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prescription for failure,

Executive summary

The United States enters 2004 facing great oppor-
tunities and great challenges. On the positive side,
our economy is incredibly dynamic and leads the
world in innovation, entrepreneurship and the
generation of new industries and jobs. This leader-
ship is the result of decades of farsighted policies
by American corporate
and government lead-

"Retreating from global  ers and the invest-
competition is a certain ~ ments they made to

press our comparative
advantages and ensure

but we also cannot a business climate that
succeed without more  rewards risk. At the
effective partnerships
between the public
and private sectors.”  ble and effective global

same time, American
workers and employers
face increasingly capa-

competitors. Foreign

nations are following
our example and investing in their own innovative
capabilities, infrastructures and workforces.

Today we face a choice: Do we compete
or retreat?

Some believe America cannot effectively
compete with foreign nations. They point to wage
disparities, globalizing business models and
increasing foreign competencies. They call for
reduced trade, government protections for specific
sectors or restrictions on market-based systems.
Frightened by the economic challenges of the
past three years, they urge policymakers to
retreat from global markets and change the
rules of the game.



We believe America can compete and win in
the 215t century. American innovation, investment
and productivity can grow jobs and improve our
standard of living — we see that every day in the
information technology (IT) sector — provided
we have the courage to compete. To do so will
require greater awareness of the new competitive
threats and new responses from business and pol-
icy leaders to address these challenges aggres-
sively. Retreating from global competition is a
certain prescription for failure, but we also cannot
succeed without more effective partnerships
between the public and private sectors.

In 2004 we must work together on a new
competitiveness framework. This publication is an
attempt to launch the necessary discussions and
partnerships. Here we:

® identify some bases for optimism, demonstrat-
ing how improved workplace innovation cre-
ates new products, industries and jobs, while
enhanced productivity leads to new jobs and
higher standards of living.

e discuss elements of the evolving global land-
scape in which American workers and compa-
nies must compete.

® offer preliminary recommendations for the
types of policies that are needed to promote
innovation; improve education and training;
and encourage investments in infrastructure
and competitive business practices.

The Computer Systems Policy Project (CSPP)
is committed to American economic growth and
competitiveness. Both as CSPP and through other
organizations, our members will work closely with
policymakers throughout 2004 to identify the
policies and actions needed to compete and win in
the 215t century. America must never compete in
the battle to see who can pay their workers the
least — and it will take thoughtful leadership to
ensure our suCcess.
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Intensive use of IT tools fuels
greater gains in workplace performance
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performance

Powering American growth

What does it take to energize the economy? In a
word: people. People performing and creating on
the job and producing more day by day — in com-
panies that can accomplish more as a consequence.
This is productivity, or the amount of goods and
services people create,
using brains, brawn

“...economic forces are global and tools, for every

rather than national or local, but
American companies and workers

hour of work.
Every American
worker and family

can rely on the same can-do  shares a stake in work-

attitudes, entrepreneurial qualities place performance.

and willingness to embrace

Increased performance
and workplace innova-

innovation and change to prosper  tion spur economic

. More IT-intensive industries
. All industries

. Lower IT-intensive industries

Industries that relied heavily on
information technology experienced
higher productivity than other
industries in the 1990s. In the same
period, industry sectors that used this
technology intensively grew at almost
twice the rate of other sectors.

Source: "Digital Economy 2003"

in this new environment..." growth, the key to

national and individual

prosperity. When the
economy is doing well, Americans enjoy a higher
standard of living — and the United States secures
its economic leadership in the world.

Today more than ever, all industries must
strive to work smarter to compete, survive and
grow. The IT industry supports and enables eco -
nomic growth by creating hardware, software and
services that empower people to do their jobs
more efficiently and organizations to improve their
operations dramatically. Businesses in many indus-
try sectors have invested in technology solutions
to strengthen their competitiveness, increasing
workplace performance in their enterprises.
Indeed, from 1989 through 2001, industry sec-
tors that used IT intensively in their operations



grew at almost twice the rate of less IT-intensive

industry sectors — a powerful indication that

IT strengthens businesses, creates workforce

opportunities and supports the U.S. economy.
Higher workplace performance leads to signifi-

cant, well-documented benefits for the U.S. econ-

omy and Americans:

Rising standards of living. From 1973 until 1994,
ULS. productivity grew at 1.4 percent. At that
pace, Americans' standard of living would dou-
ble every 50 years. Between 1995 and 2003,
American productivity grew more than twice as
fast, which — if sustained — will double our
standard of living in less than 25 years.
Similarly, higher performance enabled by infor-
mation technology helped improve industrial
GDP (gross domestic product). From 1989
through 2001, average GDP growth among I'T-
intensive industries was 4.4 percent, almost
double the 2.4 percent among less IT-intensive
industries, according to the U.S. Department
of Commerce. Faster growth in the GDP —
the value of goods and services companies pro-
duce — drives higher rates of private invest-
ment, employment and consumption.

Lower inflation. Inflation slowed from 3 percent to 2
percent over the 1990s, compounding over a
decade to $3,900 in spending power for a fam-
ily earning $35,000. Lower inflation keeps
prices down, giving companies and individuals
more buying power. Lower inflation also pre-
serves corporate and individual income and
savings. Information technology has made a
major contribution to keeping inflation low, as
US. Federal Reserve Chairman Alan Greenspan

has noted repeatedly. In addition to falling
prices for many [T products, industries that are
intensive users of IT have price growth that is
only about half that of nonintensive users,

according to the U.S.Department of Commerce.

More good jobs. Growth in IT-related jobs in many
industries, such as finance, insurance, trans-
portation, public utilities and wholesale trade,
averaged about 7 percent from 1992 to 2001,
compared to job growth of only 2 percent
across the economy, according to the U.S.
Department of Commerce. In this period of
accelerated workplace performance, more than
17 million new, well-paying jobs were created.
Going forward, the U.S. Bureau of Labor
Statistics (BLS) projects rapid and significant
growth in I'T jobs — eight of the 10 fastest-
growing occupations will be in IT, according
to 2001 BLS projections.

As in many industries, employment in
the IT sector has contracted recently in
response to a weaker economy. But as the
economy heats up (as economic indicators
show is happening now), employment in both
the IT sector and in IT-related jobs in other
industries is rising again, as it has in the past.
Employment growth typically follows eco-
nomic growth — and most observers predict
rapid future growth in [T-related jobs.

Lower prices. Higher productivity enables compa-
nies to provide high-quality goods and services
at continually lower prices, a welcome advan-
tage for consumers. For example, the price of
personal computers and workstations has been
falling dramatically for more than a decade,

Working smarter

Perhaps the best way to understand how
increased innovation and productivity improve
our standard of living is to consider the change
over time in the number of Americans working on
farms. Through the introduction of mechanized
farm equipment, improved seeds and modern farm
management techniques, American farmers dra-
matically improved their productivity. In 1800,
nearly 95 percent of workers made their living on
a farm. By 1900, only about 40 percent of the
American workforce was employed in agriculture.
Today less than 2 percent of the workforce is
needed to feed America — and to grow enough
to export approximately $55 billion per year,
making the United States the largest exporter of
agricultural goods in the world. Workers who are
no longer needed on farms are now available to
work as engineers, doctors, automobile assem-
blers, architects, fashion designers, Web design-
ers, writers, entertainers and countless other jobs
that make our lives richer, more comfortable and
more enjoyable.

Source: U.S. Department of Agriculture,

National Agricultural Statistics Service’s

"Trends in U.S. Agriculture; Myths of Rich and Poor,”
by W. Michael Cox and Richard Alm.




What is the I'T industry?

The new commanding heights

Beyond the hyperbole of dot.com boom and
swoon, the IT industry is a unique and critical
component of the U.S. economy, spawning
new industry sectors, catalyzing entrepreneur-
ship and helping existing industries remain
competitive. At the same time, the IT industry
is generating promising new occupations for
Americans, such as digital media developers,
database and network administrators, multime-
dia programmers, medical imaging technicians
and technical support. The IT industry repre-
sents companies that produce technology
hardware, software and services, such as the
member companies of the Computer Systems
Policy Project — Dell, EMC, Hewlett-
Packard, IBM, Intel, Motorola, NCR and
Unisys.

American IT companies are developing
the world's cutting-edge technologies, which
contribute to maintaining the nation's growth
leadership in critical military, medical and
manufacturing industries, among many
others. And IT companies are making extraor-
dinary investments in improving America's
innovative capacity through research and
development, education and training and
capital infrastructure.

Opver the past three years, for example,
the eight CSPP member companies alone have
invested more than $80 billion in research and
development, capital expenditures, employee
training and K—12 and higher education in the
United States.

making this technology affordable for more
Americans. Today, upwards of 60 percent of
ULS. households now own a computer, com-
pared to about 23 percent in 1994, according
to the U.S. Department of Commerce.

Pursuing a second wave of productivity growth

Investment in and use of IT products accounted for
half or more of the acceleration in productivity
growth in the U.S. economy in the 1990s, accord-
ing to the U.S. Department of Commerce. Many
IT industry observers believe that a second, even
stronger wave of productivity growth is on the
horizon. Cheaper, more powerful information tech-
nology solutions may enable more people and
organizations in the United States and abroad to
perform and achieve at higher levels.

With the entrepreneurial spirit and bold
prowess that characterize American industry, [T
companies are investing aggressively in next-
generation technology products and solutions.
This continual investment is critical; innovation is
the key to maintaining U.S. leadership in advanced
technologies used to protect, defend and benefit
Americans. Moreover, in many IT companies, as
much as 50 percent of revenues come from newly
released products and services. Innovation spurs
market demand and economic growth.

American [T companies are doing business all
over the world, giving us a strategic advantage in
anticipating and responding quickly to national and
international demand with affordable, high-quality
IT productivity tools. Already, roughly 60 percent
of the revenues of U.S. IT companies come from
outside the United States, which keeps Americans

working to create new products and services for
this growing customer base. Market projections
suggest developing markets will account for even
greater portions of worldwide sales over the next
decade, presenting outstanding opportunities for
American workers. Succeeding in the global mar-
ketplace will enable the IT industry to continue to
make significant and increasing contributions to the
U.S. economy and American prosperity.

However, faster productivity growth — and
the resulting benefits to people, companies and
countries — cannot be taken for granted. While
the IT industry is a strong and steady sector of the
ULS. economy, it faces both opportunities and chal-
lenges ahead.

Opening the next frontier for American jobs

Unquestionably, the business transformations
under way in technology-intensive workplaces
change the day-to-day routines of American work-
ers, who need to work with employers to learn
new ways of doing their jobs, acquire new skills or
find new opportunities in a changing economy.
This is not a new phenomenon in this country,
which has transitioned successfully from an agrar-
ian to an industrial to an information economy.
Employment contracted in older industry sectors
and expanded dramatically in new ones. Moreover,
Americans not only adjusted to these changes, we
thrived on them: The U.S. standard of living is
one of the highest in the world. By nature,
Americans are opportunistic, competitive and
resilient — qualities that serve people well in
times of change.



— IT industry puts money in American pockets

$67,440
Average wage in
IT-producing

sectors

1 —
(TET Rt L Y]

$36,520
Average wage in
the private sector

The average wage of workers in IT-producing sectors is almost
double the average wage of workers in the private sector
overall.

Source: “Digital Economy 2003"

More than balf

(53 percent) of workers
who use technology

on the job

earn more than $40,000.

Source: “Digital Economy 2002"

Average wage

T
=" Average wage
plus

20 percent

Wages of workers who
use compulers on the
job average 20 percent
bigher that those of
workers who do similar
jobs without computers.

Source:
“Digital Economy 2002"

The landscape is different now that economic
forces are global rather than national or local, but
American companies and workers can rely on the
same can-do attitudes, entrepreneurial qualities and
willingness to embrace innovation and change to
prosper in this new environment as they have in
the past. The new frontiers of the information age
and international business open up enormous
opportunities to American companies as they con-
tinue to seek out and train educated, skilled U.S.
workers to develop and produce products and serv-
ices that are in demand throughout the world.

Still, the opening of global markets clearly
changes workforce requirements. Because U.S.
companies are operating globally, they must hire
qualified workers around the world to meet cus-
tomer demands and expand their capabilities —

a business model that makes sense, given that
increasing corporate revenues come from abroad.
These revenues cycle back to benefit American
workers directly. [T companies have more money
to spend on research and development — $56.5
billion in 2002 — the vast majority of which was
based in the United States. According to the U.S.
Department of Commerce's “Digital Economy
2003," the resulting innovations, products and
services lead to more American jobs: "Research
and development (R&D) spending by the IT sector
has contributed to economic growth through its
role in technological change and created spillovers
to local communities by creating high-paid jobs
for 300,000 scientists and engineers in all [T
industries.”

UP CLOSE:

Small businessman
finds e-commerce niche,
hires American workers

In 1995, Ken Burke started his own Web-design
business with $500 and a passion for the Web.
To get the exposure he needed, he bartered for a

booth at an industry trade show by giving semi-
nars about the Internet’s potential. As a result, he
landed his first important customer, which gave
him a steady cash flow. That contract enabled him
to buy computers and hire his first full-time
employees. Within six months he had 20 people
on the payroll of his Petaluma, Calif., company.

In 1999, R.R. Donnelly & Sons Co., the
world's second-largest printing company, invested
$3.4 million in Burke's growing company,
Multimedia Live. Today, the company employs
150 programmers, Web developers, graphic
designers, marketing and sales experts and
customer service employees.

Source: "Inc.” magazine and mmlive.com




UP CLOSE:

The life-saving, cost-saving

benefits of I'T use in health care

Being in a hospital can be risky. Every year, an
estimated 372,000 people suffer preventable
injuries or even death from adverse drug events —
getting the wrong medicine or an incorrect dosage
at the wrong time. This costs hospitals an esti-
mated $1.5 billion to $6 billion every year, not
including malpractice costs.

Up to 60 percent of these adverse drug events
could be prevented if hospitals used computerized
monitoring systems, which automatically prompt
doctors to consider patients’ weight, age and
underlying conditions when they administer drugs,
according to the Agency for Healthcare Research
and Quality. More than 80,000 adverse drug
events would be prevented if hospitals used uni-
versal bar coding on prescription medications and
blood products, according to the U.S. Food and
Drug Administration. These and many other break-
through technologies can make people’s lives better.

IT use can improve patient care in other ways,
as well. Digital imaging techniques cut the pro-
cessing time for imaging by more than 90 percent,
compared to X-ray, CT or MRI scanning.

Finally, with costs soaring, the expense of
health care is an acute concern for many citizens
that I'T solutions can mitigate. For example, indus-
try experts estimate that hospital employees typi-
cally spend 30 minutes on paperwork for every
hour of patient care provided to a Medicare recipi-

ent. Effective deployment of information technolo-

gies could reduce this time by 30 percent.

“The United States needs

to focus on educating  opportunities for
and constantly training  increased productivity

its current and future workforce,

to maintain global leadership

competitiveness

Opportunities to push the bounds
of performance and prosperity

The economic success of the 1990s represents just
the tip of the iceberg in the potential for technol-
ogy to increase our performance and prosperity.
The growing adoption of the Internet, e-commerce
and business knowl-
edge solutions is open-
ing up new

and profitability in
many industries. Less

espedally in science, costly, improved and
mathematics and engineering,  tailored packages of

hardware, software and
services may spur

in innovation and create more greater investment in
opportunities for American workers.”  and use of technology

throughout the United

States. And, as the data
cited earlier show, intensive use of technology dra-
matically transforms organizations and operations,
resulting in increased competitiveness, enhanced
workforce skills and a better quality of life for
Americans.

However, large segments of the U.S. economy,
such as the education, health and retail trade sec-
tors, have yet to take advantage of the potential of
information technology to transform their opera-
tions, according to the U.S. Department of
Commerce. These sectors also have yet to fully
experience the bumped-up productivity gains and



new opportunities that are strongly correlated
with IT investment. Likewise, many international
markets have been slow to see the value of IT
productivity tools. These markets represent a
tremendous growth opportunity for U.S. IT compa-
nies and their employees.

In some places, however, spending on IT prod-
ucts and services is increasing in rapid spurts. In
China and India — both huge potential markets —
and in countries such as Ireland, Korea, Malaysia
and Singapore, real GDP growth was above 4
percent in the 1990s, and technology spending
was more than double that. In some countries, IT
spending increased at an annual rate of more than
15 percent.

Clearly, these international markets are impor-
tant for the U.S. economy. As foreign economies
become more stable, productive and prosperous,
they purchase more U.S. products and services —
boosting sales and profitability for U.S. companies.
America’s economic strength lies in win-win results
like these. However, American companies are not
alone in pursuing these new growth opportunities.
Strong foreign competitors are equally intent on
winning new customers, particularly in markets in
their own backyards.

Capturing emerging markets in the United
States and overseas will require ingenuity and
vision from America’s technology companies and
workers. U.S. IT companies lead the world in
research and development — and they must con-
tinue to push the frontiers of innovation on an
international scale. Small, entrepreneurial compa-
nies tend to be hotbeds of innovation and job
creation as well.

Innovation creates tangible goods, services and
jobs, realities that are as clear to the rest of the
world as to Americans. Indeed, the supply of highly
skilled, educated and creative workers is increasing
internationally as other countries invest in their
own workforces. The United States needs to focus
on educating and constantly training its current and
future workforce, especially in science, mathematics
and engineering, to maintain global leadership in
innovation and create more opportunities for
American workers.

Challenges at home and abroad

In the United States, rising concerns about job
growth, the economy and homeland security create
challenges for U.S. companies that must operate
globally to remain competitive. Economic down-
turns and security issues spur impulses to protect
specific sectors and markets and limit international
trade and collaboration. Yet these measures often
backfire. Countries that resort to protectionism
end up hampering innovation and crippling their
industries, which leads to lower economic growth
and, ultimately, higher unemployment. Further-
more, any trade barriers created by the United
States in an attempt to avoid global competition
could lead to retaliation from our trading partners
and even an all-out trade war — resulting in a drag
on the global economy and reduced employment
here at home. IT companies need ready access to
foreign markets to compete for foreign business
and keep Americans working to serve global cus-
tomers. Trade must work both ways; protectionist
measures must be avoided in the United States as
well as abroad.

UP CLOSE:

David Cowen spent 10 years as a headhunter in
the relatively low-tech placement industry before
he started his own recruitment agency, Fanning
International, in New York City in 1996. Rather
than relying on traditional tools, he invested
heavily in new computers, software and training

for every employee he hired, empowering them to
manage resumes, recruitments and placements
efficiently.

He credits this business strategy for his com-
pany's success in satisfying customers with timely,
successful placements in the IT industry — and
for his ability to continue building his workforce.
He explains, "I could hire people with basic core
skill sets and give them the tools that would
enable them to work faster and more efficiently,
and therefore make more money.” Today, the
company has 30 employees and operates interna-
tionally.

Source: "Inc.” magazine
and fanning.com




While the benefits of trade are clear, it also
means more competition for American companies
and their workers — and they must be prepared to
respond. Competition from new international play-
ers, in countries such as India and China, is stiffen-
ing. Other foreign competitors also are vying for
greater market share. From 1990 to 2000, for exam-
ple, even as the United States bested Japan as the
top global IT hardware exporter, the U.S. market
share shrank, from 15.7 percent to 13.4 percent,
according to the Semiconductor Industry
Association. At the same time, IT hardware produc-
ers in China, Indonesia, Malaysia and the
Philippines vaulted in the ranks of exporters.

American companies face direct competition
from powerful, well-established, multinational com-
panies such as Aiwa, Fujitsu,
Hitachi, Infosys, Legend,

A new report from the President's Council of
Advisors on Science and Technology highlights the
concerted efforts of foreign competitors to target
IT industries as key to their economic develop-
ment. Their strategies include tax benefits and sub-
sidies to attract foreign investment, currency
manipulation, science-based industrial parks and
incentives for worker training.

A growing number of workers in these foreign
countries and companies are highly educated,
skilled and talented — a competitive challenge in
their own right. Americans who think that foreign
workers are no match for U.S. workers in knowl-
edge, skills and creativity are mistaken. Asian
nations have invested heavily in education — and it
shows. In international comparisons, Asian students
perform much better than U.S. students in math
and science, according to the Third International

“Americans who think
that foreign workers are

Minolta, NEC, Nokia, Philips,
Samsung, Seiko, Siemens and
Sony. Beijing's Legend is China's
hardware leader, with more than
9,000 employees. The company

Mathematics and Science Study. At the university
level, other countries are producing far more engi-
neers than the United States. In 1999, the United
States granted only about 61,000 bachelor-level
engineering degrees, compared to more than
103,000 in Japan, more than 134,000 in the

no match for U.S. workers
in knowledge, skills and

. . . n
creativity are mistaken. competes directly with ULS.

companies for business in the

exploding Chinese computer
market and elsewhere by adapting American busi-
ness models for pricing, installations and marketing.
Bangalore's Infosys employs 19,000 people who
provide consulting and IT services to clients glob-
ally — the kinds of high-value services U.S. com-
panies provide as well. Meanwhile, foreign
competitors filed almost half (47 percent) of U.S.
technology patent applications in 2001, according
to the U.S. Patent and Trademark Office.

European Union and more than 195,000 in China.
The United States accounted for only 7 percent of
the 868,000 bachelor-level engineering degrees
granted worldwide, according to the National
Science Board's “Science and Engineering Indicators
2002."

These challenges are real, and they are not
going away.



Maintaining U.S. superiority
with a global business approach

To capitalize on opportunities and respond to com-
petitive challenges, successful and productive U.S.
IT companies — like companies in many industry
sectors — engage in business worldwide. This
global business approach enables the United States
to maintain technological superiority and world
leadership as an economic superpower.

Operating internationally keeps companies
nimble, creative and positioned to take advantage
of new opportunities and ideas, wherever they
arise. It also enables companies to compete nose-
to-nose with serious foreign rivals — the only way
to keep American businesses strong and growing.
With increased economic and competitive pres-
sures, U.S. customers are demanding that their sup-
pliers improve quality and efficiency, lower costs,
offer more products and services, and reduce time
to market. U.S. companies operate abroad to be
close to global customers, both geographically and
culturally, and to meet round-the-clock expecta-
tions for customer service.

The Institute for International Economics (IIE),
among other research groups, has found strong
evidence that companies that produce for export
markets achieve higher productivity. Indeed, IIE's
calculations suggest that without global business
operations, our nation’s productivity growth from
1995 to 2002 would have been 2.5 percent instead
of 2.8 percent — a loss of at least $230 billion to
America's GDP. Moreover, global business opera-
tions accounted for a 10 percent to 30 percent
decline in hardware prices in the 1990s.

Global trade benefits Americans

Without trade, Americans would have a lower
standard of living. Think about the coffee that
revs our bodies, the wines, foods, clothing,
appliances and household furnishings that aver-
age families — not just the wealthy — enjoy
every day. These affordable, high-quality
imported goods would be more expensive or
impossible to produce in the United States.

Imports increase the variety of products
available at good value to American con-
sumers, thus contributing to our high standard
of living.

“Buy American” policies may seem patri-
otic, but they are, in fact, impractical and even
counterproductive. The array of products that
Americans rely on for everyday life and work
are not available in our backyards. Even if the
United States could produce everything here,
the costs would take a heavy toll on con-
sumers, especially lower-income consumers,
who would bear a disproportionate burden of
price increases on basic items, such as food

and clothing. We are better off playing to our
strengths — innovation, high skills and high
value-added goods and services that we can
export to great advantage — than trying to
produce everything in the United States.
Those who advocate protectionist policies
to curtail worldwide trade would do well to
remember what happened when the United
States enacted the Smoot-Hawley Tariff Act of
1930. That closed-door policy led to a drastic
reduction in international trade and the retalia-
tory tariffs it inspired around the world and, in
the opinion of many economists, contributed
to deepening and prolonging the Great
Depression. Similarly, Japan is still fighting
the effects of the protectionist instincts long
allowed to dominate its economy. The United
States should not invite another trade war that
would cut off markets for U.S. exports and
reduce the standard of living for Americans.




Worldwide operations benefit the U.S. econ-
omy, American workers and consumers as well.
Much of the substantial revenue earned abroad
cycles back to Americans in the form of jobs and
wages for workers, investment in research and
development, profits for shareholders and taxes for
the U.S. economy. In fact, U.S. companies with
global operations pay their workers higher wages
than comparable companies without global opera-
tions, according to the Emergency Committee on
American Trade's "Global Investments, American
Returns.” And U.S. companies that use a global
business model account for the majority of exports,
investment in physical capital and R&D in the
United States. Over the past three years, for exam-
ple, the eight CSPP member companies alone
have invested more than $80 billion in research
and development, capital expenditures, employee
training and K—12 and higher education in the
United States.

It is true that U.S. companies hire workers
around the world to meet international and
domestic demand and to operate most efficiently.
It is equally true that U.S. companies are continu-
ing to hire and invest in American workers — and
they will do so going forward. In December 2002,
U.S. IT companies employed 5.1 million workers
in the United States, according to the American
Electronics Association.

International business is not an either-or propo-
sition or a zero-sum game. U.S. companies need
facilities here and abroad, workers here and in dis-
tant places to survive, innovate and grow in a

fiercely competitive global marketplace. U.S. eco-
nomic strength lies in orchestrating the best combi-
nation of domestic and foreign resources to
produce and deliver innovative, high-quality, low-
cost products and services all day, every day — and
doing it better than foreign competitors. This com-
petitive advantage can be nurtured with American
creativity, ingenuity, invention and entrepreneur-
ship — and with the right public policies and busi-
ness priorities in place.



partnership

A policy agenda for the public
and private sectors

On the job and at home, in the public and private
sectors, Americans everywhere have a stake in
accelerating UL.S. economic growth. Higher GDP,
lower inflation, more good jobs and lower prices —
these are real benefits that all Americans can look
forward to sharing.
The challenge now
I is to accelerate eco-
... the true urgency of the ‘
nomic growth through-
competitive challenge can  out the U.S. economy

be fully addressed only and extend these gains
. to the world. This will
through partnership

) require a multifaceted,
between the public and long-term undertaking

private sectors.” — the American work-
place will not be trans-
formed overnight.
Today's fast-paced, ever-changing conditions
demand that business people and policymakers
come together now to help more American workers

15t century realities.

transition successfully to 2
ULS. companies and workers alike face global
challenges that cannot be ignored. The IT industry
is committed to strengthening America’s leadership
position and growing American jobs. Already, the
industry is investing heavily in research and devel-
opment, the foundation of innovation, competitive-
ness and American job growth. IT companies are
aggressively pursuing foreign markets and tena-

ciously competing against foreign suppliers. They




are collaborating with K—12 public schools and
higher education institutions to improve public
education and expand research capabilities. And
they are involved in their communities' economic
and workforce development initiatives.

Yet the true urgency of the competitive
challenge can be fully addressed only through
partnership between the public and private sec-
tors. CSPP believes it is time to define, enact and
implement a new competitiveness agenda. To
begin the dialogue, we recommend three policy
priorities that will support the next round of U.S.
economic growth. The industry is eager to work
with policymakers to craft comprehensive initia-
tives and specific policies in these areas.

Three policy priorities
to spur economic growth

Promote innovation:

Maintain America’s leadership.

Research and development is the lifeblood
of ULS. national security, competitiveness and qual-
ity of life in the 215! century. From airport security
to military advances to power grid upgrades to
manufactured goods, the nation will depend on
technology innovations to keep America safe and
strong. Businesses and government agencies will
need increasingly better technologies to perform at
their best and meet challenges from global com-
petitors. People will continue to seek out hardware,
software and services that make their lives easier
and more fulfilling.

Just as the last generation of Americans
invested in basic research that led to the creation of
the Internet and a burst of new, technology-related
American jobs, the current generation of Americans
must step up to invest in tomorrow's landmark
innovations and new, 215%-century jobs. Already,
the IT industry is spending billions of dollars every
year on R&D to maintain U.S. technology preemi-
nence. By expanding R&D in both the public and
private sectors, the United States will be assured of
a steady supply of effective, innovative technolo-
gies that will leverage economic growth over the
long term. While a long-term initiative is para-
mount, some specific short-term recommendations
for policymakers could include the following:



® [nstitute a permanent and improved ReD tax
credit. This will provide a stable environment
for R&D planning and spending, thus stimu-
lating the development of cutting-edge tech-
nologies that will continue U.S. technology
preeminence and create new industries.

® Substantially increase federal spending for
university-based research in the physical sciences
and engineering. While federal research invest-
ments in life sciences have grown impressively
over the past decade, investments in math,
physics, chemistry and other core disciplines
have stayed flat for more than 20 years.
Increasing research funding here will lead to
new technologies and spawn new industries

15¢ century. This

and American jobs for the 2
investment should place special emphasis on
the creation of productivity tools that will

make American workers and businesses more

productive and competitive.

® Debate and implement a strategic range of
policies that support the chain of innovation.
Innovation is more than R&D and invention.
It is the complete chain of transferring knowl-
edge and investment into new products,
processes and services. Innovation today
depends on collaboration, linkages and net-
working resources on a global scale.
Innovation includes applying technology in
new ways to transform businesses and confer a
competitive edge in areas like customer serv-
ice, price and productivity.

Encourage investment in the inno-

vation infrastructure: Maintain a

business climate that rewards risk
and encourages entrepreneurship. At a time
when U.S. job growth is stalled, investing in tech-
nology now could be a powerful way to spur job
growth in all industry sectors. Greater use of tech-
nology will improve Americans’ quality of life; for
example, widespread broadband connections will
improve communication, entertainment and access
to educational offerings; advanced medical tech-
nologies will improve patient care and results; and
stronger transportation infrastructures will improve
travel safety and efficiency.

The IT industry continues to develop and
produce tools that will help more industries mod-
ernize their infrastructures and reengineer their
operations for the 215¢ century. Policymakers can
support investments in the future by fostering a
business climate that encourages businesses and
organizations to integrate technology tools into
their strategies for growth. Here are preliminary
recommendations for policymakers:

® Enact an Infrastructure Investment Act of 2004.
Such legislation would support U.S. economic
growth in a global environment by enabling
American companies to compete, innovate
and contribute to the economy. Specific pro-
visions of this legislation might include:

¢ improved asset depreciation schedules
that would shorten unrealistically long
depreciation periods for IT assets whose
economic value declines rapidly due to
short product life cycles;




® a permanent tax moratorium on Internet
access and multiple or discriminatory
Internet taxes; and

e reform of international tax rules that
unduly raise the cost of capital and
double-tax foreign-source income.

® Adopt a set of national broadband goals and a
strategy to reach these goals. Greater deploy-
ment and use of broadband would grow
American jobs, enable faster economic growth
and bring about productivity gains.
Ubiquitous broadband availability enables
greater use of telecommuting, distance learn-
ing and real-time, remote medical diagnoses,
among other advances that would benefit
Americans. Government can and should sup-
port broadband deployment and use in many
ways, including the incorporation of CSPP's
spectrum recommendations in wireless initia-
tives and an overall national strategy.

o Expand the 215 -century e-government initiative.
This will help streamline government
processes and make government more
efficient in promoting economic and produc-
tivity growth.

Improve education and training:
Keep American workers on top.
® To ensure that the American dream

remains alive and attainable in the 215t
century, we must make sure that future work-
ers are prepared with the education and skills
they need to contribute effectively to com-
petitive enterprises. Yet, despite decades of
talk, countless reports and sweeping policy
initiatives, CEOs in the IT industry, and in
other industries as well, believe that the U.S.
public education system remains the nation's
biggest competitive disadvantage.

Today's soft job market won't last. By
2010, there will be an estimated 5.3 million
new high-skilled jobs available to qualified
workers — and 14 million more 10 years later,
predicts the National Association of
Manufacturers, the country’s largest industrial
trade group. As the U.S. workforce ages and
the economy grows, there will be many good
jobs open in many industries. Who will land
these jobs? Not the millions of American
students who graduate from high school
without basic reading, writing and mathe-
matics skills. Not the astonishing number of
American students — upwards of 25 percent
— who drop out of school with limited skills
and no prospects for employment. Not the
millions of American college graduates with-
out basic competencies in mathematics,
science and engineering. As the world’s liter-
acy rates skyrocket and as other countries
compete head-to-head with highly educated
and technically skilled workers, tomorrow’s
good jobs are up for grabs.



It is imperative for business people and
policymakers to work together to make
Americans understand that a rigorous education
15t-century skills is the
key requirement for tomorrow’s jobs. And it is

in core academics and 2

imperative for the United States to develop the
infrastructure to empower American workers to
learn, acquire new skills and change careers in
the dynamic job market of the 215t
We owe this to our children.

century.

IT companies are committed to stepping
up their already substantial collaborations with
K~12 schools and higher education, from
assisting teachers with curriculum development
to supporting underrepresented students in
math, science and engineering to opening up
workplaces for teaching and learning. And IT
companies are committed to helping identify
solutions for lifelong learning for the American
workforce. Here are additional, preliminary
recommendations for policymakers and busi-
ness people:

Fund federal and state education priorities. The
federal No Child Left Behind Act is a major
step forward for the United States, setting
important standards and accountability meas-
ures that cannot be fully realized without
focusing federal and state funding on state-led
education improvements to raise student
achievement. Industry and government, at all
levels, need to work together to make sure the
goals are funded and met.

® Enact a Mathematics and Science Improvement

Act of 2004. Just as the Reading First program
has galvanized educators to improve basic liter-
acy skills, math and science legislation will
engage educators in developing more rigorous
math and science expectations and improving
teaching and learning in these subjects.
Specific provisions of this legislation might
include:

¢ sufficient funding for the ULS.
Department of Education’s Math and
Science Partnership program, so states
can prepare for mandated science assess-
ments in 2007 and help all students grad-
uate from high school proficient in math;

continued federal support for the
National Science Foundation's Math and
Science Partnership program, which
funds competitive grants for innovative
programs; and

e support for the National Science
Foundation and other national organiza-
tions in helping states develop better
math and science materials. These mate-
rials should be rigorous and focused —
and should make math and science rele-
vant to students’ lives.




® Support greater access to and use of technology. e Create an incentive for human capital investment.
Interactive learning can greatly enrich class- This will encourage employers to train and hire
room learning and prepare students to use highly skilled workers in their enterprises.
technology in workplaces, while anywhere,
anytime offerings let students learn at the pace

e Mitigate the temporary effects of workforce
dislocations. Incentives for training programs
will encourage expanded training in 215%-cen-
tury education and skills for displaced workers.

that's right for them. Policymakers should
support states and schools in acquiring and
effectively using technology, with an emphasis
on the intersection of core subjects with 215t
century skills and technology. The No Child
Left Behind Act requires technology literacy by

the eighth grade. Federal and state policymak-
ers should fully support this goal.

® [mprove teacher preparation and performance. At
the state level, policymakers can work with
colleges and universities to ensure that entry-
level teachers are well trained in both content
and teaching strategies. States also should sup-
port pay differentials and more flexible certifi-
cation requirements to draw more and
better-trained teachers from the ranks of pro-
fessionals to new career opportunities. States
and school districts also should improve the
working environment for all teachers to make
the profession more attractive. Finally, teachers
need more opportunities and incentives to pur-
sue intensive, content-based professional devel-
opment, including stipends and tuition for
graduate credit. They also should be able to
draw upon a broader range of professional
development courses offered by industry and
others.
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