Advocate Summary

Issue:  Export Controls on Computers

Advocate:  Rhett Dawson, President, Information Technology Industry Council (ITIC), 1250 Eye St., NW, Suite 200, Washington DC 20005, phone 202 626 5757 fax 202 638 4922, email rdawson@itic.org, web www.itic.org

Date of Interview: August 3, 2000, 9:00 to 10:30 AM
Basic Background

See the interview with Chris Hanken from Sun Microsystems for backgound on the case; much here is repetitive.

ITI is made up of the leading information technology companies from the US and elsewhere; has 30 members; not only hardware manufacturers, but also AOL and Amazon.com. It was founded in 1916 as an Office Equipment Manufacturers’ Institute; IBM and NCR are the only two original members remaining…

They are an advocacy group with about a $5Million annual budget; of which $3million is spent on advocacy. About 60 percent of staff and budget is on advocacy issues. They have 25 staff; 5 work on industrial standards; 5 on statistics; 10 on lobbying; 5 general overhead. The range of issues they work on: H1B visas; privacy; intellectual property; e-commerce; bandwidth to the home; internet sales taxes (R was recently on CrossFire with the Mayor of Dallas arguing about the internet sales tax).

“In the long term, we are active in trying to build bridges with members of Congress. Two years ago we began to compile a voting guide, and we’ve found that to be extremely effective—it really gets their attention. Having a voting guide is absolutely crucial to our work in Congress. Of course putting it together, choosing the votes that will be included, is a real art form, since often it is not the final vote that really distinguishes our supporters from those who are working against us, but we’ve found this to be extremely effective in working with the Members. We make sure to tell them as we are working on an issue that this vote is one that we expect to include in our voting guide. That really gets their attention; it makes a big difference. The guide is good for the Members of Congress as well—they want to be able to point to their support for our issues. It is very hard to choose the votes to include however. We really strive to be bi-partisan in this. We have a natural business orientation, so we do get a lot of support from Republicans because of that, but we try to be much more bi-partisan than some groups. You know, the Chamber of Commerce is really an anathema in certain circles; our thinking is that in the long term the political balance is always going to be relatively close, so we need more than the strong support of one side; we need bipartisan support for our issues. We’ve finished our 2nd voting guide and our 3rd is almost ready. [Copies of these voting guides are in my files and also on the ITIC web site.]

We begin with a Republican base and then we try to pick off new Democrats as they come into Congress. We have some Blue-Dog Democrats and many of the younger members are attuned to our issues.

We do a lot of information-building in Congress, for the long-term. For example, we did a survey of 40 Members of Congress, talking with the members themselves, and we expect to do this every year. We’ve found that there is lots of support for us, but we need to educate the members constantly about the innovations going on in our industry. MC’s are used to things that change much more slowly than our industry.

So what we’re doing in the long run is attempting to stay in the virtuous circle we are now in. We have a very good situation now; the government sees that the information industries are an engine for the entire economy; the public mostly sees us in that way as well. We want to do what we can to preserve this. In Congress, our efforts were focused on this educational effort [called: Understanding the Digital World]. But we have a big concern about these issues with the general public as well. We have been active in doing Values-Based Consumer Surveys. This is where you have only about 80 respondents, kind of like in a focus group, but you do very intensive, 2 hour interviews with each one. [Q: You mean, you are concerned that you have a good thing going, a good reputation in general, but that as they say, this could tip, that there could be a tipping point where your reputation could change suddenly for the worse?] Yes, we want to know where that tipping point is. We know, for example, that there are some areas where the public have concerns about our industry, and other areas where they think very well of us. The potential areas of concern, for example, are: privacy and security issues; the digital divide; envy of Bill Gates and concern about the nature of these new billionaires in our industry; financial issues in general about the industry (stock volatility, the fairness issue of so many millionaires being created…), and some others. So we’re thinking of doing these surveys to know where a tipping point may be and to do whatever we can to maintain the virtuous cycle we’re in now and to avoid a vicious cycle. We would do that by focusing our message on the positive elements, and by an ad campaign, if necessary. We’re not doing these things at the moment, but in the long term one of our biggest goals is to maintain the positive elements that we enjoy now. The plastics industry engaged in this type of research. For example, see this bottle: people could look at that and say it is wasteful because it fills landfills and is hard to recycle. But if I drop it, like this [throws down a plastic spring water bottle], you notice: it’s light and it doesn’t break. In that industry, they’ve been successful in getting people to notice and pay attention to the good things about them rather than the bad. So we’ve been studying other industries, how they’ve done it. Plastics is a classic example of this kind of thing.

For example, we expect globalism to be a big issue in the future, possibly affecting how people think of our industry. That brings us to export controls… The one thing we do not want in this is for people to say: Do we care, or not, about US security? There are some potential down-sides to this issue so we are careful to emphasize our concerns about US security issues even while we also make other arguments.

This issue goes back about 5 years when there was an amendment to the National Defense Authorization Act (NDAA). This enshrined the 2000 MTOPs level for export controls. IT was the first time that computers were treated differently than other products for these purposes. Clinton had loosened controls, but certain people in Congress felt that was too much too fast, leading Congress to get involved. Senators Shelby and Thompson (Fred) were the leading forces there. They saw this move as a major example of “e-pandering” by the administration.

[R was the staff director of the Armed Services Committee in the early 1980s]

So we got into the position with the 180 day waiting period. Armed Services did not want a stand-alone bill on this, but they want the opportunity to include it in the annual re-authorizations. The Senate has never held a hearing on this or even asked GAO for a report on the topic. They are woefully inadequate in their understanding of the issue. The point for them is simply to have the chance to include it in the NDAA, which happens regularly and which they can easily use as a vehicle. Anyway, so far there have been 2 increases in the MTOP level, and never has there been even a hint that they would overturn either of them. The point was simply that they did not feel adequately consulted, so this was there way of insuring that they would be in the future.

There is a deep-seated anxiety about the out-flow of technologies; this is a real values issue.

The Computer Coalition for Responsible Exports, co-chaired by me and Dan Hoydysh, was formed about 3 years ago. It is made up of trade associations and the companies themselves. We made a press kit and distributed it to all Members of Congress and widely in the press; it is made to look like a notebook computer, and it says “Yesterday’s supercomputer is today’s laptop.” [R gave me one of these, as well as the press kit they used the following year: it’s in my office.] I must say these were very successful—they really got people to see what we were talking about. Now the real focus is on servers, no so much on laptops. The argument is simply that there are many competitors overseas who will happily sell these computers, and also that these are not super computers but simple commodities, easily available. I’m not sure what kind of server the Political Science Department at Penn State uses, but it would not be surprising, depending on how big it is, for it to be the kind that could be subject to export controls. That’s crazy.

The Cox Commission was focused on the leaks from the nuclear weapons labs, and a general anxiety about China. This has put us in a position of having to educate people. First, we focus on the need to reduce the 180 day waiting period—there we can make the point that we can’t predict in this industry what will be easily available technology 180 days in advance; things move too quickly. Sometimes new products come out that are above the thresholds—for example, you may recall some really clever ads by Apple for their Mackintosh G-4 line when it first came out. That computer is the same one as is sitting on that secretary’s desk over there. Well, when it came out, it was subject to export controls. They designed an ad which had a new G-4 sitting on the ground, surrounded by tanks, and they pointed out that this computer was so powerful that it had been designated a weapon by the US Government! It was a clever ad but also it showed the problems with the policy: that was a mass market computer. In any case, the G4 and the Aptiva were withheld from the market for 3 months because of these export controls. So one argument was that we needed to have a shorter period because you can’t predict where the market will be in 180 days.

Last year we spent the entire time building our support coalitions. This year, we are hoping to take the fruit. We need to get that reduction. So, first, we identified our champions, and then we built the support. And last month we passed a reduction to a 60 day waiting period. What do you call it in hockey when someone gets 3 goals? [Hat trick] That’s right: we needed a hat trick on this one. There is so much mis-trust on all these issues that we needed to get identical language in both the House and Senate bills introduced and adopted. We had to keep all our members firm in that they could accept no changes whatsoever in the wordings. All that was just to make sure that there was no wiggle-room in the Conference Committee. So now, we got that hat trick and the changes are in the NDAA bill.

[How did you choose your champions?] Our champions have to be people first with credibility, and those who get it in terms of the new economy. We want people who are leaders and who are respected by their parties. In the Senate we got Bob Bennett and Harry Reid. Phil Gramm, for example, is one of our big opponents. He had an export control act that finally didn’t go anywhere; it would have had a great impact on the high-tech industry. There were very bitter arguments between reformers and those with a focus on national security. Many can see that the controls are weak and maybe not worth it, but since it is national security, that’s very touchy. Gramm’s proposal lead to a bitter opposition from the National Security republicans in the Senate, that is: Shelby, Thompson, Warner, and Helms, and they refused to let it get to the floor. Is this group convinceable? The general view is that they are not.

We brought our CEOs to Washington in June 1999; of course they visited with our champions, but also particularly our opponents. We think, for example, that McCain and Warner are convinceable on this. Our champions in the House are Dave Drier, Chair of the Rules Committee, which comes in handy, and Lofgren.

Our longer term issue here is that controlling MTOPs is the wrong focus. We have a CSIS commission studying what a new regime should be focused on. You know, in the future we expect that there will be server farms and people will do all sorts of remote computing, making these limits irrelevant. Also we expect to see lots and lots of low-end PCs operating in parallel. So in general we think that everyone will be able to get this kind of computing power. So we make two arguments here: 1) it’s basically uncontrollable no matter what we do; and 2) we should control the very top-end stuff, the computers that are custom-built for Sandia Labs and things like that.

Congress knows they have no expertise in this. Freezing technology is a constant temptation in Congress—we always have to fight that. The content providers [move studios and record companies] had a bill 4 years ago to prohibit the manufacture of equipment that could copy movies. This kind of thing is ridiculous, but Congress is often tempted to go along with arguments about the need to freeze technology, so we have to fight against that constantly.

Traditionally, export controls were in the jurisdiction of the Senate Banking Committee, which has clear jurisdiction over the Defense Production Act, and House Foreign Affairs (hence the activity of Senator Gramm, of the Banking Committee). But these two committees don’t have this vehicle which is the NDAA. We have much more support on those two committees, so seeing this constantly debated in the Armed Services Committees is not something we’re happy with, but they have found the NDAA as the vehicle to put themselves in the middle of this issue.

I’ve talked to the staff director of Armed Services and I can tell you they don’t want to know about anything but national security issues. I can tell them about the jobs being lost or about other elements of our industry, and they just say: ‘Listen: All I have to worry about is national security. Exports is not my problem.’

MTOPS were first put at 2000, then were raised to 6500, and will be raised to 12500 in the next announcement. In the Administration, there is an Inter-Agency Group, chaired by the person from the Commerce Department, who work on this and make the recommendations.

Our national security arguments are these: 1) It’s a waste of resources. Focusing on raw computing power is the wrong issue. 2) we must keep innovating, this is what will keep US technology ahead of all others. The best US weapons will have to use lots of information technology, and this is how we will keep ahead of all the other countries. The Pentagon as a market for our companies has declined as computers are used more and more as commodities in national defense. They buy a lot of computers of course, and the current commandant of the Marine Corps has said he wants to have a laptop for every marine, but they are no longer buying specially built machines, but just the same ones as anyone else. So our members are not focused so much on the military market; we’re not like Lockheed, Raytheon, etc.

On encryption issues, we see similar issues to those in this case: there are internal American issues there, with the FBI, and also as it affects what we can or should export.

On this issue, we started out with what you call non-contradictory arguments, but the issue has evolved into a more direct engagement on national security issues. In the beginning we were focused on emphasizing the jobs element, the fact that these things were commodities, and the exports and profits that were being lost. Over time, we have been more squarely meeting the arguments of the other side, directly engaging the national security arguments. All this work with the CSIS commission, that is designed to focus squarely on the national security issues and to come up with some proposals for a more effective way to do this than the current emphasis on MTOPs with these periodic reviews. Basically, what we’ve found out in this case is that national security trumps everything for a Member of Congress. I mean, it trumps everything: the economy, social security, anything. The one thing you can’t screw up when you are a Congressman is national security, and none of them want to be in the position of being accused of that. This came out very clearly in our congressional survey.

Prior Activity on the Issue 

Lots of background work before getting the amendments included in NDAA this year.

Advocacy Activities Undertaken

Many different things: see above, all inside the beltway on this issue.

Future Advocacy Activities Planned

Key Congressional Contact(s)/Champions

Several mentioned: see above.

Targets of Direct Lobbying

Targets of Grassroots Lobbying

Coalition Partners: Names/Participants

Other Participants in the Issue Debate

Ubiquitous Argument(s) and Evidence

See above

Secondary Argument(s) and Evidence

Targeted Arguments, Targets, and Evidence

none

Nature of the Opposition

Ubiquitous Argument(s) and Evidence Articulated by the Opposition 

National security is really the only argument.

Secondary Argument(s) and Evidence Articulated by the Opposition

Targeted Argument(s) and Evidence Articulated by the Opposition (and Targets)

Described as a Partisan Issue

No. But opposition does focus on Republican complaints of the Clinton administration.

Venue(s) of Activity

Several Administration agencies, Armed Services committees in House and Senate.

Action Pending or Taken by Relevant Decision Makers

Policy Objective(s) and Support for/Opposition to the Status Quo

Reduce export controls

Advocate’s Experience: Tenure in Current Job/Previous Experience

R’s previous positions:

Staff Director, Armed Services Committee

Private practice, law, for 4 years

President’s Blue Ribbon Commission on Defense Management, Staff Director. This brought me in contact with a lot of important people.

Law practice

Then my mentor, John Tower, tapped me to help with the Iran Contra Special Review Board, which was the most interesting 3 months I’ve spent in a long time. That was in 1986-87.

Law practice, this time just for one month.

When Howard Baker became Chief of Staff in the Reagan White House, he asked me to join him as chief of operations. That meant that I was in charge of all staff operations for the white house, insuring that Air Force One ran on time and was fully staffed, and everything that goes on at the White House. I oversaw a staff of 1,600 people. I did that until the end of the Reagan administration.

Then I became a Senior Vice President for a utility company here in town, PEPCO, and did that for 5 years.

Then I came here, 5 years ago.

Reliance on Research: In-House/External (Code for Organizational Advocates Only)

Both

Number of Individuals Involved in Advocacy (Code for Organizational Advocates Only)

They are an advocacy group with about a $5Million annual budget; of which $3million is spent on advocacy. About 60 percent of staff and budget is on advocacy issues. They have 25 staff; 5 work on industrial standards; 5 on statistics; 10 on lobbying; 5 general overhead. The range of issues they work on: H1B visas; privacy; intellectual property; e-commerce; bandwidth to the home; internet sales taxes (R was recently on CrossFire with the Mayor of Dallas arguing about the internet sales tax).

Units in Organization Involved in Public Affairs/Policy (Code for Organizational Advocates Only)

Advocate’s Outstanding Skills/Assets (Code for Organizational Advocates Only)

Type of Membership: None, Institutions, Individuals, Both (Code for Organizational Advocates Only) 

Businesses

Membership Size (Code for Organizational Advocates Only)

30 businesses. Check on web page.

Organizational Age (Code for Organizational Advocates Only)

Since 1916 or so: see web page for complete information.

Miscellaneous

Excellent and outgoing respondent. Very willing to talk. Very impressive person.

