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Thank you. It’s a great pleasure to be here today and an honor to be part of this economic summit.  

I always enjoy visiting Wisconsin.  The people here are always very gracious.

But I’ve noticed that everyone is being even nicer to me than usual.  And I can’t help but wonder if that has anything to do with the result of a recent Monday night football game.  I can tell you, the mood in Chicago is a little different.

Some Bears fans are talking about payback.  But during my visit here, I’ve already heard the four words that strike fear in many football fans – Green Bay in December.

(pause)

This conference exemplifies something that I feel very strongly about.  I’m fortunate to have spent time in both the business world and in public service.

From the business side, I know the importance of government policies that help grow the economy.  

From the government side, I’ve seen the positive impact of sound policy on businesses and their customers.

So I would like to congratulate all of you for coming together in this forum to explore ideas and opportunities, including new public-private partnerships that can bring economic growth for the state.

It may be a truism, but business, government and the academic community are all in this together.  That’s even more evident during tough economic times.  

Education is absolutely essential for a strong, well-trained work force.  And in this, your state is well fortified.  Last Spring, alone, more than 25,000 graduates emerged from the University of Wisconsin System – one of the very best in the nation.

Government depends on the tax dollars these well-educated workers and their businesses generate.

Business depends on the schools for qualified workers, and on government for policies that encourage growth.

These partnerships are even more critical when the economy is struggling, as it clearly is today. 

I know from my time at the Department of Commerce, the better the relationship between the government and the private sector, the greater the chances for economic success.

And success is something our economy could use right now.

I won’t belabor some of the data that roll out every day, but it’s important to understand the challenge before us.

Business is not doing much investing.  Consumers are still buying – God bless them --even though many experts are concerned that this activity may slow.

The Federal Reserve has cut interest rates to historic lows, which has fueled more home buying -- even as the economy dips.  

The national jobless rate stands today at 5.7 percent, with 8.1 million Americans lacking employment .  We’ve lost almost 1.5 million jobs during the last two years.  The impact on families and communities is enormous.  

Though the unemployment rate fell in September, the number of payroll jobs actually decreased.  According to some economists, many of these losses are occurring in the high paying technology and financial services sectors.

The President moved last week to end the West Coast dock lockout, which threatens to strain the economy further as the holiday season approaches.  Since 90 percent of all toys sold in this country are foreign made, children should be relieved – even if their parents are not.

As many in this room know all too well, tax revenues are down and we have seen the return of the federal deficit.  Almost every state is wrestling with severe budget problems.  Washington sneezed and the states all caught pneumonia.

Fold in the possibility of war, concerns about terrorism and a plunging stock market, and you’ve got a recipe for heartburn.

I think the most discouraging thing about all these economic indicators is that they offer few predictors of when this might finally turn around.

Many economists are pessimistic not for just next year, but beyond.  Others seem to be more optimistic.  Some of these economists must be right.  The problem is, we don’t know which ones.  No wonder they call it the dismal science.

The reasons for pessimism include low savings, high debt, excess capacity and a balance of payments deficit.

There also is concern about the impact of a Middle Eastern war on oil prices.  Another shock to an already fragile economy could be devastating. 

The technology bust has been so severe that U.S. technology capital stock – all of the existing technology equipment and software – is growing at the slowest rate in 60 years.  

But there are a few brave souls looking for the proverbial light at the end of the tunnel.

They point to the foundation of the American economy, which remains strong.  The last few years have brought inventories down.  The delay in investment gives hope that pent-up demand may be building.

Productivity is still increasing.  Unemployment, while almost six percent, has not approached the higher levels of past recessions.

There is a sense that restructuring efforts in corporate America are paying off.  Business people are carefully cutting costs.  That should show up on earnings.

The stock market has been hit with an enormous loss of equity.  But at the same time, the sky-high valuations we saw a few years ago have returned to more realistic levels -- even with the earnings pressure many companies face.

The truth is, there is so much data and speculation on where the economy is heading, anyone’s guess might be right.

I’ll allow others at this conference to try and determine what will happen to the state and U.S. economies.  But from my position at SBC, I do have a unique perspective on the telecommunications industry -- a sector that has been particularly hard hit.

What you are doing here today has great relevance for us.

When you look at SBC, you see the actualization of that highly praised but often elusive ideal: the public-private partnership.

SBC is a company that was built on the promise of universal service . . . connecting anyone, anywhere at anytime.  It’s something that government has demanded of us, and we take our responsibility very seriously –- in Wisconsin and each of the 13 states we serve.  

It means we have the sole responsibility for making sure that customers in those states have a working phone within their reach. 

SBC is one of the world’s largest telephone companies.  And I’m proud to say that our company’s roots in the Badger State are deep and enduring.  Since 1999, we have been the parent company of Ameritech and its predecessor, Wisconsin Bell, which has served the state for more than a century.

We serve millions of residential and business customers in Wisconsin through almost 2 million access lines.

We employ more than 6,000 people here, and have an economic impact through investment, purchases, payroll and other contributions exceeding $1 billion.

We take a strong interest in the communities we serve.  Our employees donate their time, and we contribute millions of dollars annually to civic and charitable causes.

We are also a Wisconsin taxpayer -- paying more than $150 million last year, alone.  (And boy did you need it!)

I cite these figures not so much to impress anyone, but to illustrate the importance of the telecom business to the economy of this state.

Its importance is even more evident in these challenging times.

Our national telecommunications networks are a competitive advantage in the world economy.  The telecom companies that build the equipment and spur the innovation have been the high-tech growth engines for the last decade.

But what was once a catalyst for growth has become a giant weight on the economy. 

While it’s difficult to find an industry that has escaped the carnage, it certainly seems that telecommunications has taken the brunt of it.

I regret to offer these grim statistics describing our industry’s recent history:  One-half million jobs lost; two trillion dollars in market capital -- evaporated; dozens upon dozens of high-flying companies -- gone bankrupt.

There are multiple reasons for this tailspin.  The national recession has been an equal opportunity destroyer.

But there are also plenty of companies whose behavior contributed to their demise.  They conducted themselves in ways that resulted in bankruptcy after bankruptcy – as well as ongoing investigations by the SEC, the FBI and Congress.

So we find ourselves in a situation today where the industry and government must work together to ensure the future health of the telecom sector -- and its contribution to a stronger economy.

The challenge for both the industry and government is that telecommunications, which may have been relatively easy to regulate for its first 100 years, is changing at lightning speed.  These changes are making it impossible for regulation to stay ahead of the curve.  Consequently, we find ourselves spending a lot of time and energy fighting yesterday’s battles instead of focusing on the future – where opportunities for growth and job-creation abound.

The goal of government should be to regulate our industry in a manner that ensures sufficient levels of competition and consumer safeguards while at the same time relying on the market to drive innovation up -- and prices down.

The telecom industry has gone through monumental changes since the1996 Federal Telecommunications Act, which still governs it today.  We have just witnessed an explosive industry boom and bust. This economic roller coaster affected every company and consumer in very direct and, sometimes, painful ways.

Even though we’re still dusting ourselves off and finding our footing, one fact should be clear:  Consumers are better off today than they were several years ago.  Prices have decreased, choices are more prevalent and technology is more accessible than ever.

Yet, our industry is still being regulated as it was before we experienced these monumental changes – before the tech boom, before mobile phones were as common as calculators, and before most people had at least one email address.  

Put simply, our industry is still being governed by laws that have been outpaced by the marketplace.  And it doesn’t take a former Commerce Secretary to figure this out. 

As we look to the future, and prepare for it the best we can, it is essential that government catch up with the market.

This year’s conference is focused on how to get the economy moving.  Here’s how policy makers can help.

It’s safe to say that every state benefits when companies make investments in technology.  Workers who build and maintain the infrastructure are well employed; consumers benefit from the availability of goods and services that come from new technology; and the state’s economy is better off because of it.

Given that, I would suggest that states have an interest in promoting technology investment.  In the case of telecommunications, that largely means creating incentives for companies to invest in infrastructure – like the lines and switches required to operate a network.

But a number of states, Wisconsin included, have inadvertently created incentives for companies NOT to invest in technology -- by making it cheaper and easier for them to simply piggyback on the existing network.  

Without getting into the specific regulatory issues, I would simply suggest that states benefit by having companies invest in their own technology rather than just utilizing what already exists. 

Second, I think states need to focus on their workforce.

During the years of the tech boom, it seamed like the best job was a web site designer -- or a venture capitalist.  I think we lost sight of the fact that our economy requires not only people who know finance, but – in the case of our industry – workers who know how to build and maintain complex network systems.   

Just several weeks ago, we were forced to announce the layoff of 11,000 employees.  It is painful for us to make these cuts, because we lose highly skilled employees who provide important services to our customers and our company.

There were a number of reasons for these cuts, including the state of the economy.  

But there is another contributing factor.  In order to maintain and expand our workforce in Wisconsin, we must be able to recoup our costs in keeping the state’s tele-communications network up to par.  At the moment, we cannot.  We are working with state regulators to solve this problem.

Another critical issue facing Wisconsin and other states is how to promote deployment of broadband.  Just about every state has declared at one time or another that the quick and complete rollout of broadband services is one of the most important steps to assure economic growth in the years ahead.

I know that many people are frustrated with the uneven and, at times, erratic way in which broadband has been made available in Wisconsin and elsewhere.  The public has a right to ask why.  The answer is not simple.  We in the industry have to make broadband a more compelling and valuable service for potential customers.  The truth is, the number of people willing to spend more to watch movies or download music on line is still limited.   

But the other hurdle preventing wider deployment of broadband involves government.  Here is where it gets tricky, and bold leadership is required.

If you look at the market today, there are two main technologies delivering broadband to consumers – cable and DSL.  While there are others, such as satellite and wireless, cable and DSL dominate.  Yet, when it comes to regulatory policy, cable and DSL service are regulated in completely different ways.  The reason is simple, and has everything to do with the past – not the present or future.

Historically, government has developed and imposed regulations by industry and not by type of service.  This creates major obstacles, as industries that have traditionally provided distinct services increasingly provide competing services.  This is happening today in telecommunications AND cable.  Both industries are providing traditional telephone service as well as broadband. Yet, the two industries are governed by completely different laws.

While traditional telecom companies such as SBC are heavily regulated, cable has never been subject to equivalent regulation by Congress, the FCC or the states.  It’s true that cable is subject to local regulation.  But the industry has never been required to employ the same level of consumer safeguards as we do.  (Maybe that’s why “the cable guy” has become the butt of movies and comedy routines.)

Why is this important?  Because how broadband is regulated is having a tremendous impact on how quickly it can be deployed -- and how much consumers have to pay for it.  

One reason government has not been effective in promoting broadband is because it requires adopting a single regulatory standard for broadband regardless of which industry provides it.  This will require federal, state and local regulatory bodies to work together to devise a single standard.  That won’t be easy, but it is critical in boosting broadband deployment. 

The last advice I’ll offer on boosting economic growth is to focus more on goals and less on process.  A good illustration of this is the ongoing regulatory review of Wisconsin’s local telecom market -- and the related approval for SBC to enter the long distance market.

There is no question that Wisconsin consumers have choices today for local telecom service.  Companies that compete with SBC have over 20% of the local market.  And that doesn’t even include wireless, which many consumers now use for their local communications needs.  Moreover, competitors serve about 34% of the business lines in our service territory. 

Yet, because of a cumbersome regulatory process, Wisconsin consumers are not yet benefiting from increased competition in the state’s long distance market.  Judging from other states, where the incumbent Bell company is allowed to compete in long distance, this delay is keeping millions of dollars out of the pockets of Wisconsin consumers.

We hope to be able to enter the long distance market in Wisconsin as soon as next year.  

This will bring savings to consumers, and a shot-in-the-arm to the state’s economy.

I hope I’ve convinced you today that no other industry depends on a public-private partnership as much as the telecom industry.  And I believe no other industry can contribute as much in turning our struggling economy around.

The decisions that telecom regulators and policymakers face today can help put our state and national economies back on track, while providing more choice and savings for millions of consumers.

These decisions will not only shape this country’s telecommunications future; they also will help determine how quickly our long-sought recovery will take hold.

Making the right decisions will require breaking free of yesterday’s constraints, which are hobbling the opportunities of tomorrow.  It will require a willingness to abandon outmoded practices, so we can more fully embrace the limitless possibilities of the future.

I know we can do it, because we’ve done it again and again throughout the years.  Our ability to change with the times and technology is what has kept America strong, and made our economy the most dynamic and prosperous in the world.

Here in Wisconsin, this summit is dedicated to ensuring that Wisconsin embraces change and becomes one of the country's economic engines. You've brought together the state's leaders in business, education and government, and you are charting a new course for the state's economy. Next comes the hardest part. To get the job done, leadership from all sectors will have to work together and focus on our goals.

Companies like SBC will need to provide leadership. SBC will work with users of technology and other tech firms to make sure that Wisconsin has the high-tech capacity it needs to grow this economy. Other companies, in other sectors, will also need to provide leadership and focus on what they can do to strengthen this economy. 

There’s no better place to embrace that challenge than a state whose motto is “Forward.”  We are eager to work with you in realizing the opportunities ahead to return Wisconsin and all its people to the path of prosperity.

Thank you.
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