if their sectors
are typically you see higher productivity and
| evel s of innovations. And also, interestingly
enough, the have-nmores tend to have actually
faster wage growth, which is already interesting.

And al so, when their conmpanies -- these

tend to be some of the conmpanies that we typically
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associate with driving disruption, who are doing
t hese extraordinary things in the econonmy. So
this is something that's probably worth thinking
about as we think about digitizing the econony,
how do we expand this.

Let me shift to a second area, which is
the digitization of globalization. One of the
things that's interesting, if you |ook at the
gl obal econony, the gl obal economy has had a
phenomenal run over the |last two or three decades
and certainly in terms of the flow of goods,
services, finance, if you like. And arguably,
some would say it seenms to have stalled since the
recession.

But one area that has continued to
expand pretty significantly is the flow of data.
And this is just | ooking going back to just a
decade ago to about 2005. This is what you m ght
-- what it mght have |ooked like in terms of a
map of the digital flows. And you can | ook at
this, both flows between countries, between

cities, between conpanies.
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But this is essentially nmeasuring kind
of data flows. And |look how it's changed in just
a decade. So in just a decade, these digital data
fl ows have grown 45-fold and the size of the
bubbl e here, which aren't even done to scal e,
because the scale would be much | arger, you'll see
that there's a big pool of inter-country data
fl ows happening in Europe. There's a big set of
flows that happen in North America. And there's
also a big set of flows within Asia.

And the patterns are pretty interesting
when you | ook at country by country. \What you see
I's you have many nore countries participating if
you | ook globally. You also see that you have
many nore conpani es participating, both |arge and
small. And you also see individuals
participating. And this is particularly
I nteresting when it comes to thinking about small
busi nesses, for exanmple, because we find that, for
exampl e, many small|l busi nesses are now
participating globally directly.

So we know, for exanple, that small
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busi nesses, when they happen to be on these gl obal
platforms, they tend to export nmore. They tend to
engage the world a lot nore and quite directly.
Zoal l uded to this earlier in her opening remarks.
It represents remarkabl e, interesting
opportunities for small and medium si zed

busi nesses.

On the question of individuals, going
back to something that | think Alan nmentioned,
it's actually quite extraordinary to see how nuch
directly individuals are engagi ng globally and
enabl ed by these technol ogies. That first big
circle is simply a measure of individuals on
social platforms who have at | east one foreign
connection. And that's close to a billion people.
We also start to have, you know, today, something
|l i ke 360 mllion individuals patriating in cross-
border e-commerce, whether they're buying
somet hing from anot her country basically through
e- conmer ce.

You're also starting to see -- and these

nunbers are, in fact, in our Vview,
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underrepresented -- the nunber of cross-border
online students, underrepresented because sinply
this is tracking where people are actually paying
for those services. There's a |l ot nore where these
t hi ngs are done freely. Think of the kid in

Bangl adesh who m ght be using the Khan Acadeny to
| earn, for exanple. That woul dn't be measur ed
here because it's free. So we're starting to see
i ndi vi dual s engage quite broadly. And this
represents a pretty exciting arena, which is why I
was quite pleased, Alan, to see you point to this
in some of your remarKks.

Let me touch on the third and fi nal
area, which is the digitization of work. I think
this is one of the more profound changes and
I mpacts that | think we're going to actually
contempl ate and think very hard about.

l"m just going to focus here on two
aspects of it. One is what we're starting to see
in terms of how | abor markets work. And | think
we're starting to see many, many exanpl es of

platforms that are matching individuals with jobs.

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 59

And you're starting to see there are sone
platforms |ike Linkedln and others where these
have become pl aces that -- where enployers and
empl oyees publish or make avail able their own
skills and capabilities.

Enpl oyers and recruiters typically go to
t hese places to find people and the matching
ability of these platforns is actually quite,
guite inpressive. You're starting to see quite a
variety, frommaster all the way to skillful and,
a nore recent issue by the New America Foundati on,
starting to try and match people with
opportunities.

The other part we're starting to see are
t hese platforms for what you m ght call on-demand
wor k or the gig economy. This is -- many, many
wor ds have been used to described this. But these
are much nore time-specific, task-specific
mat chi ng of supply and demand, if you like, to
fulfill particular tasks.

Now, these have been very conplicated

and there's a lot of work to do to make these
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t hi ngs work effectively. But this is a phenonmenon
t hat probably isn't going to go away. And part of
t he question for us is how do we help the various
participants in this get the right benefits and
have it work the way it worked well for everybody.

But these have been quite remarkabl e
platforms that have grown over tinme. And then, of
course, you've also got other types of training
and recruiting tools that are starting to energe.
So this whole question of how | abor markets work |
think is a very inmportant area to think about.

The other area to think about is what's
happening to work in automation. And what you see
here is these dots represent numerous jobs in the
economy. We had the good benefit of being able to
draw on some of the work that the BLS and others -
- and the O*NET dat abase have been doi ng, | ooking
at jobs and tasks.

What you could be taking away fromthis
are several things, that at | east based on
currently demonstrated technol ogies, we're |ikely

to see automation start to happen for both high
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wage, high skill occupations as well as | ow wage,
| ow skill occupations.

So you'll see at the high end on the

vertical axis categories that are likely to be
easily automatable and all the way to the bottom
where you' ve got tasks like the |l andscape and
grounds keeping staff that are less likely to be
automated. But you also see highway jobs going
over to the right that are potentially going to be
aut omat ed.

A few things | m ght highlight and sort
of some things to take away fromthis. One is
t hat at | east when we | ook across over the next 10
years at the level of activities, not whole jobs,
but activities, we're likely to see as much as 44
percent of activities -- not jobs, activities --
be aut omat ed.

However, when you translate that to
whol e jobs, because any one job consists of lots
of different activities -- when you translate that
to whole jobs, at |east for the next decade

anyway, we don't see that affecting nore than
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about 5 percent of whole jobs. Havi ng sai d that
t hough, there's a very inmportant other thing
that's going on. W actually see something |ike
close to 30 percent of activities and about 60
percent of tasks start to get automated.

What that means is that nmost jobs wl
change. So while they may not go away, nost jobs
wi Il change. And how we enabl e workers and others
to be able to work with technol ogy becones very,
very critical. And you m ght think of this as
t echnol ogy augnenting j obs.

Now, when you | ook at much out beyond 10
years, there's a |ot nore work to be done. And
some would argue all bets are off. But | think
this is at | east what we see over the next 10
years.

One point that's worth enphasi zi ng
t hough with this question of jobs and automati on,
there's one area where this is going to matter a
lot. And that's in the mddle skill occupations.
And there's been some extraordinary work that

David Autor and others -- and many ot hers have
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actually done related to this. But one aspect of
it is if you ook historically, we've always had a
pretty -- somewhat steady is not the right word,
but at least a fairly low |l evel of automation for
m ddl e-skilled jobs over different decades over
time.

But if you | ook at what we're starting
to see with these new technologies, it's quite
possible that in a m ddle-skilled category, that
rate of automati on could double. Now, that could
be mtigated in fact if you think about it, if the
demand for the jobs goes up. Then, maybe we don't
have as big an adverse effect and there's sone
real debate in the econom cs profession about the
volume of work, if you like, as these automation
rates proceed. And that's to an ongoi ng debate
and di scussi on.

Let me conclude with some thoughts and
observations of sonme of the foundations that may
be i mportant to get right. If we are going to
fully capitalize and get the benefits of this

digitization, whether in ternms of what it m ght do
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for the econonmy, in ternms of growth and
conpetitiveness globally, what it m ght do for
busi ness and entrepreneurs, but even for

I ndi viduals -- we think of the individuals as
wor kers or consumers or citizens in society as a
whol e.

Several areas to highlight. One is
clearly cybersecurity, which has been on
everybody's mnd, | think, and there's a | ot of
work that's going against this. The other is
obvi ously, you know, data and privacy, which has
al ready been highlighted. There's also questions
about just Internet access and governance. And
t he governance part in particul ar becones very
| mportant when we think about this in a gl obal
context, particularly as we think about data fl ows
gl obal | y.

An i nmportant area that perhaps hasn't
had as much attention is the inplications around
wor k and wage effects. Again, people |ike David
Aut or and others have talked to this idea of

skill-biased technical change and how that is
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starting to affect how we think about the wage
guesti on when we have massi ve anounts of
digitization.

That's a very inmportant arena to think
about and it affects -- it may be related to sone
of the disconfort, | think, that we're all feeling
and noticing in our political season, as we think
about what's happening to work.

A related concept, an idea to think
about is this question of skill, capability and
also the infrastructure gaps that we have. It's
quite remarkable, and | think many of us who live
in the private sector see this all the tinme, where
the skill gaps are quite massive.

At tinmes, when in fact enmploynment, you
know, is not where we'd like it to be, we sort of
have many corporations and conpanies finding it
difficult to find the right skills and
capabilities. And then, also this question of
ot her capabilities in the econony, how do we help
some of het conpanies and small businesses which

m ght not be as digitized as they could be, how do
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we help them how do we help entrepreneurs who
don't al ways get the attention that they should.
Then, | think there's an interesting
guestion, which | think is quite inmportant, given
where we are and the context in which we are going
to operate |I think as a council and as a board,
whi ch is how does policymaking adapt to a digital
era, when in fact things are moving nuch faster.
And quite often, the technol ogy capabilities far
outstrip the ability of policymaking to actually
keep up.
Shoul d we be thinking about adaptive
policymaking in a different way? Should we be
t hi nki ng about experimentation in a different way?
Shoul d we be thinking about evolving policy in a
different way? | think there's new questions
about how to do policymaking in a digital era.
Then, of course, there are all the nmeasurement and
classification challenges. | think many
econom sts have already pointed to the fact that
the way we measure the econonmy today doesn't fully

capture the benefits, the inpact of digital
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t echnol ogi es.

And there's also all kinds of
classification questions as we start to blur the
boundaries, as | think was pointed out, and we
start to think about sectors blurring, about jobs
bl urring, about worker classifications changing.
How do we think about sonme of these measurenments
and classification challenges? Let ne |leave it at
t hat. Thank you.

MS. BAKER: Thank you, Janes. |'m going
to make a few comments and then we've had a few
conversations with Brad and asked himto make a
few remarks. And then, noderate a discussion
relating to the digital trends that we m ght want
to think about as part of our work.

And for myself, | was going to take the
opportunity to do as the secretary suggested and
just set this in context a little bit. Now, |
know, Janes, you said that wasn't conprehensive.
But it certainly was close, if not. And | imagine
we may discuss and find a few things to add to it.

But thank you for such a broad and brief, but
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close to comprehensive set of topics.

To set it in context, | thought |1'd add
a few different things in it, one of which, to
come back to Larry's comments about explorations
and governance, which | think is something that's
often under| ooked as part of the work, but very
i nteresting. We see this, of course, in |Internet
governance in general, but also in the work being
done here.

Larry tal ked about multi-stakehol derism
And that's | think a long word with sonetines a
very technical meaning, but good as a pl acehol der
for how m ght we explore this area. Policymaking
Is a form of governance. W have the issues
rai sed that not only the Department of Conmmerce
but perhaps our overall governmental structure
doesn't have a center of gravity for addressing
somet hing as fundanmental as digital econony.

And so, as we work those things out,
those are |l ong processes. And in the neanti ne,
either as inmmediate activities or potentially as

experinments for the future are some
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experimentations in governance and policymaking.
And so, multi- stakehol derism could be a good
sanmpl e or exanple to | ook at. How woul d one
gat her people who are affected? Try to |ook at
i ssues -- maybe in the sense of design thinking,
as it were, try to iterate, prototype a potenti al
solution, try it out.

You know, certainly the other
st akehol ders in the process have nore freedomto
try than government, nmore freedomto try, nore
freedomto fail, nore freedomto iterate and try
version 2.0, 3.0 or 4.0. And so, | think this
guesti on of explorations in governance and how we
I nteract and how we m ght test out policies could
be a fruitful area. Certainly fromthe I|Internet
area, which | have some experience with, it tends
to be fruitful in two particular circunstances.
One is where the problemis generally shared and
it is something that everybody wants to sol ve.

The other is a little trickier. lt's
when you have business interests that may be

conpetitive, but for sonme reason or other have
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potential solutions to this problem needs to
happen now. So we have i nmense experience wth
that in the standards bodies, for the World W de
Web, for exanple.

Sometinmes it was obvious there was a
problem we all needed to solve. Other tines, |ike
Brad and | could probably tell stories that
Net scape and then Mozilla and M crosoft would have
really quite different interests. But a number of
really inportant solutions emerged out of those
ki nd of conflicts and trying different
I mpl ementations. So that's one area.

A second area of context is -- that |
would Iike to explore a little bit is the
i ndi vi dual experience. James has described -- and
your comments are really about the changes in jobs
and the change in the econony that automation
m ght bring. It is an i Mmense period of change.
And human beings typically are nervous about
change, whether or not it's positive or negative.

So huge ampunts of concern, plus change

in jobs and that neans | oss of jobs for some and
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change for as many, you know, as can be managed.
So in the context of individual experience, so
there is such a need for opportunity and
hopef ul ness and whet her our, you know, educati onal
i nstitutions can adapt fast enough is a big

guesti on.

And so, once again, | think there's a
real question about what sort of explorations and
change could be managed. There are certainly
priorities and policies for the departnment and
there may be a great deal to do there. And
perhaps the work of this board m ght include are
there explorations in whether it's skills or
capacity or wages or work that m ght be possible
to run.

And | think the final piece of context
l'd like to add is the gl obal aspect, in which,
you know, the United States has clearly been the
| eader in the digitization and technol ogy.

It's also clear today that there's at
| east one other market that is |arge enough to

devel op and sustain massive econom c growth and
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change wi thout the United States. That's China.

It is doing so. | think it's -- | personally
don't -- amnot as -- | think it will take | onger
for Chinese innovations to fundamentally affect
the rest of the world because that econonmy has
such characteristics, both in |language and the use
of the Internet, that the | anguage actually drives
different forms of input, different visuals. But
it is an economy with a power of its own.

Probably, you know -- so open question,
whet her we integrate with it, whether we fragment
with it. And that | think has a very | arge
busi ness effect on our policy and our policy will
need to consider that as well. And certainly, you
know, the Arab-speaking world is |arge enough to
maintain its own really active and dynam c digital
or Internet econonmy. That hasn't -- clearly
hasn't -- it's not as integrated as China as one
nation-state. But it's also sonmething to actually
consi der.

So the final piece of context that I'd

like to |l eave us with is that the open borders of
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the Internet will bring a different degree of
gl obal interaction into the priorities and
policies. And our ability, | think -- and the

ability of any nation-state to isolate itself and

still remain part of the world econonmy is really
conpl ex.

So that's a big challenge. | think it's
al so an area where the United States can -- you

know, has in the past and can here provide really
exciting |l eadership. And so, we have the
opportunity to do that, provided, of course, we
can solve the security and trust issues, which our
| eadership in that area has suffered in the | ast
few years.

And so, one other topic is the degree to
whi ch we have the interest, will and ability to
continue to lead in that area. And so, with that,
| think because we've had some conversations with
Brad, |'m going to ask himto coment. And then,
we' |l have the kind of general discussion phase of
digital trends and topics.

MR. SM TH: Sur e. Well, thank you.
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Well, first of all, James, | thought it was a
terrific summary and the report itself was
I nval uable | think as a foundation for everything
that we need to think about here. 1'd say
certainly for me it highlights two of what | think
are the fundamental questions that we'll all have
to grapple with, namely where are the jobs of the
future going to come fromand who is going to fill
t hem

When we think about what's going to
happen to jobs, it's readily apparent that sone
j obs are going to go away and sone new j obs are
going to be created. You know, | think it offers
some solace to recognize that this has been going
on for about 150 years. It's not new and we can
| earn some things fromthe past.

Personally, |'m struck by two
phot ographs |'ve seen recently of the sane
i ntersection in New York, on Broadway. One was
taken in 1905 and one sees street cars and horses
and there's not a single autonobile. Twenty years

| ater, at the same intersection, one sees street
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cars and autonmobiles and there's not a single
hor se.

In 1905, a quarter of the country's
agricultural production was used to feed horses.
There were tens of thousands of people in New York
who had jobs sinmply to feed and clean up after
horses. All of those jobs were gone 20 years
| ater. But there were |ots of people who were
bui | di ng, mai ntaining and even driving cars, all
of which required new skills.

So | think that we face a | ot of
daunting chal |l enges. But it's hel pful to just
have t he perspective that we've been through this
before. Certainly when you ask where the new jobs
are going to cone from it's on one |evel
| mpossibly I think to know in advance, but on the
ot her hand easy to predict certain things. |If
it's all about digitization, then the jobs of the
future are likely to involve work with data and
digital technol ogy, regardless of what part of the
economy one i s in.

And as your report, the written version
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poi nted out, we even have small busi nesses
basically functioning as mcro-multinationals
using platfornms |ike eBay to sell their products
around the world. So I think the big question in a
way is how will we help the Anmerican people fil

t hese jobs of the future.

And | was very struck by one experience
| had | ast year, |ast June. Il was in a town in
Kenya cal | ed Nanyuki that's about a hundred
kil ometers north of Nairobi. It's right on the
Equator. Only 12 percent of the people in this
area even have electricity. But | was visiting an
| nt ernet cafthat was connected through a super-W -
Fi or white spaces technol ogy and that had a sol ar
panel for electricity.

And | met a very sharp fellow in his
early 20s who had a | aptop computer. And he was
sitting here at this hotspot. And | asked him
what he was doing. And he showed ne that he was
basically using this place as his office and he
was providing technical support for a U S. startup

and he was providing technical support to
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Americans. So there he was in Kenya, in a place
t hat had no broad electricity, working for a U S.
startup, supporting custonmers in the United

St at es.

What it shows is that the jobs wil
frankly go to wherever there are people who can do
them And if we want our own people to fill these
j obs, we're going to have to equip themw th the
skills that are needed.

And just as there was a time when first
t here was no universal education in the United
States, and then there was, but it was only until
peopl e were, say, 12 years old, and then over time
It expanded to today where we expect people to go
to school until they're 18, you know, we may
really need to focus on a future where people go
to school until they're 20 and then stay connected
to |l earning throughout their lives. And as nuch
as anything else, | think what we need to grapple
with is how to ensure that the jobs are created
here and filled here. Otherw se, the future is

going to be far more daunti ng.
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MS. BAKER: Woul d anyone el se, you know,
| i ke to comment on the digital trends and the
scope of things we are | ooking at, m ght | ook at,
that go into our work?

MR. THOMAS: | too think it was
i ncredi bly insightful. You know, one of the
things that strikes me as we | ook at the many,
many issues -- and |'m rem nded what the secretary
sai d about sort of focusing on a few -- is that
how do we actually go about thinking how do we
enabl e these things, how do we actually enable the
j ob creation, address sone of the trends, but at
the same time, mnimze the unintended
consequences.

You know, one of the things that always
stands out to nme is that | think that how
difficult it is to participate and the barriers
t hat you have -- and when | | ook across our
current governnment right now, | see |ots of people
attenpting to address lots of different aspects.
And when you actually have focus and energy and

attention and | ots of people trying to solve it,

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 79

sometimes you end up with conplexity.

And so, one of the things that | think
we should just be m ndful of as we go through this
I's how do we, as nmuch as possible, conme up with
solutions in the broader context that sinplify
because | do think complexity is the eneny of
participation and the eneny of accessibility.

MS. BAKER: Well, that's a fascinating
phrase, since participation is such a big aspect
of the digital econonmy, whether it's from user
communities to -- at l|least from open source, which
big parts of the Internet technol ogy came out of.
And so, that's a really interesting piece.
Complexity is the enenmy of participation.

Fasci nati ng.

MS. KATYAL: Corey's comments nade ne
t hi nk about sonmething simlar, but froma
di fferent angle, which is just about the design of
| aw. And when you were doing your wonderf ul
presentation, | kept thinking about how | aw
| mnpacts digitization and how digitization inpacts

| aw. | mean, as an academ c, one of the things
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that | often try and |l ook at is to find data about
how t he design of legal entitlenments affects
things |Iike innovation.

So if you have very high trade secret
protection, that impacts the nobility of |abor
mar kets. | f you have significant uncertainty in
t he copyright world, that affects |ending and, you
know, how people want to invest in disruptive
t echnol ogi es.

And so, one thing that | wi sh we had a
little bit more data on actually was the question
of kind of how the design of legal entitlenments
I mpacts innovation, but also this question of the
i nteractivity between different agencies that are
doi ng rul emaki ng and conmon law. | mean, the ES -
- the whole privacy shield issues cane up out of a
litigation case and so how those things interact,
| think is, such an inmportant thing for us to
study and to think about.

MS. BAKER: You know, you nmentioned
briefly the question of intellectual property

protection and | abor, which | also think is an
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area that 1 s underserved. It's, you know, ny
personal theory that Silicon Valley is hard to
replicate because of California's |abor |aw, which
all ows enmpl oyees to | eave a conpany and mai ntain
in their head the knowl edge we've | earned and go
work for a conmpetitor the next day. It's very,
very hard on management and |'ve experienced this
as wel | . It's very, very hard.

But the history of Silicon Vall ey,
starting from sem conductors, is exactly that.
And certainly I know when we hire people and need
to wait six nmonths or a year, it's a real drain on
I nnovation. And so, as to are we interested in
I nnovati on, you know, or is the ability of an
I ndi vi dual person -- i.e., labor -- to be able to
nove i nmportant or is the ability of managenment to
have consistency inmportant or just have such huge
| mpact s.

Yes? And | mght ask, you know, Janes'
presentati on, does anyone have any thoughts on
anything that wasn't included in it, that we m ght

| i ke to think about? |'m going to go through a
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series and just see if we've covered the scope of
t hi ngs here, a series of questions.

DR. GOOLSBEE: | guess | have one
guesti on about the distinction between what can be
digitized and what will be digitized. |Is the
presunption that the cost of automation is
becom ng so cheap that you woul d just
automatically replace people with machi nes?

And | give the exanple, there was a guy
t hat was an econom st in Chicago and his wfe
wor ked at the World Bank and was the case officer,
what ever you call them And her assignment was in
Sri Lanka. And this guy was an econom st, set up
his teaching schedule so he could go to be
wher ever she was, you know, when she would do it.
So he spent the month in Sri Lanka. And he said
there are many things in Sri Lanka that are
aut omat ed.

But they are not electric because, you
know, at that tine there wasn't a | ot of
electricity. And he said if you go to the grocery

store, they have an automatic door opening. But
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it's just two people who pull the door open as you
wal k up and then they shut it. [It's just the
price of |abor was so |ow that the store owners
were |ike you'd be an idiot to install an electric
mat to open the door. | can just pay two guys to
pull the door open.

You know, so that, while being a trivial
exanple, if you | ooked at your |ist, where it
sai d, you know, 30 percent of these job functions
could be automated, are you conceiving that it's
going to get considerably cheap to automate them
and they would rather have machines do it than
peopl e?

DR. MANYI KA: Thanks, Austan. That's a
very important question and actually |I'm going to
split it into two parts. So the first question is
will everything that can be automated be
aut omat ed. The answer is clearly no.

And in fact, one of the things that's
quite interesting is that | think we al ways
I magi ned that it would al ways be the |ow-skill ed,

meni al tasks that'd be the first to get automated.
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When you throw in the economcs of that, it's
actually not likely to be the case because what

happens at the | ow end, where the work is nmostly
physi cal and manual, so even though automation

t echnol ogy has made huge progress, we've made
relatively | ess progress on physical machi nes
wor king in unstructured environments and
automating that is actually nuch, nmuch harder.

And by the way, even if we could, those
are still physical machines that actually cost
somet hing. The surprising inmpact of that is that
the work that is actually easy to automate is
actually most of what we all do, which is all the
t hi nki ng work because nost of that is actually
software. It involves very little physical
machi nery. And by the way, those are nostly
al gorithm c things.

And so, no surprise that nost of the
automation that we've seen has been happening
actually in the mddle-skilled category, not so
much in the |ow-skilled category because in the

| ow skill, you've got both conplexity of the
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technol ogy and the econom cs of doing it, per your
door exanmple. So that's one thing. So | think
that's why, you know, the deeper issue is nostly
in this m ddle-skilled category.

And then, of course, as -- you're an
econom st, right -- of course the |abor supply at
the bottomend is going to be nuch | arger and nore
mal | eable. So even though we may not automate
t hose jobs in the low-skilled category, there may
be different wage effects that m ght not be as
attractive. So even though those jobs may stil
be avail able, the wages for those may not be that
great because of the abundance of |abor. And so,
it's a much nmore conplicated question. But
hopefully, that gets to your point.

MS. BAKER: Could you say just a little
bit about -- you also said -- you said m ddl e-
skilled and then high-skilled. Could you say a
little bit nore about that as well?

DR. MANYI KA: Yeah. So if you -- nost
of where the progress in machine |earning and

artificial intelligence and so forth has actually
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been in things that are repetitive, but tasks that
we've typically paid well for. So accountants and
clerks and some parts of the | egal profession,
di scovery and so forth. That's where nost of
t hese technol ogi es have actually made the npst
progress. That's also where, by the way, the
scarcity of the | abor and the workers to do that
I's much higher than the |ow-skilled jobs.

So the tradeoff to then choose to
automate is much easier to make at that |evel.
And al so, in some cases, it's not just a cost
| ssue. It's that when you apply these algorithns,
the result is actually better. So it's not just
you' re doing equival ent human | evel performance.
In some cases, you're actually getting better
resul ts. So | think, you know, we're going to --
so while we've worried historically about
automation at the | ow wage level, | think the
m ddl e-skill ed category and maybe even the high-
skilled categories are going to be an interesting
pl ace to watch

MS. BAKER: Well, | remenmber ny time
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doi ng discovery and readi ng docunments. So | can

I magi ne that. You know, thinking to the
experiments in governance, |'m wondering, Karen,
since the IEEE is also an expert in different
forms of governance, if -- not to -- well, | guess
| will put you on the spot -- but to see if you
have any thoughts about that or anything you m ght
add on that topic.

MS. BARTLESON: So two years ago, |EEE
started what we called the Internet Initiative
because we recogni zed the exact same things that
Larry tal ked about, the same focus of conmerce,
the need for trust in the Internet that was being
eroded, the need for security and privacy and
| nt ernet governance as well was changing. So the
programis designed to bring technol ogists to the
policymakers so the policymakers can make better
deci si ons.

For those of you who don't know | EEE,
we're the world's |argest professional
organi zati on of engineers. W started as

el ectronic and el ectrical engineers, but we now
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span pretty nmuch every discipline of engineering.
And one of our nmost powerful -- well, | say that
from parochial interests -- but one of our nost
powerful activities is standards.

So we've worked closely with WBC and
| SOC and | ETF to devel op what we call the open
stand principles for market-driven standards. And
some of this helps us to say that it's the market
t hat drives the standards, not the government,
which is a very interesting parallel nodel.

But anyway, for the |last two years,
we've been holding forunms in various parts around
the world to discuss the issues |like we're talKking
about today and see how the technol ogi sts can
bring sonme reality policymkers.

So in Europe, the right to be forgotten,
or just erase nme fromthe Internet. Well,
technically speaking, that's not so easy to do.
You can go to the Internet Wayback Machi ne and see
what your website | ooked |ike in the '80s. It's
really an interesting experiment. So anyway,

we're trying to help bring the reality to the
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policymakers to help us to have the right
decisions all around the world. | hope that's
what you were asking.

MS. BAKER: (Off m c, inaudible)

MS. BARTLESON: You know, and | was
really glad to hear you tal k about China. Our
past president of |IEEE recently went to the China
| nternet Forum  And the discussion there was
that, you know, China has very strict policies
about Google's not all owed, Facebook's not all owed
and the governnment controls a | ot of the
information flow. They see that as a security
I ssue and a privacy issue. They see that as
protecting their citizens, whereas we, fromthe
outside, see it as walling off their country and
preventing commerce and preventing the flow of
I nformation.

So the philosophy is conpletely
different thinking. And at this point, there's no
ri ght or wrong. But it's something we need to
under st and.

MR. RUH: So James, one question. |
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think you did a great presentation. And the thing
I's that when you | ook at the ability to actually
capture the opportunity, nmost of it is actually
bei ng captured on the consumer side, not the
i ndustrial side. And in fact, industrial
productivity has gone froma traditional gl obal 4
percent down to 1 percent in the last five years.
And so, there are natural barriers that are
causing this to not occur. And | think the
prom se has been there probably even for a decade,
yet is not noving as fast.
We see two things, and |I'm just curious
if there are others. One is the cost of
technol ogy still has not reached a point to where
t he economcs work. | think it works on the
consumer side because people Iike sonme of the
cool ness and social factors, not necessarily the
cost effectiveness. And so, one question is where
do you see the cost effectiveness of this for
wi despread adoption beyond a consumer environment.
| think the second think is talent, that

t hese technol ogi es are nore conpl ex than
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traditional manual approaches. And they require
new ki nds of skills. And as a result, you know,
we have a | arge number of unfilled positions

gl obally, especially here in the U S. W see
ourselves having to bring in H-1B enpl oyees to
fulfill those, which is a limtation. And we see
the growing of native talent inside the U. S. as
sl ower than we'd |iKke.

Do you see either of those getting
solved in the near term and what other barriers
woul d you see that we have to be concerned about?

DR. MANYI KA: Bill, thank you. | was
actually hoping you were going to solve the
I ndustrial benefits part of the question, given
what you're doing. | say that in part because one
of the things that's quite interesting on the
productivity questions -- and there are enough
econom sts in the roomthat hopefully you can al
chime in on this -- it's quite remarkable, you
know, how we used to have the Sol ow paradox in the
' 90s about, you know, conputers were everywhere

but we couldn't actually see this in the
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productivity results.

And | remenber doing some work with Bob
Sol ow actually on that question in the early
2000s.

and one of the things that we concl uded
fromthat work was that we saw the big benefits in
t he econony broadly in ternms of productivity when
a few things actually happened. One was when we
started to have the very large sectors in the
economnmy actually start to make big gains and big -
- you know, process changes. That's when we
actually saw the big change -- the nunmbers were
bi g enough to be noticed in the broader econony.

And now, arguably, if you take the heat
map that | showed, we haven't seen yet
digitization really inmpact the really, really
| arge sectors. If you remember on that chart, if
we put the numbers the size of the sectors, npst
of the ones that were red were actually the really
| arge ones, by the way. So arguably you coul d say
we've yet to see the full benefits of this round

of digitization because we have not really started
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to nove the really, really, really large sectors
in the economy. |If you take that historica
argument .

| think the question on the consuner
guestion -- and | think it is the case -- | think
t he consumer question represents some interesting
conundruns. On the one hand, you know, many
econom sts, Hal Varian and others, have argued
that we don't neasure it properly. There's a
measurement part of the question.

But the other part is that most of these
technol ogi es, the good thing about themis they
have conferred huge consumer benefits -- in an
econom st's terms, a kind of consumer surplus in
the sense that the products and services that
either are free or very, very cheap, which is
wonderful if you're a consumer, challenging if
you're a conpany and a busi ness wanting to make
nmoney and you want to measure things that you can
actually see as GDP.

So there's that part of it too. So we

| ove that as consumers and users of these products
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and services but probably don't |ike that as
busi nesses from a nonetization standpoint. |
think that's one of the issues.

| think on the tal ent question, this
one's the harder one because on the one -- | think
t he signals have been there for a very, very |long
time that there are benefits to nore educati on,
better education in terms of wages. And yet,
somehow, the system doesn't respond very well.

So either somehow we're not making
education interesting or we're not educating
enough people, creating the right incentives. So
that's an ongoi ng problem that's been the case for
a while. But it may actually be about to get
worse, which is it may be that we're going to need
to rethink what we actually train and educate
people to be able to do.

So one of the interesting things, if you
take the argunments and the evidence from machi ne
| earning and Al is that nost of the things that we
- - that are the center of our education policies

and training are in fact the things that machi nes
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can do very easily -- do mathematics, cal cul ate

t hi ngs, menorize things, remenber things. Those
are the easiest things to automate, by the way,
whereas things |ike creativity, other kinds of

t hi nki ng, those are slightly harder things to do.

So there's a question here which -- how
is it that our educational training systens are
going to evolve, both in recognizing what the
technol ogy can do, but also what's actually
needed. And it's no longer as sinple as teach
everybody math or teach everybody the facts or
teach everybody history. Yes, those are inportant.
But those are the things that machi nes can do very
well as well.

MR. HANRAHAN: So | think that your
poi nt on consumers benefiting the most, | think
the consumer surplus is absolutely right. | think
t hat consumers are | eaning towards these products,
t hese technol ogi es because it's giving them
somet hing they didn't have before. I think one of
the things that's | ess tal ked about is what it's

giving the supply side. So whether it's Uber,
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whet her it's Lyft, whether it's Handy, whether
it's TaskRabbit, we're giving people incredibly
flexibility to work in a way they didn't work
bef ore.

And you put that together with the fact
that you're going to see such a huge change in
j obs over the next decade, which whether it's 60
percent or 30 percent, it really doesn't matter.
It's just such a | arge nunber anyway. | think
there's probably three things that we shoul d
really press on.

The first one has been tal ked about.
It's education. The second one |I think is this
| dea that we need an experiment framework that
allows us to go much, much further than we've gone
before without feeling this risk of failure. And
the third one is | think a topic that's a little
more controversial. And it's this idea of how we
classify work.

So all of us are enployees of one
organi zation or another. And the |egislation that

t hat, you know, pertains to goes way back to 1938.
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And there's this conversation that we're having
around what does it mean to be an enpl oyee versus
a contractor and what that actually means as you
| ook, you know, a decade forward where a |arge
percentage of jobs are going to be automated.
Shoul d you really have a full-time -- a full-tinme
j ob and what does it mean if you' re working across
three or four different platfornms?

DR. TELLADO:. A slightly different
topic, but there was mention of consumers and |
feel compelled. | do think consumers are enjoying
t he gadgets and the devices. But | think one of
the things | don't want us to |ose sight of is
that there is so nuch burden falling to consumers
about the marketplace and about these devices.

And we have to ask ourselves about the
I nteroperability of these devices across brands.
And that ties us and brings us right back to this
notion of how inmportant it is, the trust side of
this. And so, | just wanted to put a marker
t here.

SEC. PRI TZKER: Yeah, one question that
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-- or issue that we've been grappling with is this
noti on of products today are devel oped and used
equally by consumers and busi nesses. And should
the rules of the road be the same, given these
different users, because by virtue of having one
set of rules, we're creating some real chall enges.
And there's not a line at all that -- and so, for
exanple, what's the right of privacy for ny
personal phone versus my Conmerce phone. And one
could argue that maybe they should be different,
ri ght?

But right now, they just | ook the sane.
They're just different colors so | can keep track
of which is which. But this is | think -- you
know, these products were often devel oped as
consumer products. But they're tools that we all
use in our day-to-day business. So that's a very
| mportant thing to keep in m nd, and a question |
woul d just ask, if there's sonme thought the group
woul d want to have about that division. | s that
an inmportant division or not?

MR. THOMAS: | just had one -- | just
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had one thought there. You know, it's
Interesting. We talk a | ot about how i nnovative
conmpani es and new conpanies are able to disrupt or
get their position. And | think a big part of it

t hough is that they've changed the model in sone
ways. For lots of I think history, you actually
had to have a | arge sal esforce that had | ots of
cost and lots of conplexity to actually penetrate.

And | think this fact that you're
actually tal king about or being able to find ways
to access and see and get in on the consumer side
or on the individual side and then expand your
f oot print has been one of the drivers, that it's
al | owed people to innovate.

And | think that part of the conmplexity,
| think not just froma policy perspective but
from an experience perspective is how do you
actually maintain the ability to actually have | ow
friction or for the best technology or the best
solution, to deliver the right experience, but
t hen address some of these issues of trust and

conplexity to come so that then you actually have
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these blurring of lines that happens all over the
place. And | think that's something that
technol ogi sts and i nnovators struggle with once

t hey' ve got sort of like in the position to get

i nsi de.

But | think lots of the reasons that
you've had sone of the flexibility and the un-
adoption is that you no longer necessarily have to
have a highly experience salesforce to actually go
penetrate institutions and organi zations. And |
think that's been a net-positive effect.

MS. BAKER: (Off mc, inaudible) --
sorry. I'd like to thank Janmes for kicking off the
di scussion, for a broad ranging set of topics that
we can keep in mnd as we follow the senator's
comments with a discussion about how we m ght
focus on our own work going forward. And with
that, I'"mgoing to turn it to Zoto make an
I ntroducti on.

MS. BAI RD: Thanks, M tchell. That was
a great session. One of the things that we've

t al ked about pursuing as we do our work is to
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bring in others who have been thinking about these
| ssues for a long time or nmore recently with
Intensity to inform us.

And we have the privilege this morning
of having Senator Mark Warner with us, who has
been col |l aborating with a nunber of his coll eagues
and probably many of you around the table,

I ncludi ng the Commerce Department, to think about
what these transformations in the econonmy mean for
t he people of this country and what the role is of
Washi ngton to engage with that. So if |I may, |et
me invite Mark to make a few comments.

SEN. WARNER: Well, thank you, Zo And

Secretary Pritzker, thank you for putting together

this panel. | apologize about kind of |eaping in.
I f you were m d-conversation, |'d be actually
happy to wait a couple monments and then -- and

then add or let me go through three or four of ny
points, and then if time and interest all ows,
woul d | ove to be able to sit through -- | know
you've got a break comng up a little bit |ater --

but would much rather kind of participate in the
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flow of the conversation.

Three or four itenms that | wanted to
mention, and it is true, with the help of people
| i ke ZoBaird and others around the table, this is
a space that |'ve gotten -- |I'mvery interested
I n.

Some of you know nmy background. | spent
20 years in the telecomand I T business and brings
alittle bit of experience, at |east relative to
my col |l eagues, in this space. And |I think it's an
extraordinarily exciting -- but it raises a whole
host of new policy questions. And |let me kind of

go through in no particular order.

One, |I'm amzed as | travel Virginia and
the country -- as we think about the digital
economy and what it means -- how many Anmericans
still don't have access to broadband. | think
t hat we have -- those of us who live in urban and

nmore suburban areas think this is a problem of the
past . It is not.
| think about in ny state, w de swat hes

of southwest Virginia, both topography and the
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failure to have the incumbents have a focused

di stribution network, you know, and there is a
huge understanding, | think, that -- that nost
communi ties, that broadband is not a guarantee to
success, but the failure to have broadband neans
you're not even going to be on the map. And |
know this is -- we've had lots and | ots of other
governnmental efforts, private sector efforts.

| still think we |ack a good how-to
handbook for | ocal -based conmmunities on how you
can aggregate enough demand to bring particularly
| ast mle providers, nost of which I think will be
wireless, to communities in ternms of access.
Access i s nunmber one.

Number two is the whole question of
security. As nore and nore of our devices have
enormous security chall enges and opportunities, as
we t hink about databases being broken into --
there's not a -- again, a week that goes by, if
"' m out around Virginia, that | don't hear stil
from OPM both current and fornmer federa

empl oyees, concerns about their personal data
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bei ng hacked i nto.

I still feel like we |ack a single
standard, kind of an underwriter's | aboratory,
Good Housekeepi ng seal of approval around
security. | think about this fromthe policy
standpoint, particularly as we nove into the
| nt ernet of things.

| don't think most Anmericans have any
sense of what is about to happen as we think about
all of our devices, from appliances to autos to
refrigerators, you name it, all having sensors
connected to them raises a whole host of issues
around security, around privacy, around questions
about what happens in the aftermarket if you found
out your device has got a bug in it and somebody's
hacked into it, whose responsibility does that
bear? Again, policy questions here, but ones that
are not on most menbers' kind of front-of-mnd in
terms of Congress.

One of the things, because of the
encryption debate, but not necessarily entirely

driven by encryption, nore encryption and overall

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 105

digital security. M ke McCaul, the chairman of

t he Honel and Security Commttee in the House, he
and | have put together |egislation that would say
|l et's put together a comm ssion to try to | ook at
t hese i ssues around digital security.

Now, | know and | would tend to agree
with the prem se that usually encryptions are
congressional punts, where there is a willingness
to kick the can.

| for one, again, who have spent 20
years in networks and six years on the Intel
Comm ttee, know though that if we rush to a top-
down, | egislated solution, particularly one that
woul d | egi sl ate some form of a backdoor, that we
rai se a whole host of issues around security,
around mai ntaining America's innovation |ead, as
it will push nost of the bad guys, both crimnals
and terrorists, in other words, don't form based
on hardware and software.

But trying to elevate up the security
I ssues -- and | don't know whether that exactly

falls within the purview of this comm ssion. But
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we need a common set of facts. If we can't get
this legislative conm ssion together, where it is
broad- based and bipartisan and we've got | ots of
support fromintel, | aw enforcenent. |'ve been a
little candidly surprised at tech who kind of are
I n one day and out the next day on this. But
security is going to be a huge issue.

And then, finally, the one where many of
you around the table |I've engaged with, and that
I's the whole changing nature of work that is being
driven by this digital economy. Sone of you have
heard the analogy |'ve used, and it was coi ned by
my friend Lindsey Graham who |I'lI|l never be as
good at political phrases as he is.

| spent this -- | spent an hour in the
car with Lindsey recently where he had to |listen
to my whole, you know, on-demand econony, sharing
economy pitch. And | tal ked about the
transformati on of work and how, you know, we've
moved to more and nore contingent work and peopl e
are being able to nonetize their tinme and their

energy and their assets on a real-time basis and
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great freedom and flexibility, but enornous
chal | enges.

And Li ndsey said, well Mark, what you --
you know, this is how I'Ill explain it to people in
South Carolina. What you're telling me is you're
saying that work is a little bit becom ng |like the
way we used to have to buy cable TV. You used to
have to buy cable TV and you had to buy the whole
package with a hundred channels, even though you
didn't want the hundred channels. You just wanted
ESPN and HBO. But you had to buy the whole
package to get the channels you wanted.

And now, nore and nore, people are
buying a la carte. Work in a certain sense is
bei ng broken into that category. Enployers used
to have to buy a whole person for 40 hours a week,
50 weeks a year to get the skill sets they needed
on an intermttent basis. | ncreasingly, we're
finding ways that work can now be purchased on an
as- needed, skill-driven basis. Enor mous upsi de
for consumers in that, enornmous driving down of

costs.
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|*"ve found a great nunber of people who
are workers in this on-demand econonmy who | ove the
freedom and flexibility. But from a policy
st andpoint, this raises as many fundanent al
guestions as anything | think that those of us on
the elected side will have to deal with. This
really shakes up at its core the social contract
t hat was derived in the 1930s and the 1940s.

As more and nmore work beconmes conti ngent
- - and Austan and | have tal ked about this a bet
-- and while the gig and on-demand wor kforce is
still relatively small, the contingent workforce,
whi ch now numbers somewhere in the, you know, 30
to 40 percent, depending on the way you want to
cut it, is nore and nmore corporates starting in
the '90s decided to take everything that was non-
core to their function and outsource it, if not
literally outsource it outside the country, at
| east outsource it from being within inside the
corporate structure.

And all of that work that's been

out sourced, whether it is back office work,
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whet her it is your janitorial or your feed
services, really operate in a totally different
set of rules and regul ati ons.

And | think our binary view of
empl oyment, 1099 versus W2, one comng with a
whol e set of social contract -- unenpl oyment,
wor kman's conp, disability, health, retirenment --
other with basically no social insurance, we're
seeing kind of happen underneath the top |ine of
t he econony a massive shift to this contingent
wor kf orce, which again, at 35 percent | think is
t he nmost accurate number and growi ng exponentially
-- froman economc free-rider standpoint, if we
end up with 60, 70 percent of the workforce in
some form of continent, whether we call them on-
demand or not.

We have a huge chall enge with our public
entitlement and social safety net prograns because
I f no one's been contributing to social insurance
al ong the way, workers and enpl oyers, when bad
t hi ngs happen, those people fall upon a safety net

that's already strained.
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My hope would be -- and | don't think --
my hope will be that Congress will not top-down
| egi sl ate and stop this innovation -- is that we
can see nmore innovative nmodels being tried out in
| ocal conmmunities on a regional basis, on a state
basis. | commend what Uber and the machinists did
a week ago. | think that is just one nodel.

My hope, and |I know people around the
table and | have spent a lot of time tal king about
this -- you know, whether we can get nore nodels
to try out -- Secretary Pritzker, one of the
t hings that, you know, we've talked a little bit
here. There is great fear amongst the conpanies
about trying anything in this space, model -- and
in terms of benefits because of the fear that it
wi Il be used against themin our 1099, W2 world.

Secretary Pritzker, if we could get some
more in effect, you know, regul atory sandboxes or
ability to try innovative pilots, | think we would
go a |l ong way. |'d close with this. You know, as
one of the things that if we are going to nmove to

t his new nodel and beyond the two classifications
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of work and as we think about a third or a fourth
classification of work, there's two parts that at
| east where some of the work we're doing at the
Aspen Institute under the future of work project
that we're focusing on.

One is portability of benefits, making
t hose benefits attach to the human bei ng rather
t han being connected to the workpl ace.

But two, and this is again where a | ot
of the conmpanies -- maybe not in this forum but
el sewhere could I think help us think through
these items -- if we were to be able to suddenly
wave the magi ¢ wand and say everybody in the
contingent workforce, on-demand or not, is going
to have portable set of benefits that travel with
them that is going to have sone kind of joint
contribution comng fromthe enployer and the
wor ker, before we sinmply port over fromthe 20th
century unenpl oyment, workman's conmp, disability,
health and retirement, those are still big
bucket s.

Before we sinply port all of those over
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to the 21st century in a portable benefit
framewor k, what | would hope we would al so think
about is can we reinvent what that social contract
woul d | ook IiKke.

The last point 1'lIl make is that one of
the things that we've discovered as we started
with the on-demand and then spread to nore
conti ngent workforce and then really kind of dug
in with some of the FinTec firms and sone of the
more traditional financial institutions, one of
the challenges | think most Americans face right
now that really is exponentially different than it
was 30 or 40 years ago because if you think about
work, it was 40 hours a week, 50 weeks a year.

Whet her you made a little bit of noney,
a medi um anmount of money or a | ot of noney, you
had predictability. |If you have now a workpl ace
which is much nore contingent and your incone
volatility is exponentially higher -- and
JPMorgan's done a | ot of good work here -- our
current benefits package is not meant for a

uni verse of Americans who are going to work --
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even if they make enough nmoney -- in an
extraordinarily income-volatile situation.

So are there tools, particularly com ng
out of FinTec, that can inconme-snmooth, that can
hel p create that enmergency $400 that can only be
used once a year wi thout diverting people into
payday or car title |loans or into these debt
spirals that people get into. All this is
possible. But it is going to require -- it is
going to require making sure that everybody has
access. It is going to require thinking through
this transformation in our econonmy and thinking
t hrough the security issues.

And then, finally, it is going to
require, as people think about the changi ng nature
of work, | hope we end up with a place where there
I's social insurance, where there is a 21st century
social contract and that part of that soci al
contract is going to entail sonme |level -- sonme
ability to have some form of income snoot hing
because | don't think we're going to go back to a

predi ctable income streamthe way we had in the
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20t h century.

So | know |'ve bounced around a little
bit, but would love to sit and |listen or have
peopl e respond. | guess one thing that | would
| ove to hear fromthe panel, if we've got a couple
of moments, is, you know, what should Congress do
over the next few nonths, recognizing Congress is
not going to do nuch over the next few nmonths.

But you know, what should Congress do and what
shoul d Congress not do, you know, in the short
termin this space.

SEC. PRI TZKER: Senator, first of all,

t hank you very much for attending our neeting. |
t hi nk you' ve provided some val uable insights that
frankly some of which we had not focused on as of
yet .

If you |l ook on the board, or on the
screens, this is the sort of framework within
whi ch Commerce has been acting and this is sort of
a framewor k agai nst which the group has been
reacting to say is this an inclusive enough agenda

or not. And we don't pretend at Commerce to think
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t hat we have a ful some enough agenda. That's why
we created this working group, which is very
hel pf ul .

| think that access has very nuch been
on our mnd. | think Brad suggested that our
access agenda should also include folks with
disability, so not just coverage, but also that we
need to include folks with disability. As it
relates to security, this is absolutely sort of in
t he area of our trust bucket.

And it's a huge issue that your point
about there is not a Good Housekeepi ng seal or a
how-to book is exactly right. W have -- the
Cybersecurity comm ssion has made one of it --
which is not this group, but another -- that we
support has made that one of its to-dos is to cone
back with a set of suggestions about how do we
measure appropriate cybersecurity and security.
And this doesn't nean it's not a purview of this
group. " m just saying it's also in their bucket.

The point of the changing nature of

wor k, we spent a |ot of time tal king about that.
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But you brought an additional dinmension. W've
spent a lot of time tal king about the need to
change education, the realization that work is
changi ng. But your point about the social conpact
and the social safety net is one that we had not
focused on. And | think that really is an

i mportant dinension to be added to the work of
this group.

One of the things Larry Strickling, our
assistant secretary at NTIA, has really chanpi oned
is the whole nulti-stakehol der process of com ng
up with ideas and solutions in the digital world.
And that m ght be a way to reinvent the social
contract is to really engage in some form of
mul ti- stakehol der approach. So those are just a
few reactions to your approach.

SEN. WARNER: Can | --

SEC. PRI TZKER: Sur e.

SEN. WARNER: Just two questions -- just
a couple of quick comments. On the Cybersecurity
Taskforce, and |I've spent some -- you know, quite

a bit of tine with Tom Donilon on this and |
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commend the president for nmoving forward on this
initiative. My understanding -- and | could be
wrong -- of what the president's taskforce is
really focused on is nore kind of cyber-hygi ene
for USG. You know, and terribly inportant and
obviously in a state |like Virginia, exponentially
I mportant.

But questions around, you know, getting
ahead of the debate on as we nove to the Internet
of things, at |east thinking about market and
aftermarket. If you've got software in your
refrigerator and sonebody hacks into it two years

after the fact, whose responsibility is that going

to be? |1'mnot saying this conm ssion needs to
come up with that answer. But | don't think most
Ameri cans or nost policymakers that | work with

even know what the Internet of things is.

And then, three, this -- the current
debat e about encryption is -- as soneone who feels
i ke I'"m hanging on by my fingernails trying to
understand all of the kind of ram fications of

this, you know, God forbid another incident,
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particularly if the bad guys use encrypted
t echnol ogy, which nmore than |likely they wll.

It gets nme to the fact that there's, you
know, a couple thousand new apps a day added to
t he i Phone store and over half of those are
foreign and nmost all of them are encrypted. For
us to presune that something won't happen and it
won't be using encryption, if we don't kind of |ay
out proactively some of the set of options, there
will be political solutions offered that | think
may sound good, may not make Americans safer and
could do enormus damage to our -- you know,
America's long-term economc lead in the area that
we are still the world | eaders.

| know it's not perhaps the purview.
But it's -- boy oh boy oh boy, it's com ng and
it's been very disheartening that, you know,
because the current -- just because one set of
litigation has gone down, that many people have
ki nd of buried their head in the sands again. And
| say that as a friend of the tech community. But

it's really been pretty disheartening to see
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people retreat fromthe debate.

And then, on the question around how we
get it right with the social contract or about
soci al insurance, you know, we will have -- |
think the worm-- editorial comment here -- the
vi ew around the gig and on-demand econom es, |
think the public's mood is shifting. It was al
very positive a year ago, six nonths ago. | * m not
sure it's as positive anynore.

And notional ideas of let's say let's
just put everybody back into a traditional 20th
century box in ternms of classification | think is
a much higher -- much higher chance today than it
was even three nmonths ago. And ny fear will be if
we don't try some nodels, if we don't try some --
and again, Madane Secretary, you and | have tal ked
about this, you know, before.

I know there are even internal
di scussions within the adm nistration where we
fit. If we can't try out sonme new nodels, then

policymakers are going to be left with I think

only two choices. W either put everybody back
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into a 20th century context or we just say we're
not going to have any social insurance at all.
And the | adder of everyone for thenselves | just
don't think is going to fly.

MS. BAIRD: The issues you're raising,
which, | think you know, are very inportant, |
woul d mention too that Senator Warner's working on
these on a bipartisan basis. He's |leading his
effort with Mtch Daniels, who was head of OMB in
t he Bush adm nistration, and governor of |ndiana
and now present of Purdue.

These issues are really a piece of a
broad set of policy issues for which we don't have
a very good neans of deciding what we even val ue
as a country, let alone reaching conclusions on
t hose policy issues.

The issues you raise about portable
benefits and the social conpact and the
classifications of work, there are issues M tchel
rai sed earlier about positions Anmerica m ght take
in the gl obal discussions about data flows and the

conpartnentalization by country of the Internet.
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And so, | think one of the chall enges
for us will be to see if we have a way of thinking

about how Commerce can | ead a devel opnment of the
current values in a very divided country in order
to devel op consensus around positions, |et alone -
- or broadening of consensus around positions that
we even know what direction the experinments m ght
go or what direction we m ght want to seek for
policy.

Brad, did you want to nmake a comment
bef ore we nove to the next part of the agenda?

Because | do think we need to nmove on pretty

qui ckly. But | know you were --

MR. SMTH: Well, sure. "1l just offer
two brief coments. First, | personally -- since
we're all in our personal capacity here today --

think that the |l egislation that you've introduced
with Representative McCaul is extrenely inportant.
The notion that we should take a knotty issue and
devel op a conmmon understandi ng of the facts before
we devel op an opinion on the outcone is perhaps

somewhat unconventional this year but is
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nonet hel ess | audable. And it's actually

I mportant. And | think increasingly people are
| ooking at it that way, as sonmething we need to
do.

But second, | did want to build on just
your comment and then the prior comment. |It's
interesting to see how much the future of comerce
depends on the nature of |abor. One's rem nded --
or at least I'"'mrem nded by the fact that when
this department was first created, it was the
departnment of commerce and | abor and then they
were split. And | think we really only have three
choi ces.

We either create a new nodel for the
21st century or we fall back on the nodel of the
20t h century or we fall back on the model of the
19t h century, because if there's no | abor | aw at
all and there's no Social Security at all, we're
back in the 19th century. The truth is neither of
t hose outcomes make sense.

And | think one of the disconcerting

t hings for those of us who work in the tech sector
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Is the degree to which right now the debate seens
to be about the application of 20th century law to
21st century practices. It's |Ii ke watching people
trying to pound a round beg into a square hole.
And when it doesn't go in, they just pound harder.

And the truth is | don't think anybody
really knows what the new model should | ook |ike.
| think we can start by asking ourselves what
val ues and principles exist that we really regard
as timeless. You know, we want, | think, people
to work in a safe environnment, be healthy, get a
decent day's pay for a decent day's work, to have
the ability to retire at the end of their careers.

But we have to ask how we apply those in
this new age of work. And you know, | think that
Is a very good question for us to think nore
about .

MS. BAKER: And | have one quick
guestion, and it is on the encryption debate and
your comments about the tech industry in
particul ar. I|*'mfrom Mozilla, by the way. And it

occurs to me, on a practical level, in this trust
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bucket here, we m ght consi der whether we --
whet her it's possible and how one m ght build an
at |l east nore trustable or working relationship
bet ween the tech industry and government.

But | think there's no question that the
Snowden episode really fractured that in a deep
and dysfunctional way. So it m ght be a topic.
Again, I'mnot sure if it's in the purview or if
it's the nost effective. But within that trust
bucket, the issue you raised is probably inmportant
to progress on many of them

MS. BAIRD: We're going to need to nove
on -- thanks -- because we have planned to use the
rest of our time before public comment period to
dig into three possi ble areas that we may want to
have on our agenda, shape our agenda around.

Il think we'll revisit all of this
obvi ously after today as we think about how do we
formup the work that we take forward. But we've
asked some of our nmenmbers to |lead off the
di scussion. And the three that we've highlighted

because of the conversations that we've had with
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peopl e before the neeting are, first, this
guesti on of measurenent.

What do we need to measure to understand
what's happening in the econony, to inform
pol i cymaki ng? What kind of data and information
does the governnment have that can be useful to
busi nesses as they grow, to small businesses, to
I ndi viduals to understand the econony, to
policymakers? And what other information ought
t he government to be | ooking at, whether it be in
t he context of the Census or standard setting
processes or otherwi se. So the whole issue of
what the measurement netrics for the econony,
we're going to take up in the first session.

We're going to take up the question of
the | abor force and skills and how do we devel op
the talent for the work of the future and how do
peopl e think about their place in the work of the
future.

And we're going to take up, third, the
guesti on of how do we enable -- how do we avoid a

digital divide between small and | arge busi nesses
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and enable small - and nedi um si zed busi nesses,

whi ch often are just individuals, to grow and
participate in the benefits of data for business
growt h and benefit in engagement and gl obal trade
and the gl obal econony.

So to kick us off on the measurenent
point, let me ask Austan to start. And we only
have, unfortunately, because of where we are in
t he schedule, we only have about 10 m nutes for
each of these topics. So Austan, I'll turn it
over to you to begin the discussion. Thank you.

DR. GOOLSBEE: Okay. It works out well.
| was only going to talk, you know, for three to
five mnutes so we could have some discussion.
It's either a curse or an opportunity to have gone
after -- James has already, you know, presented
sonme fairly detailed information.

So | was just going to make a few
points. The first is, if you didn't know al ready,
the Commerce Departnment is in the pantheon of the
greatest data agencies of the world and the BEA

and the National Accounts run out of Commerce.

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 127

You' ve got the Census run out of Commerce, both

t he individual Census and all of the economc
censuses, ESA. There's a whole -- there are a
whol e bunch of functions. So | think it's totally
appropriate that we would think about that topic
of how could we give some contributions, sone
advice, as it were, to these data agenci es.

| think the existing structure we have
now, in a weird way, in the data world, we have
the same thinking as in the |abor world or as in
others. Our systens are designed really with the
20t h century economy in mnd in what we track and
what we measure. And that's becom ng increasingly
wrong. And in a way that makes it hard for both
I ndustry and for policy to do what they need to
do.

So at a fundamental |evel, we basically
try to measure the standard of |iving through the
GDP and out put and we kind of measure outputs and
we nmeasure inputs. And both of those are getting
conplicated. So |I would think we m ght be able to

give sone help on identifying what are the correct
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out puts, what are the correct inputs and how to
measure them
So on the output side, we've -- we have

| argely interpreted for all the time when we've

been keeping the data, we'll estimate the val ue,
the contribution, the standard of |living by how
much you spend on it. And now, we've got a bunch

of things that are free that we spend a | ot of
time on but we don't pay any noney for.

There's an active and contentious debate
over -- from Hal Varian and others, if we spend a
| ot of time on these things and they raise our
standard of living, is it best to think of those
as productivity enhancing and we're just
m smeasuring it or is it best to think of that as,
no, that really is a productivity sl owdown.
You're not doing anything. You're not selling
anything. And so, that's an area that we want to
t hi nk about .

On the input side, we talked a little
bit | ast night about the changing nature -- and I

| oved the comments as regards to AT&T, the
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changi ng nature of what our investnents -- you
know, what are we going to be buying equi pment
anynore?

We've seen a big shift to software as a
service and other capital goods that our
conception of let's go out and buy a thing for a
| ot of money today, which we depreciate and we get
t hese paynments over a 10-year period, that's not
really the model anynore. And so, | think sone
measuri ng what the new assets are -- if you just
| ook at market value to book value of assets, it's
gone way, way up

So you know, in Bill"'s phrasing from
| ast night, it used to be the most val uabl e
conpani es were those that had the nost assets.

And now, it's increasingly not. The nost val uable
conpani es, they have very few physical assets and
measur es. So how do we measure the existence of,
size of intellectual property, human capital,
things Iike that I think is another great area.
It's going to spill over into our discussion of

t he | abor force.
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The other major input, you've got
capital input, you' ve got the |abor input.
| ncreasingly, the labor input is not just bodies
but a bunch of skills. And how we work with the -
- how we get the Conmmerce Department to work with
Bureau of Labor Statistics and work with the
private data providers on an inventory or a census
or something, if you will, of skills and the
economy and what are being used and what are
I mportant | think could be good.

And we've increasingly seen that the
nmore measured it is, the better off -- the better
we are able to deal policies towards it,

I ndustries towards it. | wonder if we could talk
about the measurenment of drones, automated cars,
the I nternet of things. We really have no
conception of how big these truly are, except

t hrough private surveys that, you know, we try to
be representative. But | wonder if the depart ment
could go through that.

Monitoring the international treatnment

of digital goods comng fromthe United States and
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the flows -- you know, tracking the flows is the
begi nning of that. But the tracking the
equi valent of tariffs and regulatory restrictions,
tracking security violations, tracking things that
have to do with cybersecurity. | think the
senator's right. All of those are going to be
maj or i ssues.

So I just highlight those issues as
being of critical inmportance to several of the
ot her things we're going to be doing, to several
of the things that the Commerce Department does
and | would just end with one plea. For six
years, | was on the Census Advisory Conm ssion.
And with the origin of electronic comerce, there
were a | ot of pressures on the Census Bureau to
start keeping track. See, you've got a census of
retail trade. You've got to start keeping track
of electronic commerce. And Census felt, and not
wrongly, that so nmuch pressure was on themto
track electronic commerce from Congress and
ot hers, but nobody gave them any noney.

So they -- to inherently tell them we
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need you to track A, B and C was forcing themto
say we're going to stop. W're going to have to

stop or cancel program D, E and F, which actually

were important for tracking the econony. | would
hope that we don't do that. W can have a | ot of
suggestions. But let's not -- let's not tell them

abandon all the stuff that you have been tracking
because this is so inportant, we only want you to
pay attention to it.

MS. BAIRD: (Off mc, inaudible) --
sorry. This is going to become a digital econony
agency.

MR. MANYIKA: If | could, sorry, two
gqui ck comments. Austan, | thought that was
terrific. | mean, you covered pretty nuch many of
t he questions on my m nd. | think two quick
comments. One is | think on your question about
tracking assets and which ones should we track,
one suggestion would be to also consider data as
an asset.

And in fact, one of the things --

because if you were to include things that | ook
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| i ke software and data as assets, that probably
nore closely correlates to, you know, the
eval uations you often see of entities and
conpanies. It's much closer to that. Even in the
assessnent that we tried to do of the econony, we
did try to include data in the asset group of
t hi ngs we nmeasures. So that's one suggestion.

And then the other comment is, | think,
one thing that we'll have to think through on all
t hese measurement questions is that one of the
things that's changed is that nuch of the
I nformati on about het digital econony is actually
not in the hands of the government. It's actually
in private places and private sources.

| mean, we've found that even in our
wor k when we try to understand gl obal data fl ows,
nost of the sources for that are actually in the
private sector. You know, whether that's
conmpani es or a whole set of -- so the question is
how do we work through where the sources of data
for a ot of these things are no |onger going to

be surveys. And we know the flaws with surveys.
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But there's actually now a | ot of behavioral data
t hat actually exists. How do we work that
gquestion, access to the data?

MS. BAIRD: Yeah, that's huge. [|I'm
going to have to nmove us on to the next topic. So
if I could call on Mndy to jump in on the skills
and | abor issue?

MS. GROSSMAN: Sure. We've talked a |ot
about this throughout the morning. And if you
take James' conmment that nmost jobs will change and
then Brad's about who are going to fill them |
think it's inmperative that, given the shift to the
digital economy, that we really focus on training,
educating and certainly devel opi ng a workforce
t hat has the skills to serve the needs of business
in the future.

So | think no matter where we think our
busi nesses are headed, the pace of innovation
certainly is not going to slow down nor is our
expectations or imgination. And if you | ook at
the facts today, there really are no |ack of jobs.

There's a lack of unfilled positions in the
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wor kf orce. I was talking to Penny | ast night. I
t hi nk that nunmber is about 5.8 mllion. And that
actually bests the record set before the
recession.

So I think new technol ogy cycles are
going to bring new requirenments and the cycles are
actually getting shorter, which relates to a
skills msmatch. So | think the magnitude of
training and re-skilling is critical. | think the
m smatch also is driving up the price of |abor and
the conpetition for workers in this world. And
what contributes to that are things |i ke education
policy, immgration policy and also the inability
to keep up with new econony industries.

So Bill was tal king about that, you
know, from GE earlier. And how -- are we creating
greater inequities if we don't address the
wor kf orce training currently and future and are we
al so jeopardi zing our own conpetitiveness if we're
not supporting the business needs?

So you know, | think there's sone

seismc shifts in where our investnents and tal ent
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will be focused. So for exanple, working with,
you know, my role at the National Retai

Federati on, which covers businesses from snmall,

I ndependent retailers to |large mass to digital, we
represent one in four jobs in the U. S.

So if you think of the type of jobs that
are going to be required and the skills needed are
shifting dramatically, so need for data
scientists, analytics, engineers, progranmmers,

vi deographers, content creators, |T professionals,
security experts, social and even digital sales
prof essi onal s and people who can actually use new
technol ogies even in a selling environment. So
this utilization of tools, it's actually
permeating the |l ength and breadth of every
function.

| do think though, to James' earlier
point, the one thing we also can't forget is that
technol ogy can't replace creativity. So how do we
merge the skills that are needed in a digital
worl d, but still foster the creativity needed to

utilize those skills and nmove them forward?
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We recently polled a very broad group of
CEOs and asked them what keeps them up at night.
And certainly, the typical things |Iike security
and other things cane up. But | will say that the
number one thing on that |ist was talent and
maki ng sure we're attracting, retaining and
devel oping the talent that we need for the future
of the business and having a robust pipeline of
talent within the industry to nake it conpetitive
I n growth.

So certainly working with educators on
curricula or academ a and busi ness and academ c
partnerships are inmportant, what are broad-based
training prograns, whether it be for our industry
and others, as well as certifications to reflect
new tal ent needs. How do we certainly work
i ndustry- wi de, but how do we bridge that, because
It's not an industry-specific issue? |It's
rel evant to our ability to be conpetitive.

So | think the big questions that cone
up i s, you know, how do we enable the people to

get the skills they need to participate? And I
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think the word participation has come up quite a
bit this morning. And then, where are the biggest
gaps in that. And what training and educati onal

I nstitutions and curricula -- and | said before,
even early on, in early education, but certainly
critical now to get these jobs filled.

And if we don't, what inpact is that
going to have on Anmerican conpetitiveness? And
you know, then what can we do, certainly
government and business, to be able to prepare the
wor kf orce?

MS. BAIRD: (Off mc, inaudible)

MR. CICCONI: | could just underscore
what M ndy said there. | mean, we're -- at AT&T,
| mean, we're dealing with a |ot of this right
now. The biggest challenge |I think we have going
forward is reskilling of the workforce. W're
actually doing a lot of it ourselves because there
just aren't really good ways of doing it out
there, with the exception of some experinmentation
with Georgia Tech that we've done between them and

Udactity. Much of this we're doing ourselves.
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And | think one of the things that we
ought to be | ooking at is how our educati onal
systemin this country is really not meeting this
chall enge currently. And it's not, as far as we
can tell. The cost of higher education is
dramatically rising. Access to higher education is
being limted by that. People come out with
i ncredi ble | oads of debt, which, you know, burdens
t hem further.

But we have all these m dcareer people
who we are tal king about who are in m dl evel jobs
that they're not necessarily going to go away, but
they're going to change. But we have to give
t hese people the capability of doing it. And
we're finding in our conmpany, when we nmake it
avail abl e, the uptake rate is huge, is huge.

These are people in their thirties or maybe early
forties and they see their jobs changing in the
course of their career and they want to devel op
the skills to be able to neet those chall enges and
adapt so they have a good career.

But it's one thing when you have a
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conmpany your size that, you know, maybe has the
capability of developing that internally. But not
everybody can do that. And a |lot of that really
should be falling to the higher educational sstem
in this country and it's just not designed for
this at all.

MS. BAIRD: (Off mc, inaudible) -- 1
apol ogi ze. The notion of enployers training their
empl oyees has a very long tradition in this
country. But it is something that we've gotten
away from as people haven't had lifetine
empl oyment with the same Fortune 500 conpani es as
t hey used to.

And there's an interesting
experimentation going on in the Labor Depart nment
and Commerce | think have been engaged in, in
| ooki ng at the models of some other countries and
t hi nki ng about how to do apprenticeship prograns
or internships or other kinds of programs |ike
t hat, get encouraged. Al so, there's a | ot of
research. We've done sone of it. But there's a

| ot of research showi ng that enployers are | ooking
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for skills that cut across the board in who
they're trying to hire.

So soft skills, creativity skills,
skills of capacity to work in teanms. And so, one
of the things we may want to | ook at is how can
the Conmmerce Department really contribute to
coll ections of enmployers collaborating on skills
devel opment and creating new i nnovations in that

regard, as well as encouraging enployers |ike your

own.

MR. CICCONlI: Yeah. One thing |I'd put
on that list is alternative certifications. |
mean, we actually -- if you get a -- you know, a

comput er science certification from AT&T, you
know, that's probably portable. And as you think
more about the contingent workforce that we were
tal ki ng about earlier, you m ght be able to
devel op that across the board. But make no

m st ake, that is something that we have to

consi der sinmply because our traditional sources of
hi gher education aren't neeting that need

t hensel ves.
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MS. BAI RD: Pl ease.

SEC. PRITZKER: So we've been -- at the
Department of Conmmerce, as you rightly point out,
we used to be the department of commerce and | abor
bef ore the Departnment of Comerce. But we did
make wor kforce training a priority because -- from
every single enployer that | met with, since day
one, that this is an issue. So the way that we've
tried to influence is two or three ways. And one
Is to work with the Department of Labor so that
there's now a federal checklist.

We work not just with Labor but with the
adm ni stration. There's a federal checklist so
that in order for federal grants, there's about
$1.4 billion of funding that requires certain
criteria, including a business-driven, job-driven
criteria so that the federal noney is pushing out
principles as opposed to pushing out solutions.

Second is the president's commtted to
doubl e the number of apprenticeships. That's a
focus. But third is the Departnment of Comrerce,

we have a partnership with the Aspen Institute
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called Communities that Work. And we're worKking
with seven differ net comunities that are
focused, you know, on different sectors of their
economy. And the concept is to bring together the
busi ness | eadership, the educational | eadership.

So that's K-12 plus community coll ege
plus university, in a comunity, |ocal governnent
I n some instances -- and those that are worKking
best, the social service organizations because
often you have to help sonebody bridge from one
pl ace to another. And what we're finding is -- and
that -- we'll have results of that effort towards
the end of the year, the goal being not only
| earning from each other, but to come up with best
practices.

And what we're finding is that
communities where the |ocal |eadership takes hold
of this and recognizes here are the six or eight
or five or seven sectors of the econony we're
really going to focus on. And they cone together
and they break down. And what the federal effort

is doing is hel ping them break down their own
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siloes and really address this.

There's enornmus positive -- enornously
positive things that are happening for the
wor kf orce and for the enployer, getting the
wor kf orce to neet the needs of the enployer,
getting the whole apparatus to begin to work
t owards the jobs and the way jobs are training,
trying to get the ed systemto start much younger
to address this, the chall enges that communities
are going through. These comunities range from
Dal t on, Georgia, you know, to San Francisco. So
there's a different variety.

But the point being three's a bunch of
work we're doing. You should get briefed on that
so you know kind of what we're doing and how to
build on that as well because | think what we're
trying to do is, with limted resources, come up
with best practices and then how can we use our,
|l et's say, econom c devel opment grant dollars to
make sure they're being used to support workforce
training, even though the mandate is really public

wor ks out of EDA.
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So just a few thoughts about what you're
doing. You should make sure you guys are aware of
that so we can build on that.

DR. TELLADO:. Thank you, M ndy. That
was terrific. And | just wanted to applaud the --
in the framework, how closely you tied our
conversation around skills with access and | don't
want us to lose that. | think both need to be
brai ded together and to the extent that in this
third bucket that you pulled out, Zothat we don't
-- we don't forget that. | think that the two
working in partnership is essentially.

MS. BARTLESON: There's a piece of
skills that's very inmportant in industry right now
and that's diversity and inclusion. It's a really
big thrust. And if there's a way that we can,

t hrough Departnment of Commerce and through this
board, if we can make that a reality rather than
just lip service, | think we'll make a huge
difference. And the digital econony is giving
underrepresented groups a huge opportunity that

t hey never had before.
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MS. BAIRD: (Off mc, inaudible) -- I'm
sorry. |I'mnot very attentive to that. |'m going
to nove us on now, if | may --
SEC. PRI TZKER: Unfortunately, 1'm going

to have to leave in a couple of mnutes. So |
don't want to interrupt the next discussion. So |
will sneak out. I'mgoing to try and circle back
before you all wrap up during your lunch period or
after that. But | just want to say thank you.
This is unbelievably -- | can tell this is going
to be an incredibly productive and useful and I

really appreciate the commtnment all of you are

maki ng.

MS. BAIRD: We're very grateful to you
for inviting us here. And as you |eave, |isten
carefully, because Bill is going to take on a
topic that I know you care about a | ot.

SEC. PRI TZKER: Yeah. So I'm going to
be qui et.

MS. BAIRD: So |I'mgoing to pass it over
to Bill.

MR. RUH: Thank you very nuch. Look, |
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think we all know the digital econony is here
today. It's just not evenly distributed inside the
U S. or even globally. The thing that seems to be
at the cornerstone of this distribution are these
technol ogy platforns that becone the cornerstone
of the ability to scale and deliver and enable
peopl e, small businesses, individuals as well as

| arge businesses to participate domestically and
gl obal | y.

But -- and a good exanple, the |Internet
itself is a basic platform But it is not the
digital econony platform It's the
connectivity/communi cation platform So we
certainly need greater access even to start there.
Wt hout that, you can't participate in the digital
econony. But above and beyond that, we've got to
encour age platforms.

The exanmples in the world today that are
successful, the consumer app econony, is built on
a nunber of different platforms from a nunber of
different players. And that has allowed a | ot of

smal |, innovative conmpanies to build and deliver
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products on a gl obal basis |ike never before. And
you know, certainly we see things |ike Bitcoin
emer gi ng as new kinds of platfornms.

So the point that | would make here is
there's not going to be a platform There will be
| ots of platforms. We have to encourage them
And this has to be encouraged across all
I ndustries. But they can also be barriers. W've
seen di scussion about single digital markets
gl obal | y. | think we have to be cognizant that if
t hese becone platforms, that they could in fact be
i nhibitors to having a true digital gl obal
economy. And we have to make sure we think about
that in policy.

| think that if we ook there -- what
we're trying to acconmplish is fairness,
conpetitiveness, the ability to be global and
al | ow people to innovate simultaneously. I think
t hese things have to be built into policy. And if
| 1 ook at the agenda and activities, | think this
s awesonme. | think it covers quite a bit.

| would just make, with regard to
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platforms, three points to consider. One is |
think data is |like -- data rights and data
protection are |like water rights of the valley.

|f you don't have data and you don't have access
to the data, you can't conpete effectively. And I
would -- | really applaud the cross-border data
initiative.

But | think it alnost has to be a first
tier player, not enbedded in free and open
Internet. It's so inmportant that we think about
data both in terms of what the government needs to
do with its data, but how we enable data w thin
the U.S. and outside. And it can't be buried in
sort of just a single activity.

| think the second thing is we've got to
| ead on gl obal trade and ensure that platforms are
open for scaling outside. W already are starting
to see barriers put in place and countries making
deci si ons about not allowi ng platforns to play.
And | think that will not enable our small and
medi um busi nesses as well as our |arge businesses

to conpete effectively.
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The | ast thing has got to be ensuring
there are standards so these things are not built
In a way that beconmes a barrier. And there has to
be an open way for everybody to participate in
t hese kind of things going forward so we can all
conpete. Things in the industrial world, like the
i ndustrial Internet Consortium have been put
together to try to lead in this. But | think
we've got to enable these nobre and nore.

So | would just say that | think
pl atfornms are not something you dictate or
| egi sl ate. The market decides on wi nning
platforms. We have to though enabl e fairness,
st andardi zati on, conpetitiveness, the ability to
conpete globally and allow themto be innovative
and not stop people frominnovati ng.

MS. BAIRD: (Off mc, inaudible)

MR. DAVI DSON: | m ght just throw at you
- - because | know our time will get short -- |ike
a meta-coment about all three groups, which is
just to say | think these are three terrific

t opi cs where this group could add a huge anount of
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val ue, which is partly why we're really glad that
t hey came up organically from your conversations,
particularly with the co-chairs.

In each of them there's -- as you heard
fromthe secretary -- a fair anount of work that

we're doing. We're doing a lot on this

measurement project. But there's a |ot nore help
we could use in thinking about it. W're doing a
fair ampunt -- this is comng out of the economc
statistics -- BSA or ---- bureau on this. The

i ssue of skills and education that you heard the
sectary tal k about all the work that we're doing
t here.

But | think also there's a -- there are
addi ti onal thoughts about where we could direct
our efforts and what role Commerce particularly
could play. That'd be helpful. And on this one,
this is a huge -- we have a Commerce Data Service
t hat we've stood up, data itself, but also this
| ssue of how we interact with SMEs is a big topic
for our International Trade Adm nistration. W

have an e- commerce initiative there. W've got
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our attachout in the field.

So pulling these things together in the
way that you've tal ked about could be really
hel pful. And the only thing | would add is | also
don't -- | wouldn't want -- | think there's a
little probably bit of conversation to be had
about, you know, are there things that we're
m ssing in these sets of buckets. This is plenty
of work to do.

| guess if |I had to pull out one other
thing, | would say | heard about the trust agenda
t oday, whether it's, you know, Marta's conment
about the IoT or the cybersecurity conversation
we' ve had. It's come up a | ot and whether there
was somet hi ng productive for us to do there.

And | sort of leave it to the chairs
also to think about whether we could have three
smal | subgroups, four subgroups, whether we want
to pick and choose, whether we want to do all
t hese things. But that would be nmy sort -- | would
just say this is really productive stuff that we

could really -- 1 think could add val ue here very,
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very easily in the next six nonths.
MS. BAIRD: (Off mc, inaudible) -- thank
you. 1l just leave it on. Then | won't speak
in between. If I may, let me go back to what Bill

opened up particularly because |I think there are
others here with views about this. The capacity
to enable the participation of small- and medi um
sized enterprises -- | nmean, if you look at any of
the data, we know that only 4 percent of small

busi nesses export.

But we know that of those who use
platforms, as Bill tal ked about, the number
skyrockets. It's something Iike 70 percent. |
don't know what the nunber is. But it's a totally
different order of magnitude.

And we know -- and James is one of the
| eaders in trying to quantify this -- the billions
of additional m ddle class consumers who are goi ng
to be comng online in very short order in
countries around the worl d.

So these are -- this is a fairly central

i ssue to the possibility of growi ng nore good jobs
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in this country if our small- and medi um si zed
enterprises can really engage through the kinds of
platforms that Bill's tal king about, with good
data analytics for their own understanding of

mar ket s and supply chain management and all the

t hi ngs that GE does so well.

Well, why can't a local business do it
with shared data or good analytics, as well as the
export issue? Are there others who want to junp
in on this topic for a mnute here? Please?

MR. BECKER: So just to followup on
what Bill said since Silicon Valley Bank
represents about 50 percent of all venture-backed
conpanies in the U S. So going global at an early
stage is so critical to their success and so |
agree with you.

| think making sure that the cross-
border data initiative is one of the key topics,
Is critical to them because if they -- if they
don't have that free access from a gl oba
perspective and gl obal availability, it's just --

kills a |l ot of their opportunities. So | would
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just concur with that.

MS. BAIRD: Any other coments or
t houghts? Well, we have blown right through our
break, as you have probably noticed. So |
apol ogi ze for that. But we're going to nove to a
public comment period. Mtchell, you want to take
over?

MS. BAKER: Well, so the floor is open
for public coments and | will ask our organizers
here - - these are public comments here in this
room or are there other facilities as well?

MS. REMALEY: Yeah. So we have an open
phone line actually. So the public can join that
way. And we also have the ability for those in
t he audi ence to speak as well.

MS. BAKER: Great .

MS. REMALEY: We have some m crophones
that we'll pass --

MS. BAKER: And that phone line, is that
avail able? Do we need to give out the phone
nunber or is it available some other way?

MS. REMALEY: Yes. It was actually on
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t he agenda onli ne.

MS. BAKER: Gr eat .

MS. REMALEY: So it's -- or we could
also read it out. But it is -- it's on the NTIA
website, the DEBA website. |'m happy to give the
nunmber as well. For the |ocal nunber, it's 203-

607-0666 and the PIN number is 5609518.

MR. DAVI DSON: We are not accepting

donati ons.

MS. REMALEY: No, we're not.

MS. BAKER: No sal es, no donations on
this set of calls. All right, and so you'll Ilet

us know if there's a phone call that we want to
address. Great. |In that case, I'll ask if there's
any questions from our audi ence here. Questi ons,
I nterventions?

DR. GOOLSBEE: One comment that | would
just say, given the nature of what our work is, it
m ght be worth opening the public coments to
something that's not a -- not required to happen
during our meeting.

MS. BAKER: Right. Yeah.
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DR. GOOLSBEE: Peopl e could send in a
guestion and they could farmit out to the board
or sonmet hi ng.

MS. REMALEY: Absolutely. And we
actually did give a call for that in our Federal
Regi ster notice. So that is open and we do
wel cone after today's first meeting -- we'll be
accepting witten comments as wel |.

MS. BAKER: Great. And so, once again,
Il just ask if there's anyone here -- well, we
may gain some tinme back in that case. And so, Zo
' m going to hand it back to you.

MS. BAIRD: Okay. Thank you. See how
seam essly we work together? W' ve known each
other for a few years. So it helps. W're
t hi nki ng and the Commerce Departnment has asked us
to think hard about how we can make sone progress
In the next six nonths. We have a two-year
timeframe for the appointments to the board and
t he standup of the board. But their hope is that
we will have some contribution to nmake in short

order.
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Our thought is that we'll have three
public meetings within that timeframe. W're
| ooking at the first week of August for our second
meeting, probably in California. And the third
meeting will probably be in Novenmber and we'll
talk nmore about all of this, excuse me, and
obvi ously get your input.

As we said earlier, we are |looking to
formup working groups. We're looking to create
robust public engagement. One way to get nore
robust public engagenent will be to have some
peopl e participate and provide input to the
wor ki ng groups beyond those who will draw on to
participate in the plenary public meetings.

And | just want to open up the floor
now, on behalf of Mtchell and myself, to get your
suggestions for how we nove forward and the form
i n which we meet and deli berate or any ot her
t hought s that you have about how you'd like to see
us wor k.

MR. RUH. Well, we are on the digital

economy. | assume we would have digital tools
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t hat would allow us to not have to al ways neet and
col |l aborate in person. So | don't know how we go
about doing that, but we should alnmpbst start with
that as a center point of this.

MS. REMALEY: | can speak to that a bit.
So we do have capabilities at the department that
we can offer. For instance, a coll aboration site
for the members, things |like that that should make
it a bit more hel pful to coll aborate. And
obvi ously, phone bridges and things |like that. W
we'll have those adm nistrative options avail able
I f the group would |ike to neet inter-sessionally
(sic). If we do get together as a full group,
that we need to do in the public.

But when it's subgroups working on just
getting together to prepare, to talk about what
m ght go into deliverables that would be presented
to the full group, that's okay to do inter-
sessionally with just the small groups.

DR. GOOLSBEE: Could you or Zomaybe,
could we talk a little bit about procedurally what

we think our production is meant to be? Are we
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going to be issuing a report? Is it a -- | know
different commttees advising the federal
government have different things that they do.

Some put out | arge data reports. Sone
wite a letter to the secretary saying we think
one, two, three. Sonme just give a briefing. Do
we have a sense of what we -- that m ght help us
figure out what we're --

MS. GROSSMAN: | would echo on that
because you nmentioned that you want to see
specific progress in the next six months. \What
does that | ook like to you?

MS. BAIRD: Yeah. | think -- | think we
have a |l ot of work to do to sort that out and it's
going to turn in part on what the working groups
think will be nobst productive. But you know, we
wel come your thoughts on that.

Qur inclination is to not try to prepare
a comprehensive state of the world-type report
t hat recounts the kinds of things that MKinsey's
al ready done, but rather, as Alan was saying, to

be very targeted on where we feel we can nmake a
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contribution and that the working groups will need
to |l ook at to what extent are they setting up the
obj ectives or the suggestions for principles or
the possibilities in this timeframe and to what
extent do we have answers.

For example, if there's a group that
wor ks on measurement, that group m ght say these
are things that we need to exam ne to see how
they'd best be measured, as opposed to
recommendi ng what data should be collected and hat
t he measurenment should be.

So | think it's going to vary. Sone
things we'll be able to make fairly quick
progress, presumably, based on work that's been
done by others or ourselves in the past to target
some recomendations. But on others, | think
we're going to be just targeting what needs to be
focused on. So my own inclination is to let the
wor ki ng groups try to put things into two buckets
| i ke that and see how far you think you can get
qui ckly.

And then, we should consider that
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together in ternms of our objectives, with a | ot of
I nterimconversation through digital tools |
t hi nk.

MR. DAVIDSON: And | would just echo
that and say | think it's between -- as we've been
t hi nki ng about how to set this up, and others can
chime in -- | think the charge was originally to
provi de i nput and advice to the secretary
ultimately on the, you know, inmportant trends and

policy priorities in the digital economy, from

this illustrious group of experts.

And we really value that. That said,
t hat doesn't have to come, as | said, in the -- it
could come -- | mean, | don't think it's an

either/or in our mnds. And all along, we've felt
t hat, yes, a paper that we could | ook at would be
val uabl e, seeing things |like the masterful job
that James did with that set of slides,
conpressing three | arge McKinsey talks into 15

m nutes was very inpressive and very hel pful for
us.

Havi ng that on the record in some ways

Capital Reporting - A Veritext Company
(866) 448-DEPO



10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 163

can be really hel pful for us because it gives us a
chance to really ground our work in a set of
| nputs and advice formally from people who are
real |eaders in the field. So we're not just
maki ng this stuff up ourselves. So that is really
valuable. But like |I -- you know, there's not an
either/or here. Papers are wel cone. But short,
qui ck interventions are also welcome and there's
no timeline that says all of this has to be
delivered in the fall.

| think we had contenpl ated all al ong
that some of this could be things -- you know,
could be work that happens in the fall. Sone of
It could be work that happens faster because there
are probably a few of these areas where there --
it's clear you all have some very well-formed
t houghts. Sonme of them m ght even be a sl ower
burn. And | think we all recognize that.

And so, |I'd just say | don't think we
come in with any hard, fast notions about how this
I s supposed to happen. | think there is a set of

tools in the toolkit and it will vary for each of

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 164

t he groups and each of the topics that the group
ends up taking up.

MR. ANDREWS: Yeah, | guess the one
thing I would just add to that, which I think that
is totally right. | would say though that al so
just as part of this focusing on what are very
actionabl e recommendati ons, particularly in a
short, six-nonth timeframe and obviously of the
three topics laid out, all are -- none of them are
easy or frankly we would have solved them all by
now. They're all challenges and they're going to
be both short-term chall enges and | ong-term
chal | enges.

But | do think Alan's point is right.
But | think very actionable recommendations is
hel pful as well. And you know, | would use the
exanpl e of the president's export council, for
exampl e, which has done, you know -- each year
does a letter to the president making
recomnmendations. That is one formthat | do
t hink, particularly in a six-nmonth timeframe,

woul d be very hel pful.
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But | think, to Alan's point, this is --
part of having the working groups sit down and
really scope out the problens, but then also
what's the best formto offer reconmmendati ons and
i nput on will conme out of each one uniquely. But
| woul d just put towards a bias of recommendati ons
as well.

DR. GOOLSBEE: They don't tend to neet
as frequently as what you're describing. | nmean,
meeting three tinmes in six nonths, face-to-face is
a pretty aggressive --

MR. ANDREWS: Yes.

DR. GOOLSBEE: -- nmeeting schedule. So
If we were going to maintain that, | feel like it
woul d help us on the commttee to have sone
direction. Let's not organize neetings just for
t he sake of organizing nmeetings and then at each
meeting, we try to decide, well, what are we
trying to do.

MS. BAIRD: Yeah. We'Il have some tinme
to get into this a little nore too when we have,

you know, a working meeting after lunch today --
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DR. GOOLSBEE: Arrangenent, yeabh.

MS. BAIRD: -- to organize ourselves. |
think Mtchell wanted --

MS. BAKER: | had just one quick
guestion related to this. When the group meets as
a whole and the public requirement is in play,
does that nmean physically face-to-face with public

access or can we use digital tools for public

access?

MS. REMALEY: So yes, we can use digital
tools for public access and -- but when we do neet
in person, | think we will usually try to al ways

have the opportunity for the public to join if
it's the full group. But certainly with the phone
bridge, we do always try to allow the renote
access.

MR. THOMAS: One note on next steps, |
t hi nk Al an brought the issue of the trust and how
essential that is -- | think one of the unknown
areas, at least for me, is what are the
di stinctions or overlap with the president's

comm ssion on cybersecurity and how should we
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t hi nk about, you know, trust as it relates to the
di gital econony and what we can -- or what's

al ready been done, because | don't think we have

t he need or desire to replicate work that's being
done. But | would hate for sort of |like work to
be ignored because everyone el se assunes someone's
doing it.

DR. TELLADO: Gr eat .

MR. BECKER: Just to follow up on that,
| think that's true with al nost everything on that
| ist, on the agenda and activities. | mean, it
seems |like there are so many other commttees and
organi zations, the Department of Labor working on
skills devel opnment and then, you know, next
generation of workforce, the Departnment of
Educati on also on skills devel opment.

So to me, |ooking at that |ist, what are
t he other groups or the organizations, what are
t hey working on and how can we | everage that.
always find it easier to respond to what other
peopl e are doing as opposed to spending siXx

nont hs, nine nonths free thinking ideas and then
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finding out that other groups are already working
on it and then feeling Iike you wasted a | ot of
time.

So whatever we can do and get from a
hel p perspective to understand what everyone el se
I's working on would be hel pful, which is kind of
what you were sayi ng, Corey.

DR. TELLADO:. Great. Very hel pful,
Greg. | was -- your coment made me think of -- as
wel |l as yours, Alan, when you, | think, put sort
of a proposal to think about do we need anot her
bucket. And it isn't really -- |I'm not suggesting
that. But is there sonmething on that |ist that
Isn't being pursued.

And then, as | thought about that, |
t hought about your coment on the Internet of
t hi ngs, which does bring trust to the table. But
It could be a valuable way to do sonething that
isn't being replicated el sewhere that would bring
in the trust elenment.

MS. BAIRD: Okay. So we're going to

break at this point. And | think we have covered
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our agenda. So | thank everyone for your
patience. | apologize we didn't take a break in
the m ddl e. But we wanted to keep everyone

t ogether as long as we could while the secretary
was here. So now you get your break. And we'll
continue the conversation. Thank everyone at
Comerce for what you've done to support us.

MS. REMALEY: Zosorry, one thing | did
want to mention is that if we -- as we nove into
t he session this afternoon that is nore an
adm ni strative and preparatory session, we do have
to have a sense here in the public session about
what topics we want to take into that discussion
of where we -- how we will focus our tinme and
organi ze.

So it sounded to me |ike we had agreed
to at | east pursue the three areas and maybe a
fourth. And do -- maybe we could just see if we
have consensus on that so we can feel that we are
able to go in and have that planning discussion as
wel | ?

MS. BAIRD: It |ooks |ike you do.
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MS. REMALEY: Okay. Wonderful. Thank
you for obliging nme on that. Thank you.

MR. DAVI DSON: SO are we adjourning for
the -- we're closing the session?

MS. BAIRD: We're closing the public
session.

MR. DAVI DSON: Okay.

MS. REMALEY: Okay. Wonderful.

MR. DAVIDSON: -- in the audience as
wel | and the people who are tuning in and tweeting
as well. So we appreciate it and your input is
i ncredi bly inportant to us and this anbitious
agenda we have. So thank you all

MS. REMALEY: Thank you so nuch.

MS. BAIRD: That's it.

MS. REMALEY: And with that, | wil
adj ourn the meeting. Thank you.

(Wher eupon, the foregoing adjourned at

11:35 a.m)

Capital Reporting - A Veritext Company
(866) 448-DEPO



10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 171

CERTI FI CATE OF NOTARY PUBLI C
|, Erick McNair, the officer before whomthe
f oregoi ng proceedi ng was taken, do hereby certify
t hat the proceedi ngs were recorded by ne and
t hereafter reduced to typewriting under ny
direction; that said proceedings are a true and
accurate record to the best of nmy know edge,
skills, and ability; that | 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

t he outconme of this action.

Erick McNair

Notary Public in and for the

District of Col umbi a

Capital Reporting - A Veritext Company
(866) 448-DEPO




10

11

12

13

14

15

16

17

18

19

20

21

22

Webcasting for Digital Economy Board of Advisors (DEBA)  May 16, 2016

Page 172

CERTI FI CATE OF TRANSCRI PTI ON

|, BENJAM N GRAHAM, hereby certify that | am not

t he Court Reporter who reported the follow ng
proceedi ng and that | have typed the transcript of
this proceeding using the Court Reporter's notes
and recordings. The foregoing/attached transcri pt
is a true, correct, and conplete transcription of

sai d proceeding.

May 25, 2016 BENJAM N GRAHAM
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