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About the Progressive Policy Institute
“One person with a belief is a social power

equal to ninety-nine who have only interests.”

—John Stuart Mill

The mission of the Progressive Policy Institute is to define and promote a new progres-
sive politics for America in the 21st century. Through its research, policies, and per-
spectives, the Institute is fashioning a new governing philosophy and an agenda for
public innovation geared to the Information Age.

This mission arises from the belief that America is ill-served by an obsolete left-right
debate that is out of step with the powerful forces re-shaping our society and economy.
The Institute advocates a philosophy that adapts the progressive tradition in Ameri-
can politics to the realities of the Information Age and points to a “third way” beyond
the liberal impulse to defend the bureaucratic status quo and the conservative bid to
simply dismantle government. The Institute envisions government as society’s ser-
vant, not its master—as a catalyst for a broader civic enterprise controlled by and
responsive to the needs of citizens and the communities where they live and work.

The Institute’s work rests on three ideals: equal opportunity, mutual responsibility,
and self-governing citizens and communities. Building on these cornerstone principles,
our work advances five key strategies to equip Americans to confront the challenges of
the Information Age:

Restoring the American Dream by accelerating economic growth,
expanding opportunity, and enhancing security.

Reconstructing our social order by strengthening families,
attacking crime, and empowering the urban poor.

Renewing our democracy by challenging the special interests and
returning power to citizens and local institutions.

Defending our common civic ground by affirming the spirit of
tolerance and the shared principles that unite us as Americans.

Confronting global disorder by building enduring new international
structures of economic and political freedom.

The Progressive Policy Institute is a project of the Progressive Foundation.  For further
information about the Institute or to order publications, please call or write:

600 Pennsylvania Ave., SE · Suite 400 · Washington, DC 20003
E-mail: ppiinfo@dlcppi.org · WWW: http://www.dlcppi.org

Phone (202) 547-0001 · Fax (202) 544-5014
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Imagine a future in which citizens can log onto
one Internet site, easily find the government
services they are looking for, and use that site

to conduct an online transaction; a future in
which businesses fill out one Internet form for
all their local, state, and federal environmental
regulatory compliance requirements; a future in
which government officials make all purchases
and payments electronically, saving millions of
dollars.  The technology for all these applications
and others is here today, waiting to be adopted
by the federal government.

Indeed,  these technologies  are rapidly
spreading in the commercial  sector.   The
economy is evolving to the point where a sig-
nificant share of economic transactions will
soon be conducted through electronic means.
Digital technologies are fundamentally trans-
forming our economy and society, and have the
potential to transform government.  In fact, a
key next step in reinventing government in-
volves the widespread application of informa-
tion and communications technology to the
delivery of government services—in short, fos-
tering digital government.

Among the potential benefits of digital gov-
ernment are savings in money and time for the
government, consumers, and businesses.  If banks
can cut their transaction costs by 90 percent
through online banking, similar savings for gov-

ernment are likely.1  Moreover, users of govern-
ment services will benefit by greater 24x7x365
access to higher quality services.  Most impor-
tantly, the relationship between government and
citizens can evolve from its traditional hierarchi-
cal and arms-length one to a more reciprocal one
where citizens are genuine stakeholders in their
government.

Done right, digital government promises to
transform Industrial Age big government into
Knowledge Age smart government. Old economy
government was organized around agencies and
bureaucracies that operated like “stove pipes” with
little information flowing between them, and
with operations developed to meet the require-
ments of agencies, not the needs of citizens.  New
Economy government will be organized around
the functions and the needs of citizens; with in-
formation and communication technologies a key
enabler of this reinvented government.

Moving to digital government will speed the
transition to a digital economy.  Part of why this
transition is not proceeding even faster is because
of “chicken or egg” issues.  For example, smart
cards have diffused slowly through society, in
large part because consumer value is limited as
long as few merchants accept them, and few mer-
chants accept them as long as few consumers have
them.  Similar issues exist with regard to digital
authentication, educational software, and to some

“I have in general no very exalted opinion of the virtue of paper government.”
Edmund Burke

Introduction
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extent the Internet itself.2   These impasses will
be broken, but if the federal government became
a leading-edge, or even “middle-edge,” user of
information technology (IT), it would enhance
the value of being online and speed the transi-
tion.

Despite the obvious promise of digital govern-
ment, it has not yet become a priority of most
policy makers.  Congressional committees have
largely ignored the issue.  And while the Admin-
istration has articulated goals and begun projects,
much more can be done.  In the meantime, the
issue has remained the province of technologists
focused on technically complex issues not readily
understandable to policy makers, much less to
citizens in general.

In part because of this technocratic focus, digi-
tal government progress to date has been slow and
not linked to government reinvention.  Rather,
most IT applications have focused on improving

the efficiency of existing operations or providing
one-way information dissemination, instead of on
fundamentally changing the way businesses and
citizens interact with government.  As a result,
another kind of digital divide is emerging—be-
tween government, which is only moving tenta-
tively into digital operations, and the commercial
sector, which is moving at “web-speed” into e-
commerce.

This report lays out the overall direction the
federal government should take to foster digital
government and describes how the government
can use IT to transform its operations.  It first dis-
cusses the factors that have slowed progress to
date and then describes 12 key principles to fol-
low in implementing digital government.  It then
lists four major policy recommendations for
implementing digital government. Finally, it ex-
amines what government is doing now and what
it should be doing.
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At the federal level, considerable progress has
been made toward establishing a vision for
digital government and providing informa-

tion to the public through agency web sites.  But,
relative to the capabilities of the technology, much
more can be done.  There are least four factors that
have hindered progress: 1) lack of top-level agency
and government-wide leadership; 2) lack of funding
and flexibility to implement digital government
projects; 3) the prevalence of a traditional “agency-
centric” government paradigm, rather than a cus-
tomer-centric one; and 4) lack of pressure for change.

A Lack of Political Support for Digital
Government

Congress and the Administration have issued broad
and generalized mandates regarding digital govern-
ment.  However, congressional committees have largely
ignored the issue.  While the Administration has ar-
ticulated progressive goals and begun projects—includ-
ing innovative efforts from the Vice-Presidents’ National
Performance Review dating back as far as 1995—more
can be done.  In fact, the NPR is a center for creative
thinking on these issues, but their initiatives have not
always received the high-level support needed to trans-
late them into results.  Cabinet secretaries in particular
have generally not made digitizing government a top
priority and see it as separate from their core mission
(for an exception, see Box A, p.4).  Nor has OMB been
a strong advocate of digital government.  Within agen-
cies, Chief Information Officers (CIOs) normally do

have the authority and budget to implement signifi-
cant digital government applications.

However, there are signs that digital government
is receiving increased attention, both in Congress and
the Administration.  President Clinton issued an ex-
ecutive memorandum on the subject in December
1999, and the President’s Management Council has
adopted the issue of digital government as one of their
three top priorities for 2000.  And in Congress, Sena-
tor Joseph Lieberman (D-CT), and ranking Democrat
of the Senate Governmental Affairs Committee and
Congressman Jim Turner (D-TX), ranking Democrat
on the Government Management, Information, and
Technology Sub-committee of the House Committee
on Government Reform are both exploring the issue
of electronic government with an eye toward intro-
ducing legislation this congressional session.

Notwithstanding recent efforts, it has up until
now been hard to make needed progress, particu-
larly to develop cross-agency applications.  Cur-
rently, each federal agency has an individual
information technology plan, usually created with-
out regard to the need to develop cross-agency ap-
plications.  Compatibility on a government-wide
scale was not the original aim of government IT use
and has resulted in a cacophony of systems—pro-
prietary, and non-proprietary; and common and
rarely used software and hardware.

While inter-agency IT compatibility issues are
important, so is the incompatibility of systems
within individual agencies.  For example, some em-
ployees at the State Department have to use up to

Impediments to Faster Progress
Toward Digital Government
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BOX A: Success with Digital Government and the Federal Geographic Data Committee3

Anyone who has ever looked for anything on the Internet knows the frustration of trying to whittle down a search
to get to the useful information.  Now imagine searching the Net to find a particular map and its underlying data
with the right scale and features for your application.  Without a common means of describing geographic data, the
search could be long and fruitless. Fortunately, an obscure federal interagency
committee—aided by academics, states, businesses, and local government representatives—developed in 1994 a
common way to describe geographic (sometimes called “spatial”) data like land elevation, population, vegetation,
waterways, political boundaries, soils, and many other features.  This “metadata standard”, recently revised, helps
turn single-use data sets into widely used publicly available assets.  It is an example of how government, working on
the edge of technological development, can add significant value to private and other public sector investments in
information.

Back in 1990, the Office of Management and Budget had the wisdom to establish the Federal Geographic Data
Committee (FGDC) to oversee the coordinated development of common standards for map-making by 16 federal
agencies like the Census Bureau, the U.S. Geological Survey, the Forest Service, the National Defense Mapping
Agency, and the Transportation Department among others. As geographic information system (GIS) software de-
veloped in the early 1990s, FGDC focused its efforts on developing standards and protocols for just about every
kind of data that could be represented on a map.  While extraordinarily tedious to develop, these standards enable
millions of users of geographic data to search and find information on the Internet, use data sets assembled by
others, and make their own work widely accessible to others. A 1994 Clinton Executive Order further broadened
FGDC’s mission and links to state, local, and tribal governments and the private sector under the banner of the
National Spatial Data Infrastructure.

The Federal Geographic Data Committee is a story of how political leadership at the highest levels can transform
an obscure bureaucratic backwater into a leading edge model of digital government.  In 1993, soon after taking the
helm of the Department of the Interior, Secretary Bruce Babbitt decided to become chair of the FGDC.  (The
previous chair had been the Deputy Director of the Geological Survey.)  When he announced this decision at a
senior staff meeting, he was greeted with hoots of laughter.  Few of the political staff thought he was serious about
delving into this most arcane—and boring—government activity.

In fact, Secretary Babbitt knew exactly what he was doing.  He had seen with his own eyes during the negotia-
tions on the Northwest Forest Plan in early 1993 that none of the dozen or so government agencies worked off the
same map. Nor could the maps be made compatible with one another: land ownership boundaries didn’t match,
and measures of scale and elevation were inconsistent, making a difficult policy and political issue even worse.

Secretary Babbitt understood the value of standard setting and coordination among federal agencies and their
partners in state and local government.  These partners, in fact, were often at the front line of tracking land use and
fine-scale geographic features that can be so important in resource management.  Because of the Secretary’s inter-
est in the mission of the FGDC, all the other agencies had to revisit their representation on the Committee.  By the
next meeting, under secretaries and assistant secretaries were attending instead of GS-14 and GS-15 employees.

FGDC now directs a widely used, net-based clearinghouse of 188 spatial data servers, making access to geo-
graphic data possible in ways that text-based search engines could not.  FGDC offers modest seed grants to states
and local agencies to develop their own nodes for the NSDI. In addition, FGDC leads in the development of a
nationally consistent “framework” data set, upon which virtually all map products in the future will be based.
Finally, FGDC continually develops and revises the core data standards for making maps of population density,
forests, soils, waterways, highways, biological resources, pollutant sources, and many other kinds of information
that can be displayed on maps.  With a modest budget of about $3.4 million each year, FGDC more than pays its
freight in adding value to hundreds of millions of public and private dollars invested in data gathering and map
making.

The lessons for digital government from the FGDC are the following: involve cross-agency and intra govern-
mental collaboration, focus on the end user customer, be web enabled, and drive it from the highest levels of
political leadership.
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three computer terminals to accomplish tasks, be-
cause of incompatible applications and systems.4

Concerted top-level leadership in both Congress
and the Administration is necessary to harness con-
temporary technology to bring government into
the 21st century.  Leadership is also needed to fos-
ter inter-agency solutions.  A number of commit-
tees and organizations work to foster government
IT coordination.  The National Partnership for Re-
inventing Government (NPR) has attempted to
develop a number of cross-agency applications, and
the Government Information Technology Services
Board was created in 1993 to help implement NPR’s
recommendations.  Similarly, the Chief Informa-
tion Officer Council, made up of 54 CIOs or deputy
CIOs from federal agencies, meet as an interagency
forum to direct the implementation of federal IT
resources.  The Office of Intergovernmental
Solution’s Intergovernmental Advisory Board and
the General Services Administration have also
worked to develop innovative cross-governmen-
tal technology systems.5

But these interagency groups suffer from sev-
eral distinct limitations.  First, they lack the re-
sources to implement government-wide efforts.
Second, they are largely a meeting of equals, and
lack the authority to impose central direction on
individual agencies.  Moreover, their primary
focus remains on their individual agencies, not on
government-wide reinvention.  Third, without
strong cabinet-level support, CIOs are limited in
what they can get done, especially if it involves
reengineering government.  Fourth, because OMB
itself is organized by stovepipe it has done little to
promote cross-agency, enterprise-wide initiatives.

A final reason why elected and appointed
officials have not done more to promote digital gov-
ernment until recently is because the private sector
has done little to push for it.  Unlike their support
for important issues such as encryption export con-
trol reform, copyright protection, and digital signa-
tures, business has been virtually silent when it comes
to advocating digital government.  Without the
strong support of the technology business commu-
nity, it is easy for policy makers to put this issue on
the back burner, or to treat it simply as a narrow
technical issue affecting government alone.  The tech-
nology business community needs to educate Con-
gress and the Administration as to why moving to a
digital  government is a critical step in the overall
evolution to a fully networked, digital economy.

Lack of Funding and Flexibility

Government is being asked to manage paper and face-
to-face government while at the same time
creating a new digital government, but often without
additional resources to do the job.  While it is true
that digital government saves money, there are short
term costs for technology and project management.
Moreover, agencies are limited by Congress and OMB
in the amount of flexibility they have to reprogram
funds toward digital government initiatives.

When funding is provided, it is usually to
individual agencies.  There is a conspicuous lack of
funding for cross-agency applications and agencies
are not apt to use their limited funds for them.  Yet
to effectively implement many digital government
functions, government must take an enterprise-wide
management perspective (whether it’s delivering
monetary benefits to the public, organizing cross-
agency or individual agency databases, or develop-
ing government portals).  This unwillingness to fund
cross-agency projects is a principal reason why the
development of the International Trade Data Sys-
tem has stalled, as the Customs Service has lobbied
for funds for its own proprietary system (see Box B,
p.6).  Similarly, when the Small Business Adminis-
tration sought to develop a single point of entry
where small businesses who interact with numer-
ous federal agencies could enter their data just once
and have it shared with the various agencies, resis-
tance by individual agencies scuttled the initiative.

An “Agency-centric” Rather Than a
“Customer-centric” Paradigm Prevails

Government services are funded on an agency-by-
agency basis.  Congressional committee jurisdiction
and OMB agency budget allocations sustain this stove-
pipe focus.  Within Congress, committees and sub-
committees focus on individual agencies, as does the
oversight system.  There are few means in Congress
to take an enterprise-wide perspective.

However, the IT revolution provides the oppor-
tunity to reengineer government and to allow gov-
ernment services to be organized in ways that fit
the needs of customers rather than the requirements
of bureaucracies. Yet, because government officials
usually view the world through an agency, or even
bureau perspective, developing the will to create and
implement digital government solutions organized
around customers’ needs has proven difficult.
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As President Clinton stated in his recent memo-
randum on electronic commerce: “There has not
been sufficient effort to provide government in-
formation by category of information and service—
rather than by agency—in a way that meets
people’s needs.”6  For example, many of the re-
quired forms for exporting can be downloaded
from the Internet, printed, and mailed to the re-
spective offices.  While the online forms expedite
the process considerably, it would be much more
efficient if all of the pertinent information from
various agencies were available in one form and
automatically routed to the correct agencies at the
push of the “submit” button.

This is not unique to the United States.  A re-
cent survey of UK citizens on digital government
reported, “There is . . . a strong belief that [govern-
ment] services have traditionally been developed
from the producer rather than the user perspec-
tive and this has induced a feeling of powerless-
ness in dealing with government.”

Just as the Internet threatens to disintermediate
large sectors of our economy (for example, it has
put out of business some brick and mortar retail-
ers, middlemen, stockbrokers, etc.) it also threat-
ens to disintermediate some government

functions.  For instance, some in government have
justified their positions by controlling and doling
out information.  Yet, by providing information
freely on demand, digital government makes these
functions obsolete.  Only top-level leadership can
overcome the resistance of government bureaucrats
to potentially disruptive changes.

Lack of Competitive Pressures Forcing
Change

Commercial e-commerce companies face enormous
pressures to innovate, to be the first to commercial-
ize applications, and to gain market share as
rapidly as possible.  As a result, in the frenetic Internet
economy people talk about technological and com-
mercial evolution in “Web years” (three months time)
because the rules seem to change that often.  In con-
trast, the federal government does not face these pres-
sures, and because of this, has not operated with
anywhere near the same speed and intensity as e-
commerce companies.  As a reflection of this, one
federal official recently stated, in an informal con-
text, that the federal government could afford to go
slow because the Internet marketplace just wasn’t big
enough to justify an aggressive pace.

Box B: ITDS and the Challenge of Overcoming Stove-Pipe Government

In an effort to reinvent the system by which exporters and importers deal with regulations reporting require-
ments, the National Partnership for Reinventing Government proposed the creation of the International Trade
Data System (ITDS).  ITDS was intended to be a partnership of the Customs Service and a number of other
regulatory agencies, including the Food and Drug Administration, the Environmental Protection Agency, and
the Department of Agriculture, to accomplish a variety of trade-oriented tasks without the traditional hin-
drances of agency boundaries.  The proposed system would allow importers and exporters to essentially fill out
one master form that would combine all of the information all of the various agencies may need.  This process
would lead to cheaper, more accurate, and more timely exchange and recording of information, and expedite
the physical movement of trade by reducing the time goods are kept at the border for inspection.

Yet, the ITDS story illustrates just how hard it is to develop true customer-centered government.  From the
beginnings of the process, the Customs Services viewed ITDS with suspicion.  ITDS represents a cultural shift,
one that would require Customs to share power and authority over trade with other agencies, something they
are presently able to avoid.  Because of this, Customs has resisted the development of a true interagency
partnership.  Customs was able to funnel funds toward its own proprietary system, which has meant that the
inter-agency ITDS has been slow to get off the ground.   Most recently, the Customs Service has gained
jurisdiction over ITDS, taking it away from a joint-agency working group housed in Treasury.  It is not clear that
the system will now be implemented, or if it is, implemented as originally intended.

If implemented properly, these multi-agency systems could provide both information and services in a
more streamlined and cohesive manner and make government run more effectively and cheaply.  Yet, without
new institutional means and leadership to support and promote these efforts, they are likely to be stillborn.
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The Progressive Policy Institute offers the fol-
lowing 12 principles for implementing digi-
tal government.

1) Think Customer, Not Government
Agency

Digital government both enables and requires re-
thinking how government is organized from the
perspective of the citizen and the functions gov-
ernment performs to serve the needs of its citizens.
A system based on functionality rather than agency
jurisdiction, will lead to a more intuitive and effi-
cient process of government-customer interaction
where information is collected once and govern-
ment functions are integrated.  To do this, govern-
ment must focus on customer requirements first
and then work backwards to design systems that
best meet those needs.  The strategy should sup-
port the streamlining and integration of
processes across the boundaries between govern-
ment departments and agencies, so that those
boundaries are invisible to the customer.  This also
means streamlining the processes between levels
of government—federal, state, and local—so that
cross-government applications are developed.
Doing this will begin to reinvent the government’s
relationship with the public and will recognize
citizens as real stakeholders. It will also raise
citizen expectations of their government.  Some
nations have begun to use IT to reorient their gov-

ernment this way.  For example, Australia called
its report on digital government: Clients First: The
Challenge For Government Information Technology.

2) Reinvent Government, Don’t Simply
Automate It

If digital government is viewed simply as a tech-
nology solution and is used to merely automate
routine tasks, it will have failed to live up to its po-
tential.  Digital government must be part and par-
cel of government reinvention.  The technologies
need to be used to simplify government processes,
drive internal change, and reorganize government.

For example, the Environmental Protection
Agency is experimenting with allowing compa-
nies to file compliance forms online.  But if the
technology only makes the shift from scores of
paper forms to scores of electronic forms it will
not have taken advantage of the opportunity to
use IT to reengineer government and move to-
ward multi-media regulation (such as focusing on
air, water, and solid waste emissions collectively).

3) Set An Ambitious Goal

In order to transform the federal government to a
digital government, it is necessary to set an ambi-
tious goal to be met in the near future.  For example,
Australia seeks to deliver all appropriate services on
the Internet by 2001.  British Prime Minister Tony

12 Principles for Implementing
Digital Government
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Blair declared in October 1997 that “within five
years, one quarter of dealings with government can
be done by a member of the public electronically—
through their television, telephone, or computer.”
The 1998 Government Paperwork Elimination Act
requires each federal agency to make its forms avail-
able for electronic submission by 2003 (through use
of a digital signature when necessary).

4) Invest Now to Save Tomorrow

Investment in digital government will yield high
returns as more time- and cost-efficient systems

are developed.  However, Congress and the OMB
too often view digital government appropriations
simply as one expenditure competing against oth-
ers.  Moreover, appropriators usually expect im-
mediate staff reductions from digital government,
which are not possible until new systems are
online and debugged, and the user community
has switched.  Expenditures on digital govern-
ment need to be viewed as investments with posi-
tive returns in the near term.

5) Focus on Digital Transactions Between
Citizens and Government

Internet enabled services should be the driver of
digital government reengineering for the next five
years.  The growing popularity and availability of
the Internet provides an unparalleled opportunity
for the government to vastly improve contact
with the American public.  Government should
ensure that all possible government-citizen and
government-business interactions that can be
transacted online are available.

6) Make Government Applications
Interoperable with Commercial Ones

The driving force of information technology is
interoperability—the basic foundation of the
Internet.  In embracing digital government, the
government needs to make its systems
interoperable with commercial ones rather than
force the public to develop two separate systems—
one for government use and one for private use.
Interoperability makes the process of interaction
more efficient, easier, less confusing, and cheaper
for all parties involved.  It also helps to resolve
the chicken and egg problems slowing deploy-
ment of these technologies in the commercial
marketplace.

7) Pass on a Portion of Savings From
Electronic Transactions Back to Citizens

Digital government will save government money
and these savings should be reflected in the
“price” people pay for interacting with govern-
ment. For example, Massachusetts offers a five
dollar rebate on their driver’s licence fee for those
who register online, since it saves the state much

BOX C:  Principles for Implementing
Digital Government

1. Think Customer, Not Government Agency

2. Reinvent Government, Don’t Simply
Automate It

3. Set an Ambitious Goal

4. Invest Now to Save Tomorrow

5. Focus on Digital Transactions Between
Citizens and Government

6. Make Government Applications
Interoperable with Commercial Ones

7. Pass on a Portion of Savings From Electronic
Transactions Back to Citizens

8. Promote Access to Information on the
Internet, Do Not Restrict it

9. Respect the Rights of Americans for
Information Privacy

10.Online Access to Government Should Not
Eclipse Traditional Means

11.Federal Efforts Should Complement, Not
Duplicate Private Sector Efforts

12. Take Action Now, and Learn From Mistakes
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more.  Providing rebates and discounts will en-
courage citizens to choose these lower cost forms
of interaction.  A United Kingdom survey found
that a large proportion of the population is will-
ing to use information technologies in interact-
ing with government irrespective of their current
knowledge or familiarity, provided that it offers
benefits—including cost savings—to them.

Yet, the U.S. Government has not done this.
For example, the U.S. Postal Service (USPS) will
not give discounts to users of “electronic stamps”
or postal meters, even though they cost the Postal
Service less than purchasing stamps at a post of-
fice.7  Similarly, the IRS will not give a rebate for
electronic tax filing.

Some argue that providing discounts will only
benefit the affluent since they are now more likely
to be on the Internet.  Yet by lowering the actual
cost of Internet access, rebates and discounts for
online transactions (both government and com-
mercial) will probably do more to get low-income
Americans online than any other factor.

8) Promote Access to Information on the
Internet, Do Not Restrict It

Moving to digital government will lead to issues
regarding security and privacy.  But if handled
properly, these issues should be no more prob-
lematic than those faced in the current era of
paper government.  Yet, in the face of privacy con-
cerns, elected and Administration officials can
overreact, stymying progress.  For example, a bill
was introduced in the last Congress (HR1330) to
prohibit government from providing information
over the Internet.  Rather than restricting online
access to information, government should pro-
mote it and ensure that adequate security and
privacy measures are in place.

9) Respect the Rights of Americans for
Information Privacy

Some government entities have treated personal
citizen information as belonging to the state, and
have engaged in the practice of selling such in-
formation to the highest bidder, without citizen
permission or knowledge.  Examples have in-
cluded prominent cases involving state driver’s
license lists and databases which have been sold

to third parties.  The Supreme Court has ruled
that such activity is unlawful, rejecting the de-
fense by government that it ought to have the
latitude to continue such practices.

As we make the transition to digital govern-
ment, policies need to be put in place which en-
sure the privacy of the personal information of
individual citizens.  These issues are being ad-
dressed in the private sector through self-gover-
nance initiatives, including detailed “best
practices” certifications by groups as Trust-E and
BBB-OnLine.  Governments should do no less to
ensure that their own practices respect the pri-
vacy of citizens.  In addition, as the federal gov-
ernment becomes more digital, it needs to ensure
that it has top-quality security systems in place
which protect the integrity of information against
hackers and other threats.  Specific policies of this
sort, and funding to support them, are necessary
to help instill public confidence in governments’
intentions in the evolving Information Age.

10) Online Access to Government Should
Not Eclipse Traditional Means

All services that can be provided digitally should
be.  However, at least for the foreseeable future,
federal services should remain accessible through
all forms of communication, including mail,
phone, and in person, for those who cannot or
do not wish to communicate digitally.  For ex-
ample, an individual should still be able to call
the Social Security Administration office to find
out how to apply for benefits, even when the in-
formation and application process is online.

11) Federal Efforts Should Complement,
Not Duplicate Private Sector Efforts

In OMB Circular A-76, nine successive American
presidents, beginning with Dwight Eisenhower,
have set forth a policy regarding the relationship
of government to the performance of “commer-
cial activities.”  That policy is well-summarized
in one sentence:  “A commercial activity is not a
governmental function.”

As the federal government ventures into digi-
tal government it needs to remember the A-76
guidelines.  In some instances, government agen-
cies have recently pursued strategies where good
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electronic government ideas have evolved into
electronic commerce initiatives, where the govern-
ment took on a role of providing commercial prod-
ucts or services to consumers in competition with
the private sector.  Whether the subject is the USPS
and electronic bill presentment and payment, or a
state agency with electronic tax preparation ser-
vices, or a federal department wanting to commer-
cially sell its electronic payroll services, these forays
cross the line into electronic commerce.

For example, it is one thing for government
to provide tax forms in electronic format (as they
already do in paper format), it is quite another to
provide tax preparation software that mimics the
functions of tax preparers.  Similarly, it is one
thing for the USPS to use information technolo-
gies to support its mission of delivering physical
mail.  It is quite another to become an Internet
Service Provider.  For example, the USPS has an-
nounced an interest in entering the market for
electronic bill presentment and payment services.
Yet, it is not appropriate for the USPS to unilater-
ally expand its charter beyond the delivery of
physical mail and packages and to compete with
private sector companies already providing such
services as e-mail, electronic carrier services, elec-
tronic certificate authorization, or electronic bill
presentment and payment.

The justification government agencies often
make for such efforts is that they are simply act-
ing more like private corporations, and after all,
isn’t this the goal of government reinvention?
Yet, when reinventing government advocates ar-
gue that government should operate more like a
business, they mean that it should become effi-

cient, faster, and more customer-oriented in its
delivery of services—not that it should effectively
go into business and use public funds to competi-
tively provide commercial goods and services in
private markets.

As a result, digital government efforts should
be focused on those innovations and initiatives
which are necessary to fundamentally improve
service to the citizen in inherently governmental
functions, and to provide significantly better ac-
cess to public information resources.  Public funds,
whether appropriated by Congress or generated
through systems such as the Postal Rate Base,
should not be used as venture capital to launch
governmental agencies into competition with the
private sector.  There are too many necessary func-
tions of government which are either going un-
fulfilled, or are being poorly performed in
outmoded ways, to be able to justify in an era of
limited budgets spending taxpayer dollars on ac-
tivities which fundamentally change the role of
government in our economy.

12) Take Action Now, and Learn From
Mistakes

The IT revolution is changing so rapidly that wait-
ing until the “perfect” comprehensive system can
be developed will mean that any solution will be
out of date by the time it is implemented.  Gov-
ernment needs to move forward with smaller
projects that, if successful, can be scaled up.  More-
over, failure should be seen as an opportunity to
learn what does not work, and not necessarily
something to be penalized.
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To accelerate the pace of transformation we
recommend that the Congress and the Ad-
ministration do four major things to foster

digital government:

1. Establish the Position of a Chief
Information Officer for the Federal
Government

2. Establish a $500 Million Annual Digital
Federal Government Fund to Invest in
Cross-Agency Digital Government Projects

3. Give Agencies the Flexibility in the Use of
Funds for Digital Government and Let
Them Keep the Savings Generated by It

4. Expand Funding for Agencies to Develop
Digital Government Applications

Establish the Position of a Chief
Information Officer for the Federal
Government

Currently, 54 federal agencies have CIOs, but the
federal government as a whole does not.  Current
coordination efforts are just that, meetings among
equals without the budget or authority to imple-
ment government-wide digital government solu-
tions.  A federal CIO would report directly to the
President and direct the process of developing a
concerted digital government conversion plan.  He

or she would have a budget independent of indi-
vidual agencies to help drive the next generation
of digital government, much of it involving cross-
agency applications.  The CIO would head inter-
agency and cross functional IT councils.  The office
would also take the lead in shaping the
Administration’s policy regarding the Internet,
oversee issues of computer and network security
for the government, and work with state and local
governments to promote digital government.  Just
as the Y2K “tsar” was able to assert strong leader-
ship in dealing with a potential Y2K crisis in gov-
ernment, a federal CIO and a comprehensive plan
will foster digital government in a faster, more ef-
fective, and more comprehensive manner.

A number of states and nations have moved
in this direction, appointing technology directors.
For example, British Prime Minister Tony Blair has
appointed an e-minister to coordinate the vari-
ous departments involved in developing digital
government as well as carry out e-commerce ini-
tiatives to improve service to the citizens.

Establish a $500 Million Annual Digital
Federal Government Fund to Invest in
Cross-Agency Digital Government
Projects

Agencies generally have not funded interagency
digital government projects. Similarly, appropria-
tions by both Congress and OMB is organized by

Policy Recommendations
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Box D: Ten Digital Government Applications

There are literally hundreds, if not thousands, of applications that could be developed to allow
businesses, citizens, and other governments to interact with the federal government digitally.  Here
are 10 examples of things that could be done today.

1. Businesses and individuals could file tax returns directly with the IRS at no cost.

2. Exporters could fill out just one electronic form that is automatically routed to all government
agencies involved in export issues.

3. Individuals could bid on government surplus items online.

4. Companies could file environmental compliance forms online.

5. Individuals could apply for Social Security benefits online.

6. Businesses could query a computerized “expert system” to find out what regulatory requirements
their particular facility faces.

7. Individuals could store and access their medical information on a “smart card.”

8. Individuals could search for federal employees through a centralized and integrated online database.

9. Government officials could purchase goods using electronic catalogs.

10.Companies could access and bid for government procurements on the Internet.

department, not function, so finding allocations
for cross-agency projects is difficult.  Only a small
amount of funds for agency pilot projects has been
allocated.  But while pilot projects can get pro-
grams launched, they are not able to sustain them
or develop them on the scale needed.8  Providing
a pool of funds specifically targeted at implement-
ing significant cross-agency projects would not
only provide the resources to implement such
projects, it would provide the organizational di-
rection to get them done.  However, to ensure
agency buy-in, agencies should be required match
these funds.  And Congress should allocate funds
to agencies specifically targeted to joint projects.

Give Agencies Flexibility in the Use of
Funds for Digital Government and Let
Them Keep the Savings Generated by It

Digital government will save money, but where will
the government get the money to implement this

innovation?  There is a model from the private sec-
tor.  A number of computer/IT service firms, led by
IBM and EDS, contract for these services with com-
panies and, in effect, guarantee productivity gains
to the firm.  In return, companies are compensated
out of a portion of the client firm’s productivity gain.

Current law allows federal agencies to contract
for energy efficiency technologies that will lower
energy costs, with the contractor being paid out
of the agency’s energy cost savings.  In this way,
the agency doesn’t have to invest up-front appro-
priated monies in efficiency saving technologies.
Rather, it can pay for them over time with a part
of the cost savings.  The Clinger-Cohen Act of
1996 similarly allow federal agency pilot experi-
ments with such “shared savings” contracting in
the information technology area.

The information technology provision hasn’t
been used yet, probably because there is no “up
side” for the agency—it has to return any savings
to the Treasury, and can’t use savings to enhance
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Expand Funding for Agencies to Develop
Digital Government Applications

Federal funding for information technology has
grown every year since 1996, but the rate of
growth has slowed, while the amount going to
new applications has declined.  In FY96, federal
funding for information technology grew almost
8 percent, while in FY2000, it grew less than 2
percent, increasing slightly more than 4 percent
in the President’s 2001 budget.10  Moreover, this
growth has not kept pace with growth in private
sector information technology expenditures
which have averaged over 8 percent growth per
year through 1999.11  In addition, much of the
increase in funding for IT has gone to maintain-
ing existing systems (increasing 24 percent be-
tween FY99 and FY01), while funding for
modernizing and developing new systems has
actually decreased 2 percent.12

its mission responsibility.  But if that provision
were fixed, and if  broader demonstrations were
permitted (rather than just the two pilots the law
currently allows), this might be a significant way
to expand digital government.9  In particular, agen-
cies should be allowed to earmark the savings from
digital government to their own innovation funds
to finance further digital government initiatives.

In addition, governmental agencies should be
given increased flexibility regarding digital gov-
ernment-related procurement.  The Administra-
tion should identify pilot digital government
projects that meet certain requirements, and de-
velop new acquisition and procurement methods
for them that are faster and more flexible.  For
example, in 1999 Congress gave the Central In-
telligence Agency the authority and funding to
create a $28 million “venture capital fund” to help
generate and procure advanced information tech-
nologies to help the agency carry out it mission.
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There are at least three distinct aspects of
digital government: information dissemi-
nation, interactive service delivery, online

monetary transactions.  This section details what
the government is doing in each of these areas
and suggests what government policy makers and
managers should be doing.

Information Dissemination

What the Government is Doing

Government has begun to embrace the Internet,
but most applications still focus on information
dissemination from the government to the user.
The information dissemination capabilities of the
Internet and the low cost of maintaining and
updating web sites has helped substitute for a
shrinking government budget.  Every federal
agency from the statistics-rich Department of
Commerce to the secretive National Reconnais-
sance Office maintains news updates, background
information, and other data accessible through
the Internet.

However, the lack of coordinated IT policy has
resulted in disparities and duplication in the trans-

fer of online information between agencies.
While some agencies stand out as innovative ser-
vice providers, most do not utilize the Internet
to its full capability—often viewing the Internet
as a tool simply for information dissemination, and
not a means of carrying out complex transactions.
Moreover, agencies vary significantly in how
online information is organized and the web site
designed, making finding information confusing.
While most agency web sites maintain individual
search engines, they are of varying capability and
efficiency, some allowing advanced searches while
others have few customizing capabilities.

Most government web sites are designed with
an agency-centric focus, not a customer-centric
focus.  For example, the typical agency web site
home page features a picture of the department
secretary, and lists press releases and other recent
news about the department.  This is equivalent to
the Amazon.com home page featuring a picture of
its CEO Jeff Bezos, along with press releases on how
well Amazon’s stock is doing, instead of immedi-
ately seeing how to buy books, CDs, etc.

Information is often quite difficult to find un-
less one is lucky enough to know what agency or
bureau to look at.13  In response, the federal gov-

What Government Is Doing Now,
What Government Should Be Doing
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ernment has developed some “portal” sites that
aggregate a variety of information.  Sites such as
business.gov do a reasonable job of organizing gov-
ernment-related information that businesses may
need.  However, while they provide numerous re-
sources from obscure technical information to
general knowledge information, most federal por-
tals (e.g., webgov.net; fedworld.gov) are confusing,
difficult to use, and do not comprehensively and
accurately search all online government docu-
ments.  More importantly, most are simply col-
lections of many disparate web sites, as opposed
to means to truly organize federal information in
logical and accessible ways. In this sense, these
sites are currently pointers to agency-centric or-
ganizations and their services, not real vertical
and horizontal portals organized according to
how customers view and seek government services
and capabilities.

Moreover, because individual agencies and pro-
grams develop their own web sites, there is dupli-
cation of efforts.  For example, both Access
America’s student web site (students.gov) and the
Department of Education’s Easy Access for Stu-
dents and Institutions (EASI) web site14 focus on
students, but the EASI web site does not to link
to the Access America site and its online student
loan application function.  The proliferation of
agency and program-specific web sites is a reflec-
tion of the stovepipe nature of the federal gov-
ernment and the inability to organize information
and services around the customer.  As the federal
CIO Council states, IT has been “used in pockets
of isolation to accomplish separate and distinct
tasks.”15

Several agencies are beginning to combine re-
sources to better carry out tasks, record transac-
tions, and benefit the consumer.  As stated earlier,
Vice President Gore’s National Partnership for Re-
inventing Government (NPR) has been at the cen-
ter of the efforts to reform government and
traditional agency practices.  Specifically, NPR’s
Access America program has worked to coordinate
government-wide resources into a more user-
friendly structure, namely in the form of gateways
(web sites pertaining to a particular topic) focused
on seniors and students.  The resources are pri-
marily links to online information such as Social
Security benefits, educational resources regarding
scholarships, and federal loans.  But there are few

innovative services available on either gateway
and a number of links seem to be quite dated.

What Government Should be Doing

• Develop an enterprise-wide information ar-
chitecture:  In an attempt to make web sites
more easily accessible, the Australian and Is-
raeli governments have developed design and
content standards for their web sites.16  Simple
baseline standards on design, file architecture,
and information display for federal web sites
will make it easier for users to navigate sites
and retrieve information.  This should be part
of a broader effort to develop a shared infor-
mation architecture for the federal government
that addresses issues of data sharing, telecom-
munications usage, and standards for web de-
sign.

• Implement a standardized information tag-
ging system.  Most indexed information cata-
loged by an Internet search engine is retrieved
using search programs (called spiders or robots)
which explore the World Wide Web by tun-
neling through web pages and categorizing the
information contained therein.  The degree
and depth to which the robots search differs
from engine to engine.  The process is time
consuming (considering the billion-plus web
pages) and results in an index of web sites
which are often not accurately organized ac-
cording to relevance.  Increasingly, web devel-
opers have begun adding metatags, or short
descriptions of the web page content, for use
by search engines in cataloging web pages.
However, there is currently no standard for
Internet metatagging.

The most effective solution for categoriz-
ing information on government web pages
would be to develop a database-driven system,
where all information is automatically listed
in databases as it is placed online.  Implement-
ing this type of system would allow more ac-
curate and efficient searches. Extensible
Markup Language (XML), a newly approved
Internet standard for developing highly inter-
active and flexible web pages, will allow a more
accurate and efficient categorization for im-
proved indexing and searching.
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However, while XML is a viable solution
to information organization, it will take time
to implement and does not solve the current
problems associated with indexing.  In the in-
terim, a metatagging standard should be de-
veloped that will more accurately index
immediately forthcoming and currently avail-
able web pages.  The standard should be ap-
plied to all government web sites to improve
government-wide search agents, and should
be available to commercial search engines to
better enhance their search capabilities.17

The federal government should consult
with several organizations currently working
on metatagging initiatives and either support
one standard or develop one for government
use.  Combining metatagging with the capa-
bilities of XML will allow expert systems, in-
telligent agents, and next generation search
engines to use semantics and concept associa-
tion to search and index information.18  For
example, this type of technology could be used
by the Department of Health and Human Ser-
vices and others to establish health informa-
tion networks; where people could get state of
the art health information online despite not
knowing complex medical terminology and
jargon (see Box E, p.18).

• Create an entryway/portal to government
services.  Web sites need to be categorized by
the function of the service rather than the
agency (or most likely, agencies) administer-
ing them.  A well designed portal to all online
federal information will make citizen-govern-
ment interaction more efficient and effective.
But a portal needs to be more than simply a
mega-link to government web sites.  Rather, it
needs to completely bypass agency stovepipe
organization and be organized by information
and type of interaction.

Australia19 has organized a central web site
by bringing together eight different govern-
ment programs into one web site interface
for the citizen, called CentreLink.  The Is-
raeli government completed a similar process
and created a portal to Israeli government
services.

• Expand the amount of information acces-

sible on searchable databases.  The federal
government has an enormous amount of in-
formation in databases, but most are not
searchable online.  For example, citizens
should be able to search Bureau of Land Man-
agement land records to identify land parcels.
In fact, there are a host of potential database
functions that could be developed.

• Use “information on request” to provide
people with government information.  This
notification technology automatically sends
information to individuals based on criteria
that they have submitted which is unique to
their interests.  For example, companies should
be able to answer a questionnaire and auto-
matically receive an e-mail informing them of
each federal procurement solicitation that
matches the criteria they entered.  Similarly,
this technology could inform businesses of
new regulations that might affect their particu-
lar facility or company.

• Develop “expert systems” to access infor-
mation.  Expert systems are software pro-
grams that let individuals enter information
and receive back expert advice based on the
data programed into the software.  For ex-
ample, the Occupational Safety and Health
Administration has developed a series of
online “adviser” expert systems to help busi-
ness people to identify safety problems in the
work place—from cadmium to mercury to as-
bestos—and determine an appropriate course
of action.20

• Make the Web the first place to put infor-
mation, not the last.  Too many federal web
sites are “stale,” only slowing adding new in-
formation and in many cases containing in-
formation that is months and often years out
of date.  For example, one agency site de-
scribes its efforts to use Electronic Data In-
terchange (EDI) protocols to allow companies
to file regulatory information, even though
the information is years old and the agency
is now planning on using Internet-based sys-
tems.  Agencies need to post information on
the web even before they publish it in other
forms.
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• Measure customer satisfaction.  Just as its
possible to get data on the number of times
private web sites have been visited, it would
help assess the usefulness of federal web sites
by tracking and reporting this information.
Usage metrics should be built into the site
maintenance process.  In addition, all web sites

should have standardized ranking forms built
into them where citizens can rank a web site
(1 to 5, with 1 being extremely useful, and 5
being not useful) on how useful it is to them
and to what degree it met their needs.  These
will help government customize its efforts to
meet citizen needs.

BOX E: Creating Health Information Networks21

As purchaser of about half of the nation’s health care (through Medicare, Medicaid, the VA
etc.), the government is in a unique position to catalyze greater adoption of information technol-
ogy  throughout the health care system. Indeed, in the Information Age, affecting the change
outside your organization is as important as the change inside it. And nowhere is this more appar-
ent than the health care system.

Consider how many times patients must fill out medical histories. Each doctor and hospital has
their own form and no system for checking the accuracy of the records. Yet such information can
literally be a life and death matter for patients. As one business leader put it, an ATM knows more
about your finances than the average doctor knows about your medical history.

The Department of Veterans’ Affairs has taken the lead in catalyzing adoption of information
technology for health records. The leaders of the VA have come to realize that any information
system that works only in their own system won’t do them any good. Even VA patients do not stay
in the VA system, so if doctors are to track their patients, they need a system that everyone can use.

The VA’s goal is much like the DOD’s in building the Internet. The DOD needed a communica-
tion system that couldn’t be shut down by the enemy because it was widely used yet controlled by
no one. The VA realizes that any system for exchanging health information must be similarly diffuse
in order to operate between the highly fragmented elements of health care, and cannot be con-
trolled by any one element of the health care system, which few people would trust.

As VA health care consultant Tom Munnecke puts it, everyone should be able to have a personal
health space that allows for the secure, private, and confidential exchange of health information
from their medical history to the payment for health services.  It might take the form of a personal
web site where consumers could keep and control access to their health records, communicate
confidentially with their doctor or other patients with similar health problems, and shop for health
care services that are best matched to their needs and preferences.

The key to creating a personal health space is an organization that reflects the diversity of the
health care system and yet comes together around a common purpose of giving people control of
their health and health care. Along with the VA, other federal agencies and private sector organiza-
tions like the American Hospital Association have launched the “Vvaleo” project. Vvaleo is from a
Latin word, “to be in good health.” While it is still in the very early stages, this organization or
another like it is needed to address the systemic problems in health care that otherwise slip through
the cracks because no one is directly responsible for them.

The government must also assure that personal health information is not abused. Incredibly,
there are no national laws or even national standards on health information privacy and confiden-
tial use. While a national regulatory process is underway as part of the Health Insurance Portability
and Protection Act, it covers only electronically stored information and not written records, which
could potentially create an unlevel playing field and effectively discourage using information tech-
nology to replace written records.
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Interactive Service Delivery

It is one thing to simply provide information on
a web site, it is another to allow businesses or
citizens to engage in transactions with the gov-
ernment.  Creating an agency web site is rela-
tively easy.  But government must do more than
this, it must enable citizens to interact and trans-
act business with government.  But this is harder,
both technically and organizationally.  It is not
good enough to simply build a fancy web site
with online forms for people to fill out and sub-
mit if the forms are printed out (on the govern-
ment end) and go into the same old bureaucratic
system.  The government must reinvent itself the
same way companies have had to reinvent them-
selves in the private sector: use the technology
to replace bureaucracy with more efficient sys-
tems and more flexible human organizational
structures. Online transactions are the next ma-
jor challenge to implementing digital govern-
ment.

What the Government is Doing

The online form has become one of the preemi-
nent Internet-age tools for web-based commu-
nication; a fundamental step toward improving
online services.  Using an online form, a person
can submit information which is deposited di-
rectly into a database, saving both the person
and the organization time and money.  The range
of applications and the cost savings and quality
improvement (reduced errors) are immense.

Many agencies allow individuals to obtain
forms online, print them, and then mail the pa-
per copies, where the information is then either
entered by hand or scanned into a computer.22

A few agencies are beginning to allow citizens
and businesses to file forms online.  For example,
the Postal Service allows residents to file change-
of-address forms online, while 18 year-old Ameri-
can males can register with the Selective Service
online to immediately obtain a Selective Service
number.  The Social Security Administration also
maintains an online benefits calculation service
(however, the information is mailed to the ap-
plicant).  The National Park Service allows people
to make registrations online.  In addition, some
federal agencies, such as the Securities and Ex-

change Commission, the Federal Communica-
tions Commission, and the Federal Energy Regu-
latory Commission allow companies to submit
regulatory filings online.

What Government Should be Doing

• Expand and standardize the number of ap-
plications for online forms.  All government
forms should be publicly available and search-
able on a central federal web site.  The 1998
Government Paperwork Elimination Act re-
quires each federal agency by 2003 to make its
forms available for electronic submission
(through the use of a digital signature when
necessary).  President Clinton recently issued
an executive memorandum to all executive
departments and agencies calling for the avail-
ability of online forms needed for the top 500
government services by December 2000.23

There are a host of potential applications in-
cluding: applying for Social Security benefits,
veterans benefits, passports, and federal jobs;
allowing businesses to pay Social Security and
other regularly recurring taxes; allowing people
to respond to government surveys (e.g. Cen-
sus); and letting attorneys file federal court
documents electronically.

• Whenever possible, use Web-based technol-
ogy.  In the private sector, e-commerce appli-
cations are evolving toward the web, and away
from proprietary electronic data interchange
(EDI) protocols managed by fee-based vendors.
Yet some federal applications have been slow
to move toward web-based applications, even
though they do not require costly subscrip-
tions to EDI Value Added Networks and are
more accessible to small businesses and indi-
viduals.  Forms packages should also have open
standards so that they all tie into back-end
legacy systems.

• Online forms should use shared informa-
tion about the submitter.  One of the frus-
trations many individuals experience with
e-commerce is the requirement to fill in per-
sonal information every time they order
something online.  E-commerce vendors are
working on solutions that would allow indi-
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viduals to only enter personal information
once, saving them time and effort.  Directory
technology such as Lightweight Directory Ac-
cess Protocol (LDAP) is used to maintain one
information resource that is queried by mul-
tiple systems.  This system should be used in
conjunction with XML or other advanced and
flexible Internet-related formats.  The federal
government needs to adopt the same system
so individuals can streamline their interac-
tions with government.

• Integrate forms.  Putting forms online is one
thing, streamlining and consolidating informa-
tion collection is another.  For example, EPA
has been slow to shift to one-stop reporting
whereby companies fill out one form, ideally
for both state or federal compliance reporting.
The proposed International Trade Data System
is an example of this (see Box B, p.6).

• Focus on intergovernmental solutions.
Many online applications require citizens and
businesses to deal with multiple levels of gov-
ernment.  For example, companies must file
local, state, and federal environmental regu-
latory compliance forms.  Digital government
efforts need to be integrated at all levels of
government to streamline these processes.

Online Monetary Transactions

Monetary transactions increasingly rely on elec-
tronic funds transactions (EFT).  This process sig-
nificantly reduces transaction costs and improves
the timeliness of interaction.  The federal gov-
ernment is the largest issuer of checks and is the
largest procurer of goods and services in the world.
Virtually all of these activities could be done elec-
tronically, replacing paper.

What the Government is Doing

Government has begun to embrace online mon-
etary transactions.  For example, the IRS encour-
ages online filing of tax returns for both citizens
and businesses.  Online filing reduces instances
of data error from an average of 21 percent (in
paper) to less than 1 percent, and significantly
reduces the transaction costs of processing returns
and checks.24  In 1998, 24.6 million Americans—

an increase of 28 percent from the year before—
filed their tax returns electronically.25  However,
due to a lack of digital signature protocol, the user
is required, via mail, to return a signed confirma-
tion sheet to the IRS.  The IRS also uses direct
deposit of refunds, saving substantial costs.  The
costs of issuing a paper check are $2-$3.50 per
check, compared to roughly $0.15-$0.55 with di-
rect deposit and EFT.26  Despite the convenience
and cost savings of e-filing, it was not until Janu-
ary 2000 that the first business tax return was
submitted online; and even then, only one com-
pany has been authorized to process electronic
tax returns for businesses.27

Today, a large share of federal payments (ex-
cept tax returns) are carried out through EFT, as
required by the 1996 Debt Collection Improve-
ment Act.28  In FY99, 68 percent of government
payments, including benefit payments, were
transacted through EFT; additionally, 96 percent
of salary and allotment payments were carried out
using EFT.29  Savings after full conversion to EFT
could reach roughly $100 million per year.30

The government is also embracing electronic
benefits transfer (EBT) to convey medical, food,
and other government-to-citizen benefits.  In-
creasingly, electronic benefits are placed on debit
cards or smart cards.  Like EFT, EBT replaces the
need for checks and allows people receiving gov-
ernment support to have it automatically trans-
ferred to debit cards.  This is especially useful for
the 20 percent of benefit recipients who do not
have bank accounts.  Today, 39 states—29 of
which are state-wide programs—use EBT systems
with benefits going to 4.25 million families ($1.35
billion per month in food stamp benefits alone).31

The National Partnership for Reinventing Gov-
ernment has proposed putting all (federal and
state) benefit-related information on one card, to
reduce confusion and cost, and increase conve-
nience.32  One of the most innovative pilot pro-
grams, which incorporates state, local, and federal
government benefits, has been the Health Pass-
port, a project developed by the Western Gover-
nors’ Association.  This program places all medical
benefit information on one smart card and can
be used to redeem a variety of benefits—from
medical care, to pharmaceutical products, to food
benefits.33

As the world’s largest purchaser, the U.S. Gov-
ernment spends large sums on  procurement.
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E-commerce cuts the costs of procurement and
acquisition for government and for vendors.  The
majority of government agencies have unique
procurement and electronic catalog systems, uti-
lizing non-web based proprietary accounting and
data basing software.  Department of Defense is
perhaps farthest along, having established a goal
of an entirely paperless contracting system for
major weapons systems by January 2000.34  The
Federal Electronic Commerce Program Office and
the Interagency Acquisition Internet Council are
working with CommerceNet,35 an electronic com-
merce industry membership organization, to de-
velop interoperable electronic catalogs which
allow agencies to post notifications of their needs
online for public bidding by contractors.  The
catalogs would also allow companies to list goods
and prices for government purchasers.  Currently,
vendors can go to the electronic posting system
(eps.gov) where agencies post their procurement
requirements for purchases above $25,000.  The
General Services Administration (GSA) hopes to
have this system in place on a government-wide
basis by early 2001.  Similarly, fedcommons.gov is
a gateway to a large share of government grants
that are awarded.

The government is also beginning to experi-
ment with allowing individuals to purchase items
from the federal government online.  For example,
in its first month online, the U.S. Mint averaged
sales of $2 million per day of numismatic sets and
coins.  Savings bonds can be purchased online.
Individuals can also buy stamps, postal products,
and savings bonds online.

The government is also beginning to use smart
cards to fulfill an increasing number of functions
including EBT and procurement.  Integrated cir-
cuit chip cards, or smart cards, enable the cen-
tralization of information, tools,  and
identification on one small plastic card.  The cards
are being used by the private sector, and increas-
ingly by the government in pilot programs, as a
means of organizing several card-based tools onto
a single card.

The Department of Defense (DOD), especially
the Navy, has begun to implement smart card
technology for American servicemen.  Smart cards
make obsolete the multiple forms and papers ser-
vicemen are required to keep.  The Navy uses
smart cards for identification, ATM-at-sea cash re-

trieval systems, medical and dental records, re-
trieval of classified documents, and accountabil-
ity tracing of government tools and clothes by
Navy personnel.  Proposed improvements will
include tracking mess line attendance, debit card
capability with the ship’s store, and recording mail
room pick-ups.36

The private sector has been anxious to work
with government on the development of smart
cards.  Citibank, IBM, Visa, 3G International, GTE,
the Sandia National Labs, and the Federal Tech-
nology Service have created a 500-card pilot
project for Federal Technology Service employees
in Virginia.  The 16KB card includes the basic utili-
ties of smart cards: ID, building access, procure-
ment ability, calling card, access to LAN and
applications, as well as direct access to airplane
boarding.37

What Government Should be Doing

• Use EFT in all monetary transactions.  Elec-
tronic fund transfer will save government, citi-
zens, and businesses both time and money.
This process also automatically creates an ac-
curate record of transactions.

• Implement the use of electronic checks.
Electronic checks involve not just the transfer
of funds but also the transfer of an electronic
record to the recipient.  The Treasury Depart-
ment is in the initial stages of a trial program
using this technology; this should be expanded
government-wide.38

• Develop government-wide electronic pro-
curement systems.  A standardized electronic
procurement system would reduce costs and
increase competition and convenience.  The
process would include bidding by companies
for government contracts, as well as search en-
gines and virtual assistants which will help
government employees find desired goods at
the lowest possible prices.  The “Channel Con-
vergence in a Delivery to the Citizen Model
Pilot” with the Social Security Administration
is focusing on this area.

• Issue government benefits through EBT.  Au-
tomatic allocation of benefits will reduce pa-
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perwork, cut costs, and allow government to
keep better track of benefit use for data and
studies.  States that have not yet implemented
EBT programs should work with both the fed-
eral government and the private sector to de-
velop systems.

• Expand the number of items citizens can
purchase online.  To the extent that federal
agencies sell items, citizens should be able to
purchase them online.  CommerceNet is work-
ing with the federal government to allow citi-
zens to find online government surplus items.
In addition, the government should develop
an online auction for disposing of surplus gov-
ernment property.  Other applications should
be developed.

• Make it easier for citizens and businesses to
directly file their taxes online.  Simply con-
tinuing the current system of regulating the
certification of data transmitters who batch
income tax returns and submit them by pro-
prietary tax agency electronic protocols is not
adequate.  Governments should instead invest
in the ‘back room’ infrastructure necessary to
permit direct electronic transmission to the
government of completed tax returns by indi-
vidual citizens using their private sector soft-
ware.  The creation of such electronic portals
will also facilitate direct electronic communi-
cation between citizens and tax agencies, al-
lowing citizens to access general government
information, information on tax return status,
and individual income tax “accounts.”  Digi-
tal government in the income tax environment

cannot move forward in robust ways until the
government invests in modernizing the infra-
structure underlying the entire tax system.

• Expand federal smart card applications.
Currently, smart cards are in use in pilot pro-
grams.  Pending successful outcomes, these
card applications should be expanded.  For ex-
ample, the Veterans Administration could is-
sue smart cards to veterans to obtain
prescriptions. In addition, the smart card can
also house the veteran’s medical history and
other information.  In fact, there is no reason
why this could not be extended to all Ameri-
cans who could have their medical history on
one card.  The  government should explore
how to extend benefits and services to all
Americans through the use of smart cards.

• Ensure that government smart cards are
interoperable with private sector applica-
tions.  At minimum, government smart cards
need to be interoperable with other cards in
government.  Ensuring that government smart
cards can be used in non-governmental appli-
cations will help jump start the introduction
of smart card technology and smart card read-
ers throughout society, making it a more use-
ful tool for government use.

• Attach digital signature functions.  Attach-
ing digital signature (i.e. online authen-
tification)  abilities to smart cards (along with
a password) would allowing verification for
forms and transactions and would help jump
start the use of digital signatures.39
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Conclusion

The U.S. economy is going digital.  This in
formation technology revolution provides
the opportunity for the federal government

to transform itself and the way it provides ser-
vices to citizens.  Doing so would not only cut
the cost and improve the quality of government,

it would improve the trust citizens have in their
government.  Yet, real progress in a timely man-
ner depends upon digital government rapidly be-
coming a priority of Congress and the
Administration, both in terms of funding and
leadership.
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