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April 13, 2000

MEMORANDUM FOR THE PRESIDENT -
FROM: GENE SPERLING

MARIA ECHAVESTE
SUBJECT: Overview of Your Digital Divide--New Markets Tour

The purpose of this memorandum is to provide you an overview of your Digital Divide trip. We
will submit more detailed background material for each of your 3 stops before the trip begins on
Monday.

‘As you know, you will travel to East Palo Alto, California and Shiprock, New Mexico on April
‘17"‘ * Chicago, Illinois on April 18®. Members of Congress will accompany you on each
portion of the trip. In addition, members of your Cabinet will join you on various legs as well
[TBD]. Reverend Jesse Jackson, Rainbow Push; Yosef Jackson, One Net Now; Kwesi Mfume,
NAACP; and Raul Yzaguirre, National Council of La Raza will also accompany you on the
entire trip.

This memorandum is divided into four sections. The first section provides a short overview of
the message of the trip. The next three sections provide an overview of each stop on the tour —
including the theme for each location, a tentative list of the CEOs/community leaders who will
be in attendance, and the highlights of the corporate deliverables.

I. OVERVIEW OF THE MESSAGE

e As you know, this is your third New Markets Tour. On the first two, you focused on equity
investments in underserved communities and how more could be done to bring the benefits
of free enterprise and empowerment (new businesses, new jobs, education and training) to
underserved communities.

o This trip focuses on a critical element—bridging the digital divide. Computers, the Internet,
and the skills needed to use this technology can provide people with a chance to move
themselves out of poverty, perhaps more quickly than ever.

e America has an important chance to make. We can allow unequal access to technology to
further polarize American society, or we could use technology to grow the economy and
generate social equity at a faster rate than ever before.




. - As with other trips,'hi'g'ﬁl’i‘ghti’n'gl@;t};ejngéM@jﬁtfis~d01ng'_1ts.part,ls.‘lmportantT;However,
‘ Cit-is"important_to_challenge the private sectorto help ensure that no one is left behind in the -
21st Century. This trip will allow you to highlight how the 1ndustry, community-based )
organizations and government can work together to expand access to the new opportunities
of the Information Age.

FIRST STOP - EAST PALO ALTO, CALIFORNIA (Mornmg of Day One, April 17)

Message: Motlvatmg Underserved Youth to “Get Connected.”

e The East Palo Alto stop is y'our kickbff event. It is a low-income urban community in the heart
of the Silicon Valley. Over-80 percent of the students in local K-8 schools are eligible for free ’
or reduced priced lunches. The latest data available indicates that 24 percent of East Palo Alto
school children live below federally d651gnated poverty level. Despite its geographic

- proximity to Silicon Valley, the center of the high-tech world, East Palo Alto residents are
struggling. Much of the community lacks the skills necessary to succeed technology-based
skills. Going to East Palo Alto would demonstrate that even in the shadow of Silicon Valley,
there is still a substantlal divide.

e The focus of the event is on the 1mportance of motivating and inspiring underserved youth to
“get connected”. During the NBA All Star Summit that Gene attended and our OPL ‘briefings
here at the White House, we consistently heard that even though there is an increased supply of
‘ computers and Internet access, not enough has been done to demonstrate why gaining access to
technology is so important. This event will provide you with an opportunity to emphasize to
young people, particularly in underserved communities, why technology is critical to their
~ lives. ~ '

¢ In order to make this motivational message real and communicate it to young people across the
country, we have built a PSA campaign that the Kaiser Family Foundation has agreed to
coordinate. Magic Johnson, Rebecca Lobo (WNBA player for the NY Liberty) have agreed to
appear in the ads and a number of networks, including NBC, ABC, CBS, BET, MTV‘and Fox,
have agreed to air them. This PSA campaign estabhshes a longer-term vehlcle for this
message :

Overview of Events - o
- You will arrive at Plugged In, a Commumty Technology Center in East Palo Alto, CA where -
“you will provide brief remarks to an audience composed primarily of teenagers from East Palo
Alto Note: Plugged In I'CCCIVCd a 1995 grant from the Department of Commerce.

e Youwill be aecompanied on stage by Magic Johnson, Rebecca Lobo, and a number of major
high-tech CEOs that have made commitments to bridge the digital divide.




This event will be an opportunity for you and the other stage participants to interact with the
audience, answer their questions, and emphasize the importance for young people to become
technologically literate. This event will also be Webcast on the Internet-- young people will be
hooked up to the event from schools and community technology cernters in other parts of the
country ---and will be able to e-mail you questions.

- You will then go to the nearby Costano Elementary school where you will have a roundtable

with a number of CEOs, senior executives and commumty leaders to-discuss their efforts to -
bridge the d1g1tal divide.

CEOs
For this stop, in addition to the commumty delegation that will be travel1ng w1th you, some of -
the CEQs who will join you include Carly Fiorina, Hewlett-Packard; John Morgridge, Chairman
of Cisco Systems; Bob Johnson, Black Entertainrnent Television; Henry Cisneros, Univision;

~ Robert Knowling, Covad Communications; and Kaleil Tuzman, Govworks. '

Highlights of Corporate/Private Sector Announcements

In addition to the numerous private sector announcements, there are publ1c sector announcements
 that will be made at each site. Here are some eéxamples of the commltments that compames have
made that will be announced in East Palo Alto: '

The Kaiser Famlly Foundation is taking the lead in developing, producing and distributing the
PSAs to help bridge the dlgltal divide. As stated above, the Kaiser Family Foundation, represented
by President and CEO Drew Altman, will develop, produce and distribute public service
announcements to help motivate young people to “get connected” and take advantage of the
economic opportunities in the IT sector. BET, MTV, NBC, ABC, CBS, NBC, TBS, TNT, UPN,

- Fox, the Disney Channel, the Cartoon Network, the Odyssey Network and the WB have all agreed to

join this effort by airing the PSAs. The National Association of Broadcasters has also agreed to
distribute the PSAs to 1,000 of their members. Mag1c Johnson and Rebecca Lobo have agreed to
appear in the PSAs.

American Online Pledges 100,000 free AOL Accounts to Students and Volunteers at PowerUP
Affiliate Sites. AOL will provide 100,000 AOL accounts to PowerUp affiliate sites valued at $26
million annually. With AOL’s donation, PowerUp will fund and equip each of the new sites in its
effort to provide young people with access to the wide range of content and information on the
Internet as well as assistance to develop the skills they need to succeed in the 21st Century.

QUALCOMM Commits $6 million for Educatlon Technology in Schools QUALCOMM w111
commit to helping to close the digital divide by supporting deployment of education technology in
the San Diego, CA area. Efforts-will include: 1) support to High-Tech High — an innovative
secondary school program with a focus ‘on math, science and technology, 2) helping to connect a
minimum of five San Diego schools to the Internet, 3) contributing a minimum of 200 PCs to atea
schools 4) providing teacher training and technical support so that these schools may fully utilize
their new resources and 5) supporting the School of Education’s contmued research and development
efforts at the University of California at San Diego. ‘




with technology training under the Teach America! Program. All 244 of East Palo Alto’s teachers
will be trained in the Teach America! program on ways to effectively utilize technology in the
. classroom.

‘ .¢ Gateway Commits to Train 75,000 Teachers. Gateway has'pledged to provide 75,000 teachers

III. SECOND STOP — The Navajo Natlon in Shlprock New Mexico (Afternoon of Day |
One, April 17)

Message: Providing'D'igital Opportunity to Nétive Americans.

e As youremember, you were the first President to visit a Native American reservation since
President Franklin Roosevelt. You will be making a 51gn1ﬁcant statement about your
commitment to the Native American community by going twice 1n a 12 month per1od

o The primary focus of the Shiprock stop will be to bring digital opportunity to Indian Country. ‘
As you know, Native American communities face major economic and social challenges. This
stop in Shiprock will allow you highlight how private and public sector investments can help. '
bring digital opportunity to Native Americans. This event will focus on access to technology as

~ a vehicle for economic development, education and employment opportunities to Native
Americans. New technologies could create “leapfrog” opportunities for Native American
communities. | : ‘

Overview of Events

e First, you will address an outdoor crowd of thousands of people at the Boys and Girls Club to-
announce the commitments that have been for Native American communities. You will be
accompanied by the Navajo Natlon Tribal President, Kelsey Begaj, and Congressman Tom
Udall. » -

e You will then travel to the Diné Tribal College where you, along with a small group, will
participate in a Webcast with 7th and 8th grade students from the Lake Valley School. There
will also be students and teachers from the Boys and Girls Club at the Diné site. |

. vThisi webcast will be both a video and audio feecl where you will be able to interact with the
- Lake Valley students who are located 1 hour and 45 minutes away from where you will be.

CEOs/Community Leaders : :

At this stop, in addition to those community leaders travelmg, you w1ll be joined by a number of
CEOs, senior executives and community leaders. They include: Bruce Brooks, Director of
Community Affairs, Microsoft [Note: he is the former deputy mayor of Seattle]; Robert

- Rutherford, Native American Systems; John Koehler, Tachyon, Inc.; Karen Smith, Executive
Director, TechCorps; Susan Masten, President, Nat1onal Congress of American Ind1ans and
Kelsey Begaj, Pr651dent Navajo Natlon




Highlights of Corporate/Private Sector Announcements.

Here are some examples of the commitments that CEOs or Senior Executives will make about
investments in Indian Country:

Microsoft to provide $2.75 Million in New Grants to the American Indian Tribal College
Program. Microsoft, represented by Bruce Brooks, Director of Community Affairs, will provide
eight American Indian Tribal Colleges with technology and training through its American Indian
Tribal College Program, part of a continuing relationship with the American Indian Science and -
Technology Education Consortium: Microsoft will provide these tribal colleges with $2.5
million in software and $250,000 in technical assistance to ensure an increase in technical skills -

‘among students at tribal colleges. In addition, the program will include the tools necessary for
“the institutions to achieve Microsoft Certified Training Facility status

Compaq will prov1de $500,000 to the Tech4Schools Partnershlp\wnh TechCorps Compaq
will announce a $500,000 commitment to develop, pilot and support the national launch of the
Tech4Schools program, an online mentoring program that uses the Internet to join students, -
teachers and volunteer technical experts together to advance the level of technolog1ca1
knowledge in our schools. Compaq’s investment in Tech4Schools is part of a larger
commitment to creating opportunities of access to technology by all Americans.

HIRDISTOP — CHICAGO, IL (Morning of Day Two, April 18) -~

The focus in Chicago will be to address the Comdex Conference that will be attended by
representatlves 'of every major computer and Internet company in America. This event will

" provide you with an opportunity to challenge the high-tech industry to work to bridge the
- digital divide.

" Overview of Events

You will address an; ,000_person. aud1ence,of Comdex attendees This event will provide
you with an opportunity to askxthe-ifdistry-to respond~to a—numberdof;E}ﬁllEﬁg“e”SZto:hglpD,

coridge therdigital'divide -including: =
‘@ —Suppotting_your-Call.:toiAction-2’

\/’“‘Iﬁﬁ'eia?s‘ifrfg&the‘numb’er’“of“internshipS‘for'un‘d‘er:ser”v‘e'd'youtﬁj'
v—Partier:with:schoolsof education-to help- them prepare -all-new:teachers_to-use: technology;
("ffectlvely—m~the Clasooom : :
v~ Working:with-lecal-schoolSito ensure that they have modern computers, trained teachers,
high-speed Internet access, and high-quality educational software

V. Heélping-totexpand- the:number-oLwell- equ1pped—«we11 -staffed- commumtyvtechnong‘ym

C centers_2”

/" TAchallenge. Ior_the industry_as.a-whole {o_develop-ways: in Wthh new_technologles couldﬂ“
- cenablepeopletoliftthemselves- out- of poverty —& ’
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Copyrlght 1999 President and Fellows of Harvard College
Harvard Business Rev1ew

. Mayg 1999 / June, 1999
SECTION: Pg. 122

LENGTH: 9502 words

HEADLINE: From Spare Change to Real Change: The Social Sector as Beta Site for
Business Innovation

BYLINE: Rosabeth Moss Kanter;Harvard Uan Graduate School of Business
Admlnlstratlon

ABSTRACT
Corporations-are continually looking for new sources of 1nnovatlon Today

several leading companies are beginning to find inspiration in an unexpected

place: the social sector. That includes public schools, welfare to work

programs, and the inner city. Wr e WaD, i T 1
; % DA

Indeed,‘§¥:ew;parad1gmn
gont pniée andfpdbﬁw

corporate social innovation. Traditionally, companies viewed the social sector
as a dumping ground for their spare cash, obsolete equipment, and tired
executives. But that mind-set hardly created lasting change. (No géhy*;‘“
vﬂewipg“communlty negds -as @gggprt CUTLETE ST developgldeas«andﬁﬁemohst
bUsiness. tech

ogie sﬂwflndmanduserve,newgmarketSHQand‘solve long,standlngjh,
bé@iness;problemalehey focus on 1nvent1ng sophlstlcated ~Solutions through a.
hands-on approach Ehr SO harltx, TREs: ‘.a:azftrategrcrbu51nessmjj
{1nvestment fThe author concedes that it 1sn t easy a9 makéLthe new paradlgm g
work. But she has found that successful private-public partnerships share six égi’hd
characteristics: a clear business agenda, strong partners committed to change,
investment by both parties, rootedness in the user community, links to other
organizations, and a commitment to sustain and replicate the results. Drawing on
examples of successful companies such as IBM and Bell Atlantic, the author

illustrates how this paradigm has produced innovations that have both business

and community payoffs.

BODY:,

; he&advantaqgﬁﬂof a flrst : : newpwﬂé
BTy A e
rmarkets%an vel éfspmoné&ge fInnovators also build a

=} i'onsh
reputatlontof belng able to solve the most challenglng prob

ems. éThattFWthéﬁ
l ek ) T
ME e ey 733

Today several leading companies are beginning to find inspiration in an
unexpected place: the social sector -- in public schools, welfare to-work
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programs, and the inner city. These companies have discovered that social
problems are economic problems, whether it is the need for a trained workforce
or the search for new markets in neglected parts of cities. They have learned
that applying their energies to solving the chronic problems .of the social
sector powerfully stimulates their own bu51ness development @Egd
fgétté‘rjé%ducated%m—ld :

o LA A MAD PG

Ofd table?andgsusmalnéblemch”m

The new paradigm is long overdue. Traditional solutions to America's
recalcitrant social ills amount to little more than Band-Aids. Consider the
condition of public education. Despite an estimated 200,000 business
partnerships with public schools, fundamental aspects of public education have
barely changed in decades. And performance is still weak. There are two reasons
for this. First, traditional corporate volunteer activities only scratch the
surface. And second, companies often just throw money at the problem, then walk
away. The fact is, many recipients of business largesse often don't need
charity; they need change. Not spare change, but real change -- sustainable,
replicable, institutionalized change that transforms their schools, their job.
prospects, and their neighborhoods. And that means getting business deeply
involved in nontraditional ways. - ‘

Doing Good by Doing Well

My team of researchers and I have found a number of companies that are
breaking the mold -- they are moving beyond corporate social responsibility to
corporate social innovation. These companies are the varniguard of the new
paradigm. They view community needs as opportunities to develop ideas and
demonstrate- business technologies, to find and serve new markets, and to solve
long-standing business problems. They focus their efforts on inventing
sophisticated solutions through a hands-on approach. (See the insert "Why
America Needs Corporate Social Innovation.")

Tackling social sector problems forces companies to stretch their
capabilities to produce innovations that have business as well as community
payoffs. When ¢ompanies approach social needs in ‘this way, they have a stake in
the problems, and they treat the effort the way they would treat any other
project central to the company's operations. They use their best people and
their core skills. This is not charity; it is R & D -- a strategic business
investment. Let's look at a few examples from the fields of education, welfare
programs, and inner-city development.

‘;Rﬁgﬁi%ﬁ%ﬁﬁéé nf In 1991, ¢BeTT @Atlantlcgbegaqrcreatlng one of the first-ever
models for ﬁsing%computerJnetngRSLlnhpubﬁic HSERE618% Bell Atlantic's Project
Explore, in Union City, New Jersey, enabled communication and learning to move
beyond the classroom. In addition to installing computers in-the schools, Bell
Atlantic gave computers to 135 inner-city students and their teachers to use at
home. Project Explore became a catalyst for increasing.the use of technology to’
transform middle- and high-school classrooms, to improve students' skills, and
to involve parents in their children's education. Union City's schools, once
threatened with state takeover, have become national role models. For its part,
Bell Atlantic has found new ways of handling data transmission. It refined its
goals for video on demand and identified a new market in distance learning.
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" IBM began its Reinventing Education program in 1994 under the personal
leadership of CEO Louis V. Gerstner, Jr. Today the program, designed to develop-
new tools and solutions for systemic change, operates in 21 U.S. sites and in
four other countries. Many product innovations, which benefit both. the schools
and IBM, have resulted from this initiative. As part of the Wired for Learning
program in four new schools in Charlotte-Mecklenburg, North Carolina, for
example, IBM created tools to connect parents to teachers digitally so that
parents can view their children™s schoolwork from home or a community center and
compare it with the district's academic standard. New tracking software is
facilitating the introduction of flexible scheduling in Cincinnati, Ohio,
including in a new year-round high school. In Broward County, Florida -- the
fifth largest school district in the United States -- IBM's data-warehousing
technology gives teachers and administrators access to extensive information on
students. In Philadelphia, Pennsylvania, IBM created a voice recognition tool to
teach reading, which is based on children's high-pitched voices and speech
patterns. )

@Webfar 'to WorkMPrograms Since 1991, the hotel group Marriott International
has been refining its pioneering training program, Pathways to Independence. The
program, which currently runs in 13 U.S. cities, hones the job skills, life
skills, 'and work habits of welfare recipients, and Marriott. guarantees
participants a job offer when they complete the program. The challenges of
working with the unemployed has led the company -to new insights about training,
job placement, and supervision, which have helped Marriott reap the benefits of
a more stable workforce and maintain unusually high standards of service.
Pathways was a radical improvement on traditional programs for the hard -to
employ, which were both bureaucratically cumbersome and often ineffective. The
employee assistance innovations that Marriott has déveloped through the program
have also created new jobs in poor communities.

United Airlines is another company that derives business benefits from
tapping a new workforce. Taking a leadership role in the Welfare-to-Work
Partnership (a.national coalition of 8,000 businesses that have pledged to hire
people off the welfare rolls), CEO Gerald Greenwald seeks new ways to transport
people from inner cities to suburban jobs. United has also created human
resources innovations, such as a new mentoring program. These innovations,
developed in collaboration with workers, have become models for the new
personnel practices United is now planning to roll out to its more than 10,000
new hires.

éﬁnner LIty Developmen »BankBoston launched Flrst Community Bank in 1990 as a
way to target newcomers to the banking system -- many of whom were located in
the inner city. This initiative also responded to regulatory pressures on banks
to increase investment in underserved urban neighborhoods. Thanks to First
Community Bank, access to high-quality financial services for disadvantaged
minorities and inner-city inhabitants has radically improved, which is helping
. to revitalize deteriorating neighborhoods. Since its inception, First Community
Bank has been a laboratory for a stream of innovations that have been applied
across BankBoston. From BankBoston's perspective, First Community-‘Bank has been
an undeniable success. The bank has grown from its initial 7 branches in‘Boston
to 42 branches across New England. It offers a range of -products and services
that includes consumer lending, real estate, small-business:- loans, and venture
capital. Today it is the anchor for all community- banking services within
BankBoston. :
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‘Making Partnerships Work '

Making the new paradigm work isn't easy. In contrast to typical
business-to-business relationships, there is an added layer of complexity.
Government and nonprofit organizations are driven by goals other than
profitability, and they may even be suspicious of business motivations.
Additionally, the institutional infrastructure of the soc1al sector is
undeveloped in business terms. For that reason, publlc schools and ANREEECREVEELY

“canPheErsaiditoR resemble(emergrngwmarketsﬁ Those difficulties, however, can be
overcome. My research has identified six characteristics of successful
private~public partnerships: a clear business agenda, strong partners committed
to change, investment by both parties, rootedness in the user community, links
to other community organizations, and a long-term commitment to sustain and
replicate the results. '

A Clear Business Agenda. In the new-paradigm, companies obviously want to
make a social contribution. But a corporation has a better chance of making a
real difference if it knows clearly, in advance, how its business agenda relates
to specific social needs. A company that wants to develop new data. analysis
technology, for example, might target a large and complex education system as
its beta site. Finding test users'in the public schools would clearly benefit
both the community and the company. Indeed, apart from the social benefits,
there are two distinct business advantages. The first is the opportunity to test

_the new technology, and the second is the chance to build political capital --
for instance, to influence regulations, to reshape public institutions on which
the company depends, to augment a public image as. a leader, or to build closer
relationships with government officials. .

This coincidence of social needs with business and political goals is
precisely illustrated by Bell Atlantic's Project Explore. Bell Atlantic was
developing intelligent network technologies, video on demand, and other
communications ideas. By the early 1930s, Bell Atlantic was ready to test
High-bit-rate Digital Subscriber Line (HDSL) technologies with personal
computers. Bell Communications Research, then the R & D laboratory shared by the
Baby.Bells after their divestiture from AT & T, sent Bell Atlantic a proposal to
equip schools with computers. That would'get the technology out into the field
and allow the company to test the servicés that could be delivered over.
high-capacity lines into schools and homes.

Working with schools also fit the .company's political agenda. In New Jersey,
Bell Atlantic leaders hoped to win the support of legislators and regulators for
the Opportunity New Jersey project, Bell Atlantic's preposed statewide
technology communications plan. To garner support, they needed a demonstration
site to showcase their communications networks. Bell Atlantic saw that testing
its transmission technology in special-needs school districts could benefit both
the company and the schools. Bell Atlantic's new technology, however, could work
only for distances of about 9,000 feet on copper telephone wires, which in New’
Jersey had not yet been. replaced with fiber-optic lines.. The density of Unlon
City's population and Union City's proximity to Bell Atlantic's central
switching office made it an ideal site for testlng and developing the company’ s
innovations.

Marriott International also had a clear business agenda that addressed a
social need. Over two-thirds of the company's 131,000 employees.are entry level,
lower-wage workers in housekeeping, engineering, security, maintenance, food
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service, and reservations. Developing an effective method to recruit, train, and
retain workers in these positions has always been a critical concern. Throughout
the 1980s, Marriott had reached out to untapped pockets of the labor market,
such as Vietnam veterans, exoffenders, the disabled, recent immigrants, and
welfare mothers. Although the company received tax credits as a financial
incentive, Marriott continued to be plagued by a high level of turnover and poor
job performance. By the beginning of the 1990s, the company badly needed new
sources of reliable labor. After some experimentation, the first viable Pathways
program was launched in Atlanta, Georgia, in 1991. Since then, Marriott has not
only reduced turnover rates but also improved job prospects in inner cities.

Strong Partners Committed to Change. A critical feature of the new paradigm
is the presence of committed social sector organizations and leaders who are
already working on change. These can include public servants and community
figures such as mayors, governors, school superintendents, and civic activists.
Companies need such partners to bring together diverse constituencies and to
provide political legitimacy. Strong support helps ensure that new solutions
will create systemic change, not languish in isolated projects. Committed social

partners can also help businesses win access to underserved markets -- for
example, the inner city -- and they can build widespread support for other new-
ventures. ) .

Consider how IBM chose partners for its Reinventing Education initiative. The
company singled out school districts where leaders were thinking in new and
creative ways. When evaluating graht proposals, IBM looked for widely
communicated education reform goals and. strategic plans that clearly identified
where projects could add value. The backing of strong mayors who were personally
committed to education reform was considered vital. Mayor Edward Rendell, for
example, supported superintendent David Hornbeck's program, Children Achieving
in Philadelphia. The program showed how business involvement could contribute
and was a major factor behind IBM's decision to invest there.. Similarly, in
Florida, Broward County's nine-point vision statement and five-year information
technology plan were crucial in convincing IBM to get involved. By seizing on
local agendas, IBM ensured that its pro;ects would command the personal
attention of superlntendents and other key figures.

Bell Atlantic also found willing partners already working on major change. A
key factor in getting Project Explore started was the commitment. of Thomas
Highton, superintendent of schools, and Congressman Robert Menendez, then state
senator and mayor of Union City. When Highton was promoted to superintendent in
1988, Union City schools were failing on almost all scores. There was very
little teacher involvement in dec131on making or parent involvement in their
‘children's education; facilities were in poor shape; the curriculum was
outdated; there was little to no technology. Highton proposed to turn an
abandoned parochial:-school into a technology school, an action that required
state approval. For his part, Menendez wanted to get fiber-optic networks
throughout New Jersey to improve education and health services. Bell Atlantic's
proposal was timely. The company's commitment to Union City, brokered by
Menendez, gave Highton the credibility he needed to get approval to buy the
abandoned parochial school. The school was renamed after Christopher Columbus to
reflect the journey of discovery ahead in the trial called Project Explore.

Partners for educational projects are easily identifiable because schools are
large and highly organized. Companies confronting other social needs, however,
may encounter many small nonprofit organizations, each of which works on a
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different piece of the problem. Marrlott worked with various government and
nonprofit partners in each of its Pathways to Independence programs --
organizations such as Goodwill Industries, the Jewish Vocational Service,
Private Industry Councils, and Workforce Development Boards. Marriott chose the
strongest partner in each community.

United Airlines was also confronted with a patchwork of small community
organizations working with welfare recipients. In launching its welfare-to-work
efforts in San Francisco, United chose one strong nonprofit placement
organization to be its lead partner and urged other groups to work through that
agency. The details differ, but in all cases, strong partnerships are a crucial
aspect of the new paradigm. .

Investment by Both Parties. The best way to ensure full commitment is to have
both partners -- not just the corporate but the community partner -- put their
resources on the line. Investment by both partners builds mutuality. It also
ensures that the community partner will sustain the activities when
contributions from business taper off.

In all of IBM's Reinventing Education initiatives, both partners put their
hands in their pockets. IBM gave each school system a $ 2 million grant -- up to
25% in cash and 75% or more in technical equipment, software, research, and
consulting time. The team at each 'site determined the mix. Almost all of IBM's
grant to Broward County, for example, went- toward consulting time.

The schools also contributed financially to the prOJects, both in the
development phase and when full rollout took place after the money ran out. The
Philadelphia school system, for example, bought at least 109 computers. in
addition to the 36 PCs and 8 ThinkPads provided by IBM. Individual school
principals also supplemented IBM and central office funds from their own
budgets. To help manage the transition to internal leadership in Broward County,
for instance, the schools paid for an IBM project manager and systems architect
to remain for several months after grant funds were expended. Each school
district also used considerable funds on staff time for plannlng and training,
in addition to-major technology investments.

BankBoston and its communlty partners sometimes share the. costs of First
Community Bank's projects. In Hartford, Connecticut, First Community Bank worked
with the South Hartford Initiative, a community development organization, to
establish a unique small-business lending program in 1997. That innovation took
many months to structure and negotiate. First Community Bank funds an average of
46% of each loan in South Hartford Initiative's neighborhoods; SHI funds the
balance on a fully subordinated basis. First Community Bank reduces its normal
commitment fee and interest rate,. and SHI agrees to collect only interest for
the term of the loan, until the principal amount is due. SHI has the option to
underwrite loans declined by the bank, and First Community then services those
loans.

Investment by both parties means more than just financial investments.
Consider the Pathways to Independence program. Some of Marriott's partners make
direct financial contributions: Goodwill Industries reimburses over half of the
program's costs of approximately $ 5,000 per student in those cities in which it
is Marriott's partner. But even partners that don't contribute financially
commit resources. For example, while Marriott provides uniforms, lunches,
training sites, program management, on-the-job training, and mentoring, its
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~ partners heip locate and screen candidates and assist them with housing, child

care, and transportation. ‘

During the life of an innovation project, the balance of investments can
shift. Bell Atlantic bore the bulk of the costs for Project Explore when it was
launched in 1993, after two years of planning. The company wired the néw
Columbus Middle School; trained the teachers; and gave 135 seventh graders and
their teachers computers in their homes, along with printers and access to the
" Internet. Once involved, Bell Atlantic found its commitment growing. Even when
the project had moved beyond a trial phase and had to compete for company
resources every year, Bell Atlantic kept a project team on board to follow the
group through seventh and eighth grades and into Emerson High. By 1995, Union
City began to pick up the bills. The school system received a National Science
Foundation grant to wire Emerson High School and buy most of the computers.- By
1997, Union City was picking up 100% of the cost, although a part-time project
manager from Bell Atlantic's Opportunity New Jersey remained to maintain- the
relationship.

Both partners also need to make strong staff commitments. IBM ensures that
responsibilities in this area are balanced: a school-district project sponsor is
matched with an IBM project executive, and a school .district project manager
with an IBM on-site project manager. IBM does not rely on volunteers or
part-time staff. It recruits the best talent 1t can for assignments, which are
considered challenging as well as personally rewardlng Participants in.the
programs must report their monthly costs and expenses -- just as they would
report them to the CEO of a client company. Says an IBM off1c1al "We treat our
school partners the way we treat our best customers."

The experience of working so closely with bus1nesses has had a deep impact on
organizations in the social sector. Schools involved in. the Bell Atlantic and
IBM experiments, for example, have found that they have had to become more
efficient and market-oriented in selecting staff for the projects.

Rootedness in the User Community. Innovation is facilitated when developers
learn directly from user experience. Therefore, IBM's projects were designed to
bring technologists close to the schools. In Broward County, the initial IBM
office was housed in the computer lab at Sunrise Middle School. This location
enabled constant interaction between IBM staff and teachers who evaluated the
software. Moreover, becoming part of the school environment fostered rapid
acceptance of the IBM team. "They even ate cafeteria food," an administrator
exclaimed. ’ o

Yet even when a company goes on-site, there c¢an be cultural obstacles. IBM
employees tended to see school procedures as bureaucratic, while teachers had
negative stereotypes of people working in large corporatlons. "We move at
different speeds," one IBM team member explained. Cultural differences were also
apparent in language -- jargon was-a significant barrier to communication.
According to one IBM employee, the "educational world has even more acronyms
than the IBM world, which surprised everybody." But over time, the presence of
IBM people in the schools, and their openness- to learn from educators, helped
bridge the differences and allayed many of the schools concerns that they would
be taken over by businesspeople.

In the inner—city neighborhoods in which it operates, BankBoston's First
‘Community Bank takes great care in staffing its branches to ensure that the
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employees understand the community. First Community Bank founder and president
Gaill Snowden, for example, grew up in the bank’*s core neighborhood, where her
parents ran a well-regarded community service organization. First Community Bank
managers are expected to attend community events as part of their job. The bank

has created new functions -- such as community development officers who act as
. liaisons with customers in specific ethnic populations -~ to further embed it in.
its communities. The bank also offers customized technical assistance -~ for

example, document translation or explanation of customs to new immigrants.
Although these service innovations increase the time spent per transaction; they
make First Community Bank branches part of the fabric of the neighborhood. That
helps make parent BankBoston a leader in the urban market.

Links to Other Organizations. For projects to succeed, the business partner
must call on the expertise of key players in the broader community. Bell
Atlantic, for example, brought in the Stevens Institute of Technology -- which
had expertise in Internet capabilities and equipment configurations ~- to help
build a’curriculum for teachers around Internet access. Similarly, IBM nurtured
connections with the school districts® other partners, some of which already had
a deep local presence. In Philadelphia, IBM relied on the Philadelphia Educaticn
Fund -- an offshoot of Greater Philadelphia First, a coalition of the city's 35
largest corporations -- as a source of local knowledge. In Cincinnati, IBM
convened businesses and funders such as Procter & Gamble and General Electric to
ensure that everyone worked toward the same ends in the schools.

BankBoston, too, finds its broader community and government contacts to be
useful sources of additional ideas and finance for riskier deals and start-up
businesses. First Community Bank's community development group, for instance,
worked with about eight other banks and the U.S. Small Business Administration
to create a new "fast track™ SBA loan approval. Without external collaboration,
no business innovation partnership can expect to enact lasting change. ’

A Long-Term Commitment to Sustain and Replicate the Solution. Like any R & D
project, new-paradigm partnerships require sustained commitment. The inherent
uncertainty of innovation -~- trying something that has never béen done before in
that particular setting -- means that initial project plans are best guesses, -
not firm forecasts. Events beyond the company's control, unexpected obstacles in
technology, political complexities, new opportunities or technologies unknown at
the time plans were made -~ all of these can-derail the best-laid plans. First
Community Bank took five years to show a profit, but last year it was number one
in sales out of all of BankBoston's retail operations. Investments in the social
sector, just as in any start-up, require patient. capital.

Each of the new-paradigm companies described wanted to create a successful
prototype or demonstration project in the test site. But test sites, by. nature,
receive concentrated attention and resources. The real challenge is not
sustaining an individual project but replicating it elsewhere. The best
innovations can be mass-produced, adopted by users in other settings, and
supported by additional investors. That is why replication and extension were
explicit parts of IBM's strategy.

The Reinventing Education project began in ten school districts. First-round
grants from IBM covered a three~ to five-year period, and .IBM wanted most of the
money disbursed in the first two years so that the next three could be spent
diffusing the innovation and examining the project's impact. Tools developed in
the first round of innovations were then introduced through an additional 12
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projects. To help the sites complete their individual rollouts, IBM staff
continue to monitor sites for five years. IBM encourages cross-fertilization of
ideas among all the Reinventing Education project sites. Broward County, for
example, hosts officials from other school districts on a quarterly basis.
Charlotte~Mecklenburg's Wired for Learning prototype is spreading throughout
Nerth Carolina. And an IBM Web site discussion forum also helps spread ideas
among the project sites -~ an arrangement that is. benef1c1al both to schools and
to IBM
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Sometimes business attempts to find innovation in the social sector are
discounted by critics as public relations ploys. But as the depth and breadth of
each company's commitment should make clear, that would be an extremely costly
and risky way to get favorable press. The extensive efforts described here, with
their goal of creating systemic change, also cannot be justified only on the

‘grounds that they make employees or the communlty feel good -~ even though that

obviously motivates people to work hard. In reality, the primary business

justification for the sustained commitment of resocurces is the new knowledge and.

capabilities that will stem from innovation -- the lessons learned from the
tough problems solved.

Bell Atlantic's Project Explore was expensive, and it was not philanthropy.
It was funded out of operating and technology- development budgets. Certainly,
Bell Atlantic people felt good about helping inner-city-schoolchildren succeed.
And the company generates a.continuing and growing revenue .stream from selling
network services to the education market, which it learned how to approach from
its extensive experience in Union City. But the ultimate business justification
for Project Explore was the know-how Bell Atlantic developed about networking
technologies. As John Grady, now HDSL product manager but then the first Union
City project manager, puts it, "the Union City trial provided the first evidence
that HDSL technology could work." In April 1997, Grady and three other Bell
Atlantic employees received a patent for a public-switch telephone network. for
multimedia transmission -- a direct consequence of the innovations developed in
Union City. That patent ultlmately led to the introduction of Bell Atlantic's
new Infospeed DSL product line in 1899.

IBM, too, stretches its technical capabilities by tackling the difficult
problems in public schools. IBM employees experimented with new  technology that
has commercial applications. For the Reinventing Education project in
Cincinnati, for example, IBM researchers developed new drag-and-drop technology
for the Internet, which uses the latest features of Java and HTML and can be
leveraged throughout IBM. As a systems architect-in Cincinnati remarked, "The
group that I'm working with and I have learned more on this project than any
other that we've worked on previocusly. We're working with people from the ground
up. When we started, there was absolutely nothing except an idea about new
Internet technology." And the Broward County project extended IBM's
data~-warehousing know-how from small groups of users in retailing and related
industries to very large groups of users with complicated data requlrements o
over 10,000 teachers and administrators in a school system

Marriott's Pathways to ‘Independence has produced tanglble benefits for the
company. About 70% of Pathways' graduates are still employed by Marriott after a
year, compared with only 45% of the welfare hires who did not participate in -
Pathways and only 50% of other new hires. Marridtt estimates that program
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costs are recovered 1if graduates are retained 2.5 times longer than the average
new hire. In fact, Pathways is considered to be such a source of competitive
advantage for Marriott that the company shares only the general outlines of the
program with other companies and keeps the details proprietary. And success in
the Pathways to Independence program has encouraged Marriott to undertake other
initiatives, such as the Associate Resocurce Line, a hot line that provides
assistance with housing, transportation, immigration, financial and legal
issues, even pet care. It cost Marriott $ 2 million to set up the hot line; it
now saves $ 4 for every dollar spent, through lower turnover and reduced
absenteeism,.

BankBoston, too, has found business benefits from its social initiative. Its
First Community Bank has become both a profitable operating unit and a source of
product and service innovations that have been applied across all of BankBoston.
These include First Step products for newcomers to banking; multilingual ATMs; a
new venture-capital unit for equity investments in' inner-city businesses; and
community development officers, who help create lending opportunities. In fact,
First Community bank has been so successful that BankBoston is refocusing its
retdil strategy toward community banking. ‘

Employees' opinions of the initiative have also been transformed. Far from
being a dead-end assignment, a position at First Community Bank is highly
desirable because it offers the challenge and excitement of innovation. In
January 1993, founding president Gail Snowden was promoted to head up the
regional leadership group for all of BankBoston's retail banking. And in March
1999, President Clinton presented BankBoston with the Ron Brown Award for
Corporate Leadership (for which I was a judge) in recognition of its
community-banking activities. Clearly, businesses that partake in these
new-paradigm partnerships reap tangible benefits.

Spreading the New Paradigm

This article describes a new way for companies to approach the social
sector: not as an object of charity but as an opportunity for learning and
business development, supported by R & D and operating funds rather than
philanthropy. Traditional charity and volunteerism have an important role in
society, but they are often not the best or ‘fastest way to produce innovation or
transformation.

High-impact business contributions to the social sector use the core
competencies of a business -- the things it does best. For Bell Atlantic, it is
communications technology; for IBM, it is information technology solutiens; for
Marriott, it is service strategies. In this new paradigm, the activities are
focused on results, seeking measurable cutcomes and demonstrated changes. The
effort can be sustained and replicated in other places. The community gets new
approaches that build capabilities and point the way to permanent improvements.
The -business gets bottom-line .benefits: new products, new solutions to critical
problems, ‘and new market opporfunities.

New-paradigm partnerships could reinvent American institutions. They open new
possxbllltles for solving . recalcitrant social and educational problems. They
give businesses a new way to innovate. Today these examples are still works in
progress. But tomorrow they could be the way business is done everywhere.

Why ABmerica Needs Corporate Social Innovation

e o quduay
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Despite 1ts long economlc boom, Amerlca's socia ﬂproblems abound.~To ens%re
et < OVemen Tty : ;

y,‘bu51nesses have supported the soc1al sector in two
different ways they contribute their employees' time for volunteer activities,
and they support community initiatives with money and gifts in kind. Both
activities can accomplish many good things and should be encouraged, but neither
activity engages the unique skills and capabilities of business.

Consider the typical corporate'volunteer program. It almost invariably draws
on .the lowest common skills in a company by mobilizing people to do physical
work -- landscaping a school's grounds or painting walls in a community center.
Such projects are good-for team building. and may augment limited community
budgets, even build new relationships, but they don't change” the education
system or strengthen economic prospects for community residents. In many cases,
it is just as effective for the business simply to write a check to community
residents or a small.neighborhood organization to do the work. ‘

And that, indeed, is what many companies do. A great deal of bu51ness
part1c1patlon 1n soc1al sector problems derlves from‘the“cia”

governmént? Bu51nesses have llttle 1nvolvement in how
these donations are used. In fact, this model actively discourages companies
from taking an interest in results. Companies receive their benefits up-front
through tax write-offs and the public relations boost that accompanies the
announcement of their largesse. There'is. little or no incentive to stay involved
or to take responsibility for seeing that the contribution is used to reach a
goal. However well meaning, many businesses treat the social sector as a charity
case —-- a dumping ground for spare cash, obsolete equipment, and tired
executives on their way out. ’

Such arm's-length models of corporate philanthropy have not produced
fundamental solutions to America's most urgent domestic problems of public
education, jobs for the disadvantaged, and neighborhood revitalization. Nor will
they, because traditional charity can't reach the root of the problems; it just
treats the symptoms. Most business partnerships with schools, for example, are
limited in scope: they usually provide local resources to augment a school
program, such as scholarship funds, career days, sponsorship of an athletic
team, or volunteer reading tutors. The criteria for involvement are minimal,
often hinging only on geographic proximity to a company site. The 600 school
principals I surveyed said they are grateful for any help from the business
sector. But what they really want today, when public education is under attack,
are new ideas for systemic change that private enterprises are unlquely
qualified to contrlbute

As government downs1zes and the public~expects the private sector to step in
to help solve community problems, it 1s 1m -_that_businesses understand why
thecpldfﬁbdeISHOfgcorporatersupportbdonwtrc MH;Sustalnable.changefT&n
partnership with government and nonprofits, businesses need to go beyond the

traditional models to tackle the much tougher task of innovation.

GRAPHIC: Text box,Why America Needs Corporate Social Innovation:
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ARLINGTON, Va, March 12
(Bloomberg News) — US Airways

Group Inc., Trans World Airlines Inc.

and the America West Holdings Cor-
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poration increased some round-trip ., "{\ “_7}
fares as much as $40 today to match  =3y°\/ | oy shaen
fuel-related increases made by Con- ¢ DA ‘”"“-Jearnln L\ ab—/@ n

_tinental Airlines Inc. last week.

The UAL Corporation’s United
Airlines, the world’s No.'1 air carri-

‘er, matched Continental’s increases .

on Saturday, along with Delta Air

" Bestfares.com, which has access to

travel-reservation systems. A T.W.A.
spokeswoman, Julia Bishop,- con-
firmed that T.W.A, had raised fares.

The airlines raised leisure and .
business fares $20 for round-trip ,

flights as far as 500 miles; $30 on
trips 501 to 1,000 miles and $40 on
flights of more than 1,000 miles in the
United States: Continental, based in

Houston, 'led the industry in a $20

fare increase in January.

Jet-fuel prices for delwerv in New
York harbor have more than dou-
bled, 10 83.3 cents a gallon from 37.1
cénts in.the Jast year: The increase
came after a climb in crude-oil
prices to nine-vear highs as a world-
wide glut of crude disappeared. The

* higher costs lowered earnings at air-

lines for two. quaners .

'ROBYN:MEREDITH

| ,fMarch 12 — ‘Small
hands shot up when Daniel S, Varner

behind in the new economy.
A couple of Detroit lawyers who

Public Radno, the Kaiser Family
Foundation and Harvard's John F.

Kennedy School of Government.

wanied (o keep that from happening
“have chucKed their law careers to

wﬁgﬁ,ﬂit&mmmmLmk

tion age. They draw hundreds of chil-
dren int

r-schoo! sports leagues,

. then offer free computer training.

The children learn not oniv how to
use the computers, but also how to
take them apart, {ix them and put
them together again. The trophy they
bring home is a hand-me-down com- -
" puter — there are enough for every-
one on the sports tcams.

“We khew kids needed the charac-
ter that comes with team sports, and
we knew they needed the tools of the
future that come with access to tech-
nologv” said Michael F. Tenbusch,

e nonprofit - group
th Mr. Varner.-in
, the group organized
sports leagues for children.

At the sanie time, the group began
setting up 17 computer laboratories
in churches, schools and nonprofit
agencies — enough to serve 2,000
people last year — {illing them with
used computers donated by area
companies. But it became clear that

Thznkm.Dctrozt

. closing the gap in computer access -
' would require reaching homes. ’

So in November, Think Detroit
switched strategies and began the
Balls and Bytes program — combin-
ing baseball, soccer and basketball
leagues with computer classes. for
children over 10. The group has do-
nated about 30 computers and plans
to give away 200 more this summer.

Stacey Blair, a seventh grader at
Westside Christian Academy, said

. that when she joined the group’s

baseball team she did not.know she
would also get a compuier. She

* spends about an hour a day on it and,

came back to. Mr. Varner's class to
learn how 1o use the Internet.

Her first computer classes were
intimidating. **1 can’t do_this,” Sta-
cev remembered thinking. After the
instructor took the machines apart
and “*showed us which-spaces were
for the motherboard and the cards,”
“she said, “then T owas like, this s
preity casy. :

Statistics <;hcm chiidren like" Sta-
cey are ai risk of being bystanders in
the digital age., Although virtually
. the same percentage-of all chiidren
have some access {o computers at
school, poor_and Alrican- ‘ican
children are far less iikelv to use a

Rome _computer, according 10 a poll

“Using the computer and the In-

‘ asked his after-school class of mostly !

. Lines Inc. and the AMR Corpora- poor; mostly African-American chii- ternet can be such an important set

% tion’s American Airlines. dren here, *Who can teli rhe what the of skills to be ‘marketable for the

1] " That leaves the Northwest Airlines Internet is?"" e;()_nomy,f’ said Mollyann Brodie, a

§>§ Corporation, the No. 4 carrier, as the “Ir’s like a b!g d1cnonary" said vice president of the Kaiser founda-

4/ W& lone . holdout among the main air- Jordan Nichols, 9. “A new way of ton. “Any digital divide ‘:k’xll,further

“ ..L' lines. commumcmoﬂ," offered  Stacey exacerbate the gaps we've always

QJ: 3 u Northwest, whxch‘saxd on Friday Biair, 12, And across the room, Ter- had in our country between the haves
. : .2._, that it would match part of the in-  rell Brazier, 13, said, “it's a super- and have-nots.’” ,

~— : crease, thwarted a fare increase last  highway'to anything you want.” ~ Detroit is a good examp!e. because

Sl LQQ) month by refusing to join other carri- To these children, and others like it is the nanqn’s poorest ‘bxg city.

5 ~'=‘ ers in raising United States round- them who grow up poor, the Internet Many poor children here will not go

‘Q ‘,f" trip fares as much as $30. Airlines is all that and much more, It canbe a  to college. In the past, they migm

“3 [y generally Toll back increases that path to the future, all right, but its have had a Ford factory in their

Q) -/ rivals do not match to avoid getting  effect may be more profound on futures, at best. Now few workers

e | o . o those who don’t know how to use it.  Wwith only a high school diploma can

Q b caught at a competitive disadvan- g4 more and more jobs requiring  Pass the tests automakers require.

% ) tage. Northwest has been a frequent . compyter and Internet literacy, ex-  -Social workers say the gap may be .

b=y [ S, spoller of fare increases. perts fear that children not exposed even more acute for poor people who
M'*" The increases were reported by (o those skills will be left further . are already out of school and huve’

had little contact with computers.
Carris. M. Carey, a social worker
at_Focus: Hope, a nonprofit organi-
zation in Detroit that trains poor
people to work in-the auto industry,
said, *“The kids who are in the young-
er generation, the 18-t0-25 range,
have had some type of exposure to
computers,” even if it is not as much
as ‘the children of wealthy families

“have. But, Mr. Careysaid. older poor

people are seldom familiar with
computers and the Internet.
That observation was echoed in

Poor children in
Detroit enter the
computer age.

the new national poll, Ms. Brodie

said. **The gaps by -income are just
profound,” she said. The poll found .

. that 56 percent of those in the 18-40
. age group earning less than $30,000 a -

year had a home computer, while §7
percent of those earning more than
$50,000 a year had one. .

Public schools here are strugglmg
to keep up with their counterparts in
school districts that are better off.
All 263 schools in the district have
now been wired for computer access,
but not ali schools have computers,
partitularly up-to-date ones, to at-
tach to the wires, said Stan Chil-
dress, a spokesman for the Detroit
Public Schools. **None of our schools
have compuiters in every classroom,
and that is a goal,” he said.

For now, the secondhand comput-
ers from Think Detroit will help
close the gap between technology
haves and have-nots. in two ways
First, more children each month are -

- being given computers to take home.

Second, they arc teaching older fam- .
ily members how to use them.

Troy Brazier, a sixth grader at
George Crockett Academy, a charter
school here, brought home one of the

“Think Detroit computers after play-

ing bascball and basketball on one of
the teams set up by the organization.
His mother works .at a Target

. store and an older brother is a secu-
" nity guard. so when he got the com-

puter home, “1 had to teach them,
m\ mom and my brothér, how to use
" Troy said durmg a break from

Mr Varner's Internet” class. "I'm

conducted last ‘month by \.mona[ T still (r}mg todearna little -more.”
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g he Senators in suits huddled in the  |TWILLTAKE MORE THAN

_ COMPUTERS AND INTERNET
» _ , . o ~* MODEMS IN THE CLASSROOM
Club in an inner-city Washington NARROW THE DIGITAL
neighborhood as hundreds of children ~  DIVIDE BETWEEN TECHNOLOGY
HAVES AND HAVE-NOTS. BUT

) - GOVERNMENT AND BUSINESS
the superstar guest was introduced, the children cheered  yave MADE A START.

' auditorium at the Eastern Boys & Girls

sitting on the floor fidgeted. Butwhen

as if they were in the presence of a sports hero.

“This 1s tlie MiCh‘dQl Jordan of the computer industry,” Robbie Callaway, the

senior vice president of the Boys & Girls Clubs of America, said as he pointed to the @)

By MoLLy M. PeTersoN H

A
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chairman and chief executive officer of America Online.

“When you’re my age, you're going to say, ‘[ was once in the

same room with Steve Case.’” ” With a wave and a smile, Case
3

then announced a new “national crusade”—with help from

numecerous corporate, government, and nonprofit-partner-
ships—to help low-income families and minority students
join the Information Revolution.

“As we move into this new world, iUs really very important
that we not leave anybody behind,” said Case, who joined

- Sens. Joseph R. Biden Jr., D-Del., and Arlen Specter, R-Pa.,

at the February event to tout a new bill that would help

“equip the nation’s 2,600 Boys & Girls Club chapters—serv-

ing more than 3 million children—with state-of-the-art com-
puter learning centers. “Not everybody can be a Michacl
Jordan,” Biden told the children, who ranged in age from 6
to 16. “But if you have this
technology, all of you can
play this game.”

Watching Jordan’s leg-
endary skills at the basket-
ball net may have more
appeal 10’ most youngsters
than listening to speeches
from politicians and a -
technology executive. But
Case and the other adults
were there to highlight a
different kind of Net—
one that they hope can
help low-income children
and minorities score
points in the technology
game, and in the game of
life.

Last July, the Commerce Department’s National
Telecommunications and Information Administration, in a
report called “Falling Through the Net: Defining the Digital

UZ LYNCH

Divide,” showed that despite plummeting computer prices

and dramatic yearly increases in Internet usage across all
demographic groups, the gap between the nation’s technol-
ogy haves and have-nots is widening—largely along econom-
ic, racial,’and geographic lines. This digital divide—the gap
between those who do have access to. computers and the
Internet, as well as the technological training to compete in
the new economy, and those who do not—seems to have

replaced “Y2K” as the hottest catchphrase in the new mil- .

lennium among policy-makers with an interest'in high tech.

The rush to equip the nation’s public schools has cap-
tured the imagination of the Clinton Administration. Others
joining the crusade include educators, executives of high-
tech industries, community activists, think-tank researchers,
and some members of Congress, all armed with shopping
lists of multimedia computers, interactive software, and
high-spced Internet connections. “You have to be in on the
deal to benefit fl"om the deal,” Biden told the children.

How Wipe THE Gap?

The desire for more Americans to be in on the technolo- -

gy and Internet deal seems unanimous, but figuring out
how to achicve that' goal is more complicated, in part
P . 23
because of differing opinions about what the government’s
role should be in-brideing the gap, limited research on
gimg g4]

¢

.

whether computers actually improve educational achieve-
ment, and conﬂlctmg views on the causes of the dxgltal
divide.

A 1999 study by Forrester Rcsearch in Cambridge, Mass.,
for example, found that ethnicity is not a very good predic-
tor of who is using the Internet. Instead, differences in edu-
cation and income levels explain the gap in access to the
Net, it concluded. But Art Brodsky, a National Telecommu-
nications and Information Administration spokesman, dis-
agreed. “There are all sorts of factors in ‘there,” he said,
explaining that cultural differences, for example, tend to
affect people’s attitudes toward the Internet and whether
they think it is worth using. “It is economic to a large
degree, but not totally,” he said. Brodsky added that his

agency based its conclision of

a widening digital divide

on Census Bureau data

drawn from 48,000 -house-
holds. “When- the Census
does a survey, they do the
most comprehensive sur-
vey in the country,” he
. said. “IU’s not just a mar-
keting, sampling thing.”
His agency’s 1999 swdy
found that in 1998—the
most recent year for which
census data were avail-
able—the technology gap
between Americans at the
highest and lowest income
levels increased by 29 per-
cent over the previous
year. In a disparity that
Commerce Secretary William Daley called * a]armmg, the
study revealed that households with annual incomes of
$75,000 or higher were more than nine times as likely to have
a home computer as households with the lowest incomes,
and more than 20 times as likely to have Internet access. The
report also indicated that Americans living in urban areas
were more likely to be online than those living in rural areas,
and that white houscholds,were more than twice as likely to
have Internet access as black or Hispanic houscholds.

Some lawmakers, civic-leaders, and educators have warned
that those gaps, if left unchecked, could lead to a two-tier
economy in which those with inadequate access to informa-
tion technology would be relegated to a lifetime of low-skill
jobs and low wages. “The people who have the best access (o
[technology] keep acquiiring it at a pace that just really leaves
others way behind,” said B. Keith Fulton, the director of tech-
nology programs and policy for the National Urban League.
“In the Internet economy, if you're not connected, you're
not just standing still—you’re moving backward.” »

Certainly the feceral government agrees with this view. In

-a variety of programs run by the Commerce and Education

departments, the Federal Communications Commission,
the National Science Foundation, and several other agen-
cics, the government is committing increasing amourits. of
money to bringing underserved children and adults up 0
speed with the rapidly evolving technology. Many of the fed-
cral programs seek o narvow the digital divide among the
nation’s clementary and secondary school classrooms,
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based on the belief that early computer literacy is crucial to

economic success in the digital age.

“It’s critically important, because K-12 classrooms are the
pnmary place where poor children will see these technolo-
gies and interact with them with learned professionals;” Ful-
ton said, adding that the children who are least likely to
have Internet access at school are also the least likely to
havé it at home: Fulton noted that there are currently hun-
dreds of thousands of unfilled jobs in the information tech-
nology sector. In an effort to fill those jobs, technology
companics have recruited so many foreign workers that, in
1998, Congress agreed to raise the annual cap on tempo-
rary, nonimmigrant visas from 65,000-to 115,000, and legis-
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lation is pending this year to raise the caps even higher. Ful-
ton said that better access to technology in the classroom
could help prepare more American students for those jobs,
many of which offer annual salaries of $60,000 or more.
“That’s the economy we're preparing our kids for, and it's
high-stakes,” Fulton said.
TECHNOLOGY AND LEARNING '
Will technology make children better l(:arncrs> Skeptics
remain unconvinced that computers and the Internet will
benefit students more than traditional classroom tools do
or help level the playing field for the nation’s most disad-
var}tagcd children. “Basically, there is no body of evidence




| .

that can show that low-income, at-risk kids can gain in acad-
emic achievement from the use of computers,” said Larry
Cuban, a former high school teacher and now a professor
of education at Stanford University who researches the use
of technology in elementary ‘and secondary classrooms.

“But for symbolic reasons, you cannot afford.-not to buy
computers and have them in schoolq because people will

think you arc dinosaurs.”

William L. Rukeyser, the coordinator of a Woodland,
Calif.-based 'information clearmghouse called Learning in
the Real World, charged that “overblown, overheated
rhetoric” about the digital divide is feedmg ‘an element of
almost-hysteria” in support of classroom technology, despite
a lack of comprehensive research on its effectiveness. “I
think the main thing to worry about here is that technology
has been perceived or sold almost as a cure-all in K-12 edu-
cation, and the best evidence we've seen-so far is that it's

certainly not a panacea,” said Rukeyser, whose organization

awards grants to researchers studying the costs and benefits
of classroom computers. “Most people are of the opinion
that there are areas where it’s going to be worthwhile and
cost-effective, but we don’t have the evidence yet to deter-
mine what those areas are.”

Some research indicates that the value of classroom tech— :

nology depends largely on how it is used. For example; a
1998 study of fourth- and eighth-grade math classes found

“that computer programs designed to enhance “higher-

order thinking skills"—such as the ability to understand
mathematical concepts or solve multiple-step problems—
helped boost student scores on standardized tests, But when
classroom computers were used for “drill and practice” to
help students with routine calculations, “they actually didn’t

help very much, and in some cases they were even harmful,” |

said Harold We‘nglinsky, the research scientist at Education-
al Testing Service in Prmceton N.J., who conducted the
study.

In measuring the effectiveness of computer math pro-

grams, Wenglinsky’s study found that the -digital divide is .

found not simply in access to classroom technology but also
in the disparitics in how such technology is used. “The most
striking difference between minoritics and white students in
the uses of computers at school is that minority students are

‘much more likely to be exposed to drill and practice activi-

ties, and much less likely to be exposed to hlgher-ordcr
thinking skills,” Wenglinsky said.

LS s T
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For example, the study found that in eighth-grade math,

31 percent of white students, and 27 percent of U.S. stu- -

dents overall, used computers to help develop higher-order
thinking skills, but only 14 percent of black eighth-graders

‘did. Moreover, Wenglinsky found that although about 30

percent of white students, and 34 percent of all American
students, use cighth-grade math class computers for the less
effective drill and practice learning, that percentage rose Lo

52 percent for black students. “You might think drill and
* practice is a.good thing, and that it’s not so bad for minori-

ties to have access to it, except when you look at how it
relates to student achievement,” Wenglinsky said. His study.
took socioeconomic status into account and found that
“there may be an economic component, but there also is
most certainly a racial component.”.

Other studies being planned will determine technology’s’
impact on student achievement, according to Mark: Root,
the project director for the CEO Forum on Education and

‘ Technology, a four-year partnership between industry lead-

ers and educational organizations that monitors the inte-
gration of technology into schools. Root said the forum
plans to release a report in the spring of 2001 on the effects

. of classroom technology. But he cautioned that determin-

ing the direct impact of classroom technology on student
learning will be.no easy task.
.“When you go to measure their learning, how do you

-directly tie that to the computer?” Root asked. “I think

that’s what's confounding people. It would be like trying to -
assess a student’s progress with traditional technology like
the blackboard. Did thé blackboard make a difference in
this student’s learning, or was it the textbook?”

Root added that so far there have not been many studies
into technology’s direct impact on learning. “There are a

‘lot of little target éfforts, but no big, groundbreaking
“study,” Root said. “I think people have just been more con-

cerned and more focused on getting the technology into
the classroom. Determining whether the technology is mak-
ing a difference is a lower priority.” However, the Education

-Departmem plans to launch a comprehensive study this

spring on how technology is affcctmg achievement and
classroom mstrucuon

-NoT Just MACHINES

The digital divide is aleo too complicated to be dclcted
with the touch of a button. Some of the biggest players in the
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réce o wire the nation’s classrooms are quick to acknowl-
edge that the delivery of computers and modems is just one
step in a comprehensive solution that also requires major
investments in teacher training, technical support, and
resecarch on how best to integrate technology into the cur-
riculum. .

“Sitting by a computer. does not make you a future Bill

Gates,” said Barbara Stein, a senior policy analyst at the

" National Education Association working on education tech-
nology issues. “It’s really a question of how the technology is
used.” Stein said that many teachers have not received ade-

" quate training to make the most of computers and the
Internet in the classroom. “One item we are hearing really
consistently is that teachers are not geuting sufficient sup-
port in how to utilize the technology,” she said. “There’s a
lot of equipment but not enough preparation.”

The Clinton Administration has proposed doubling the
amount spent on the Education Department program
called Preparing Tomorrow’s Teachers to Use Technology
—to $150 million in fiscal 2001-—to ensure that new teach-
ers receive proper computer training and are able to inte-
grate technology. into classroom lessons. During a recent
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congressional hearing; Education Secretary Richard Riley
cited data showing that although ncarly three-quarters of
the nation’s teachers regularly log on to the Internet at
home or at school or both, only 20 percent of all teachers
feel *very well prepared” to fold technology into classroom
instruction.

“Teclinology and the Internet can be the blackboard of |

the future for America’s teachers,” Riley said. “But if we do
not give our teachers proper training, it is like denying
them the chalk that they use on those blackboards.”

WIRING THE CLASSROOMS

Indeed, statistics indicate that the primary focus over the
past few years has been on delivering hardware, software,
and Internet connections to public schools. And in that
area, the results are dramatic.

According to a February report by the Education Depart-

ment’s National Center for Education Statistics, 95 percent .

of the nation’s public school buildings were connected to
the Internet in 1999, nearly meeting the Clinton Adminis-
tration’s goal of linking every public school to the Internet
by the year 2000. Internet access among public schools has.




nearly tripled since 1994 when oaly 35 percent were con-
nected. - .

The study, based on a nationally representative sample of
~about 1,000 schools, also showed that Internet access in
. public school instructional rooms—including classrooms,

libraries, and computer labs—has increased twentyfold over
the past five years. In 1994, only 3 percent of the nation'’s
public school instructional rooms were connected to the
Internet; by 1999, 63 percent were online.

But not surprisingly, those increases varied according to
poverty rates, with classrooms in the wealthiest schools
nearly twice as likely to have Internet access as those in the
poorest schools. According to the center’s report, 74 per-
cent of instructional rooms . the wealthiest schools were
connected to the Internet in 1999, which was a 12-percent-
age-point increase over the previous year. By contrast, the
percentage of Internet-connected instructional rooms in
the schools with the highest poverty levels—in which more
than 70 percent of the students are eligible for. federally
subsidized lunches—remained frozen at 39 percent in both
1998 and 1999. “We were shocked not to see a jump among
those schools,” said Edith McArthur, the National Center

for Educauon Statistics dcmographer who conductcd the
study.

" Before that plateau, the number of classroom Internet
connections in the poorest schools had risen significantly—
from 5 percent to 39 percent—between 1996 and. 1998.
Public schools in other economic brackets experienced
equally dramatic increases in classroom’ connecuvny during
that period.

The Clinton Administration asserts that a key factor in
rising [nternet connections is the federal discount program
known as the electronic rate, or E-rate, which began provid-
mg pubhc schools with discounts on Internetrelated ser-
vices in 1998 under provisions of the 1996 Telecommunica-
tions Act. “In part because of the E-rate, we are now well on
our way to closing the digital divide in our schools,” Educa-
tion Secretary Riley told the federal Web-Based Education
Commission last month.

Administered by the FCC, the E-rate provides up to $2.25
“billion annually through its Universal Service Fund to help
schools and libraries connect to the Internet. The program
offers discounts—ranging from 20 percent to 90 percent,
based on poverty levels and geographic location—on tech-
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Pefcentage of U.S, households using the Internét, by race and income

White

. Black

Asians and others

Hispanic

nology and telecommunications services. More than
30,000 schools and libraries received nearly $1.7 billion'in
E-rate discounts during an 18-month period ending in
mid-1999, and the FCC voted to provide funding for the
program at the maximum allocation of $2.25 billion for a
12-month period ending in June 2000.
~Although most of the poorest schools have not yet con-

nected their classrooms to the Internet, McArthur said her-
-study shows that the E-rate has been a crucial resource for *

those disadvantaged schools that have connected their class-
rooms. The Urban League’s Fulton said many more of the
poorest schools would benefit from the E-rate if they would
only take advantage of it. Administrators of those schools
often have more pressing priorities, Fulton said, such as
repairing crumbling buildings, hiring competent teachers,
and improving student achievement. “It is not the simplest
of things to do, and it may not be the highest-priority item,”

Fulton said of applying for E-rate assistance. “It says that we

have a lot of work to do.”

McArthur also noted that Internet access—mot a lack
of classroom computers—appears (o be the main factor in
the technology gaps affecting the nation’s poorest schools.
Her study found that the ratio of students to instructional
computers, with or without Internet access, was about 6-to-1
in all categories of public schools, even the poorest. But
when measured in terms of Internet access, the ratios vary
greatly. C

The Education Department, based on tecommendations
from the President’s Commiltee of Advisors on Science
and Technology, has said that a maximum of five students
for cach Internct-inked computer is the best ratio. Public
schools with the lowest poverty levels came close to that tar-
get in 1999, averaging seven students for every instruction-
al computer connected to the'dInternet. But in schools with
the largest number of poor students, there were 16 stu-
dents for every Internet terminal. Nearly one-quarter of
those schools also relied on dial-up connections to access
the Internet, instead of higher-speed dedicated lines, cable
modems, or other faster data pipelines. “So even if you

t

ogy and special adviscr to Riley on technology issues.

have Internet connectivity, you're
standing in line to get to the
machine,” Fulton said of students in
the schools with the highest poverty
levels.

THe Feoerat RoOLE

Leveling the computer playing
fields for children in rich and poor
schools will cost billions of dollars.
Although foundations and high-tech
companies have shown a public-spirit-
ed willingness to help, ultimately Con-
gress and the White House will have o

should contribute.

Sen. Bob Kerrey, D-Neb., who
chairs the bipartisan Web-Based Edu-
cation Commission, said in an inter-
view that-bridging the technology gap
in the neediest schools will probably
require a larger federal investment. “I
don’t think you solve this thing unless
we're ‘prepared, either with our tax
code or direct spending ... to spend
more money,” he said. “I'm prepared to use the market, 'm
prepared to form all kinds of innovative parmershlps But at
some point, it takes money.”

Riley told Kerrey's commission that federal dollars make
up less than 7 percent of all public spending on elementary
and secondary education, but his department provides 25
percent of the cash that helps public schools develop inno-
vative uses of classroom- technology. Kerrey said he would
like to see even more federal moncy channeled into those
rescarch and development initiatives. “I would not be
uncomfortable going to 50 percent, because 1 do not think
the states or school districts can support it on their own,”
the Senator said.

President Clinton made the digital dxvlde a-priority in his
fiscal 2001 budget by asking for increased federal spending
to bridge the gap on several fronts. For example, he wants
to provide $2 billion in new tax incentives over 10 years to
encourage companies to offe~their workers technology
training and to donate computers to schools, libraries; and
community technology centers. Clinton also has asked for
$50 million for a new program cglled Connecting America’s

- Families .that would provide grants to community- groups,.

local governments, and other organizations to help wire
more homes to the Internet.

Building the electronic blackboards of the futLire is clear-
ly a blpdl tisan effort as well, although Democrats and
Republicans sometimes disagree on the best way to do so.
“Congress is not stupid,” said Linda Roberts, the director of
the Education Department’s Office of Educational Technol-
“Mem-
bers on both sides understand that our schools have to be
as much a part of the esociety as our other institutions, It
would be a step backward to think ‘that the kinds of class-
rooms we had 50 years ago are the kinds of classrooms we
nced for the future.” ‘ B

Internet links and background infor-
R 8 malion related to this article are avail-
able to all National jour ml subseribers on owr Web site.

decide how much the government .
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