HOLLI NGS STATEMENT — OCTOBER 1, 2002
GOVERNMENT' S ROLE I N PROMOTI NG THE TELECOM | NDUSTRY AND
BROADBAND
TODAY WE EXAM NE THE DEPRESSI ON | N THE TELECOMMUNI CATI ONS

| NDUSTRY AND BEGI N TO CONSI DER POLI CY TO HELP REVI VE THE
SECTOR. WHAT PERPLEXES ME |'S THAT THI S | NDUSTRY WAS DESTI NED
TO ENSURE AMERI CA'S ECONOM C SUPERI ORI TY I N THE 21ST CENTURY.
| NSTEAD, THE TELECOM DEPRESS|I ON DRAGGED OUR ECONOMY | NTO
RECESSI ON, AND NOW THREATENS OUR GLOBAL COMPETI Tl VENESS AS
CRI TI CAL EQUI PMENT MAKERS LI KE CORNI NG AND LUCENT ARE STARI NG
BANKRUPTCY | N THE FACE.

OUR TELECOMMUNI CATI ONS | NDUSTRY HAS ALWAYS BEEN
UNMATCHED IN | TS PREEM NENCE. I N 1996, WE SOUGHT TO EXTEND
THAT SUPREMACY W TH THE TELECOMMUNI CATI ONS ACT. Sl X YEARS
LATER, MOST OF THE DAZZLI NG PROM SES THAT LED US TO PASS THAT
LEG SLATI ON REMAI N UNFULFI LLED.

ONLY NOW ARE SOVE PROM SES COM NG TRUE. THE BELLS ARE
SUDDENLY MAKI NG PROGRESS OPENI NG THEI R LOCAL MARKETS. DUANE
ACKERVAN AND MY BELL SOUTH ARE CLOSEST TO COWVPLETI ON AND
SHOULD BE COMMVENDED. CABLE IS FINALLY OFFERI NG VO CE
COWPETI TION I N MORE MARKETS. THERE IS REAL COWPETI TION I N THE
BUSI NESS MARKET. M LLI ONS OF RESI DENTI AL CUSTOVERS HAVE A
CHO CE FOR LOCAL PHONE SERVI CE. RATES ARE LOWER THAN EVER I N
THE LONG DI STANCE AND W RELESS SECTORS. BROADBAND | S
AVAI LABLE TO 80% OF AMERI CANS.



BUT, JUST AS CUSTOVERS ARE ENJOYI NG THE FRU TS OF
COWPETI TI ON, TI MES HAVE NEVER BEEN WORSE FOR OUR COVPANI ES,
THEI R SHAREHOLDERS, AND THEI R EMPLOYEES, OVER HALF A M LLI ON
OF WHOM HAVE LOST THEI R JOBS. BANKRUPTCI ES, ACCOUNTI NG
SCANDALS, ABSURD OVERCAPACI TY, AND DOZENS OF BAD BUSI NESS
PLANS HAVE DESTROYED CONFI DENCE I N THE | NDUSTRY. THI S IS NOT
HOW I T WAS SUPPOSED TO BE. AND WHI LE THERE IS A LOT OF FI NGER
PO NTI NG GO NG ON AMONG THE COMPANI ES AND HERE | N CONGRESS, WE
NEED TO MOVE BEYOND THAT.

WE NEED TO MOVE BEYOND THE | NTRAMURALS UP HERE OVER
TAUZI N- DI NGELL, AND "PARITY." | F THE MARKET DEMONSTRATES
ANYTHING, IT IS THAT COWETI TI ON, NOT DEREGULATI ON DRI VES THE
BELLS TO I NVEST I N THEI R NETWORKS AND COWPLY W TH SECTI ON 271
TO OPEN THEI R MARKETS. THAT IS THE RECORD I N THE BUSI NESS
MARKET, WHERE THE BELLS RESPONDED W TH CHEAPER, NEW OFFERI NGS
TO COVMBAT THE CLECS. AND IT IS TRUE | N THE RESI DENTI AL
MARKET, WVHERE UNE-P LI NES LOST TO COMPETI TORS ARE FORCI NG THE
BELLS TO HURRY UP AND COWPLY W TH THE ACT WHERE THEY HAVE YET
TO DO SO.

DEREGULATI ON W LL NOT RESCUE THI S SECTOR FROM DEPRESSI ON.
WHAT Al LS TELECOM GOES FAR BEYOND THE REGULATI ONS GOVERNI NG
THE BELL COVMPANI ES. ANY POLI CY SOLUTI ON MUST RECOGNI ZE THAT.
| FEAR MY FRI END CHAI RMAN POVELL HAS YET TO REACH THI S
REALI ZATI ON.



ABRAHAM LI NCOLN ONCE SAI D THAT "THE DOGVAS OF THE QUI ET
PAST ARE | NADEQUATE TO THE STORMY PRESENT. THE OCCASION | S
PILED HHGH WTH DI FFI CULTY, AND WE MUST RI SE W TH THE
OCCASI ON. AS OUR CASE IS NEW SO WE MJST THI NK ANEW AND ACT
ANEW "  THAT IS WHAT WE MUST DO W TH TODAY' S
TELECOVMUNI CATI ONS | NDUSTRY.

W RELESS COWPANI ES MAY NEED TO CONSOLI DATE AND OBTAI N
MORE SPECTRUM  WHAT WE CALL " BROADBAND"' MAY NOT ACTUALLY BE
FAST ENOUGH. THE GOVERNMENT MAY NEED TO SUBSI DI ZE DEMAND
AND/ OR | NFRASTRUCTURE TO PROMOTE THE HI GHER SPEEDS NEEDED TO
JUMP START THE | NDUSTRY. WE SHOULD CONSI DER NEW TECHNOLOG ES
LIKE "W-FI'" | N UNLI CENCED SPECTRUM AS HI GH SPEED
ALTERNATI VES. AND WHI LE | TEND TO DOUBT BELL CLAI MS THAT
WHOLESALE PRI CI NG REG MES DI SCOURAGE | NVESTMENT, PERHAPS WE
SHOULD EXAM NE THOSE TOO.

THE FEDERAL GOVERNMENT HAS A HI STORY OF ASSI STI NG
| NDUSTRI ES TO PRESERVE AMERI CA'S GLOBAL COMPETI TI VENESS: I N
THE 70" S W TH THE AEROSPACE | NDUSTRY AND LOCKHEED MARTIN; I N
THE 80'S WTH THE AUTO | NDUSTRY AND CHRYSLER, AND W TH THE
SEM CONDUCTOR | NDUSTRY AND SEMATECH. AMERI CA HAS ALSO
| NVESTED I N | NFRASTRUCTURE TO BENEFI T THE ECONOMY AS A WHOLE -
AS W TH THE CANALS AND RAI LROADS I N THE 19™ CENTURY AND RURAL
ELECTRI FI CATI ON AND FEDERAL | NTERSTATE HI GHWAY PROGRAMS | N THE
20™ CENTURY, ALL OF WHI CH EXPANDED | NTERSTATE TRADE.
| NVESTMENTS | N HI GHER SPEED BROADBAND | NFRASTRUCTURES COULD



PAY SI'M LAR DI VI DENDS.

TODAY WE' LL HEAR FROM A DI STI NGUI SHED PANEL W TH
DI FFERENT RECOMMENDATI ONS FOR REVI VAL. | LOOK FORWARD TO
THEI R TESTI MONY.



