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ECONOMIC DEVELOPMENT 

Since the commercial Internet 
emerged in the early 1990s, 
American firms have been in the 

vanguard of innovating and creating 
wealth on its platform, and Americans 
have been in the forefront of creating an 
Internet society. Seventy-eight percent 
of Americans already use the Internet 
(twice China’s 38 percent and eight 
times India’s 10 percent). The price of 
transmitting bits has steadily dropped, 
as indicated in the falling cost of In-
ternet transit. Cable companies have 
upgraded their networks so that they 
can now provide 100 Mbps to 82 per-
cent of all homes, roughly 40,000 times 
the speed of narrowband Internet access 
provided by a telephone line in 1994. 

In third-generation wireless – the 
speed that enabled the iPhone and iPad 
to launch – America has more than 200 
million users, almost double the num-
ber in Japan, the country with the next 
highest number. Multiple national car-
riers are competing to deploy fourth-
generation wireless connections, another 
area in which America enjoys leadership. 

These broadband networks are en-
abling growth in e-commerce. Revenue 
from mobile apps and ads has been dou-
bling about every eight months. A Mc-
Kinsey study concluded that the Inter-
net sector has accounted for 21 percent 
of the GDP growth in mature econo-
mies over the last five years, with three-
quarters of growth occurring outside 
the e-commerce sector. Purchases of the 
new iPhone 5 are estimated to increase 
GDP growth by half a percentage point 
in the fourth quarter of this year. 

Connected computing has led to the 
emergence of new businesses creating 

value from “big data” stored and ana-
lyzed in data centers generically called the 
“cloud.” These vast storehouses of data 
can be used to create export services. As 
The New York Times reported, “Already, 
[businesses in] places without clean wa-
ter, decent sanitation or steady electric-
ity are using supercomputers.” Google 
Cloud, Amazon Web Services and other 
data center businesses offer productivity 
gains to businesses everywhere by leasing 
computational capabilities that few could 
afford to buy or maintain on their own. 
With computing-as-a-service, businesses 
in remote areas can improve crop plant-
ing, set prices and reduce inventory. 

Businesses in the developing world 
can now imitate instantly in the cloud 
what firms in developed economies have 
taken decades to perfect. Analytic tech-
niques applied to cloud-stored data will 
enable personalization of all goods and 
services, identification of best practices 
in business and government, and rapid 
deployment of advances in design and 
business processes. All these services re-
quire new forms of security and privacy 
protection, but at the chip, software and 
network levels, innovators are address-
ing those imperatives. As Andrew Jasay, 
Amazon’s head of web services, put it, 
“We are on a shift that is as momentous 

and as fundamental as the shift to the 
electrical grid.” 

Government Can  
Lead the Way
As positive as this story has been for 
America, it can quickly become even bet-
ter. To increase growth, job creation, pro-
ductivity gains and exports at a faster rate, 
government should double down on what 
is already doubling in the Internet sector. 
The president and Congress should accel-
erate the evolution of the digital economy 
into a knowledge platform – a method of 
creating and delivering new services of 
many kinds – by creating and delivering 
all governmental goods and services digi-
tally over fixed and mobile broadband to 
every American. 

In particular, because it has signifi-
cant influence over education, health 
care and public safety, the federal gov-
ernment should assure that all public 
and private firms competing in these 
markets create and offer secure digi-
tal versions of their services on fixed 
and mobile broadband networks to all 
Americans, not just to those who can 
pay the most for the most advanced 
technological innovations. Further, the 
federal government should emulate in 
these fields what it does with its soldiers 
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in combat zones – assure that those 
working to deliver these services have 
the tools necessary for the “situational 
awareness” that is the foundation for ef-
fective performance. 

Local and state governments as well 
should use this new platform. Private 
sector service providers, especially in 
health, education, and security services, 
also will be able to offer services on this 
platform more efficiently. The goal is 
not for the federal government to domi-
nate these services but to have digitized 
public goods constantly improve and to 

have digital services be delivered faster 
and cheaper to everyone in America. 

As many private enterprises have dis-
covered, digital services have many ad-
vantages, including constant improve-
ment, constant availability, inexpensive 
distribution, often leading to the best of 
breed being equally available to all, and 
the ability to target a solution to an in-
dividual’s need, sometimes referred to as 
“mass customization.” 

Further, to dramatize the capability 
of the new knowledge platform, unleash 
new private investment and establish 

American leadership in two areas that 
will see enormous growth throughout 
the world, the president should set at 
least two “race to the moon” goals. By 
2016, all students should have access to 
a safe, secure education data exchange 
that can provide personalized assistance 
and improve students’ performance. By 
2020, all Americans should have access 
to a similar health data exchange plat-
form capable of providing personalized 
health information using the knowledge 
platform, with a prize awarded for the 
best genomic therapy. v

Actions that require no new legislative authority:

• Set standards for interoperability of medical data 
• Establish clear regulatory processes for medical  

applications
• Encourage states to eliminate obstacles to  

telemedicine across state lines 
• Create common standards for continuous  

assessment of digital education content 
• Prioritize E-Rate funds to districts that adopt digital 

curricula 
• Require reporting on actual connection speeds 

through E-Rate funds 
• Create an E-Rate depreciation schedule for  

outmoded telecommunications 
• Exempt utilization of education, health and  

public safety applications from data caps 
• Develop a secure mechanism for easily exchanging 

personal health and education data 
• Allow local governments to turn FirstNet  

appropriations into loan guarantees 
• Build an app for disasters and emergencies 
• Eliminate paper from government 
• Require agencies to collect data using data storage, 

not using forms 
• Create a natural-language umbrella app for  

government services 
• Ask nonprofits to create a secure system for digital 

voting 
• Invite local institutions to join a buying cooperative 

for very fast broadband 
• Make ultra-high-speed broadband a criterion for 

related government grants 
• Offer USF funds as an incentive prize for developers 

of better rural connectivity technologies

• Move authority over government-controlled 
spectrum from individual departments to OMB and 
provide OMB leasing authority.

Actions that require legislative authority (10-year budget 
impact given for each): 

• Raise funds by creating a shared spectrum manage-
ment company charging user fees for spectrum: +$5 
billion (based on a similar proposal in the presiden-
tial FY 2013 budget)

• Raise funds through a one-time auction of another 
200 MHz of spectrum: +$40 billion

• Move all digital information gathered by govern-
ment to cloud-based service delivery, and provide 
funds for an independent commission to digitize all 
government information: -$20 billion (not counting 
savings from modernizing information systems)

• Commit to purchasing high-speed broadband for 
all state, local and federal buildings, sharing that 
network with other service providers: -$1 billion 

• Provide funds to rural and urban Medicare- and 
Medicaid-reimbursed health care providers for 
ditizing all health care data and making it available 
for broadband distribution (extending the ARRA 
program, which was $25 billion): -$5 billion 

• Provide states matching grants for adopting digital 
learning tools: -$1 billion

• Provide states funds to implement digital, broad-
band assessment tools: -$1 billion

• Provide funds for training new computer engineers: 
-$3.8 billion

• Provide a subsidy to small-business employers who 
buy employees’ broadband for $50 per month in 
high-cost areas: -$500 million

TOTAL: +$12.7 billion
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