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Chairman William E. Kennard
Federal Communications Commission ?ECEEVEB

445 12th Street, SW

Washington. DC 20554 MAR -9 2001
Dear Mr. Kennard: “curiias. COMMUNIGATIORS COMMISSION
OFFICE OF THE SECRETARY

This letter regards the proposed acquisition of Voicestream by Deutsche Telekom and the 1ssuing
of a teJecommunications license to Deutsche Telekom.

I oppose the granting of a telecommunications license to Deutsche Telekom. Deutsche Telehom
is owned by the German government and thus is an alien company. My interpretation of the
Telecommunications Act is that aliens or their representatives are not to be granted licenses.

In the United States, we would not allow our own government to provide telecommunication
service. Why then would we allow a foreign government to do so?

Germany. like many other countries. has not privatized telecommunication completely. Unul
they do so. such countries should not be granted telecommunication licenses 1 the United States.
Government ownership of the stock of “privatized” companies 1s a ruse. As I have stated
publicly, privatize means to make private—totally private. Globalization has become the
politically acceptable term for information age imperialism—and we should not be decerved in
the name of global competition.

I urge the FCC to refuse this application by Deutsche Telekom for a license.
Enclosed are copies of my various op-eds and articles dealing with this topic. I testified at the
House Subcommittee hearing on this topic in September and my testimony is posted at the

House web site.

I do not receive any personal funding frem the telecommunications industry. and my OpInions
are mine alone.

Yours truly,

A. Michael Noll, Ph. D.
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elecommunications—Ilike everything
else, it seems—is afflicted with a glob-
al fever of mergermania. Such global-
ization seems to have become Infor-
mation Age imperialism, as foreign
countries increase market domination out-
side their borders through companies they
own and control. 9The provision of telecom-
munications in many foreign countries is no
longer operated by a department of the gov-
ernment. That’s good. Telecom has been pri-
vatized. However, in many countries, sub-
stantial amounts of the stock of the allegedly

privatized company are owned by the government. This is
cartia privauzauon, which is not good. since the government
s:ll has a considerable involvement and financial interest.

Parnial privatization opens the possibihities for abuse and
conflicts of interest, both within the foreign country and
internatonally. Government ownership skews the market-
place because governments—ours and others—do not oper-
ate 1o maximize economic efficiency, unlike markets. Also,
governments are mouvated to protect the government-
owned company—particularly when telecommunications is
sull regulated by the government, as it 1$ 1n mMost countries.
Government will not regulate itself tairly.

“The business of government is government.” Nt OWnINg
the stock of telecom companies. Privatization means no gov-
ernment operation or ownership of telecommunications. Pri-
vatize means to make private—totally private' Given the high
value that the United States places on private industry, it 1s
inconceivable that we would ever condone parual privatiza-
non. Countries that have only partiallv privatized their
domesuc telecom market have not met their COmMmUMEnts 1o
competition and to open markets.

Recent legisladon inwoduced bv Sen. Ernest "Fritz” Hollings
{D-S.C.; restricts foreign government ownerstup to no more than
25 percent and also ebminates the possibiliny of any FCC waiv-
er of thus resicdon. Thus is a step in the right direcnon, although
! clearly would prefer absolutely no foreign government own-
2rshup. Bur with my tougher standard, I would also wantto give

the FCC the discretion to waive the restriction on those rar
occasions when the FCC deems it’s not a serious problem

In only one period, during World War |. was telecommun:
catons nationalized by the U.S. government. Now 105 ownied
and provided by private industry, and we do not want go-
ernment competing with private industry. Any foreign gov-
ernmeni ownership, direct or -
direct and no marter how smal.
of U.S. telecom companies would
be inconsistent with these pui
cies. Foreign government owne:
ship is even more unacceptabiv
since U.S. ciuzens would have nu
voice in the foreign governmen:

The 1ssue 1s not foreign owne:
ship but foreign government owt
ership of U.S. telecom companies
These companies are Licensed by
the U'.S. government to operate as
broadcasters and common carti
ers using the public atrwaves und
rights of wayv. Clearly. such Lovnse
to the use of public properts
should not be given to a compan:
owned 1 anv way by a foreign
government. This is ulumately an
issue of nanonal sovereignn

Untdl paroally privanzed coun
tries eliminate their ownership ot
telecommunicatons totally, they
should not be allowed to own any
telecom businesses in the United
States. Eventhen, nagonal secur-
ry and anntrust issues would sall
need to be examined for each par-
gcular case. This is not protecton-
Ism, nor is it against open trade. It is simply keeping govern-
ment—ours or any foreign one—out of private indusmy

In the end, it must be a “nein” to Deutsche Telekom s pro-
posed acquisition of VoiceStream Wireless.

Congress
needs to

keep govern-
ment—ours
or any other
one—out
of private
industry.
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A. MicHAEL NoLL s aprofessor and former dean at the Annennery
School for Communucation at the University of Southern Calirornic
This article is based on testimony he gave on Sept. 7 before an Onversight
Hearing of the House Subcommuttee on Telecommunications, Trude,
and Consumer Protection.
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Commentary

A Big ‘Nein’
to Deutsche
Telekom

s Telecommunications:
Germany still doesn’t have a
completely open market.

By A. MICHAEL NOLL

Deutsche Telekom has become crazed
over spending the loose change n 1ts
pockets. A few weeks ago, the company
was reported to be considering an acqut-
sition of Sprint. This week, Deutsche
Telekom announced that it was buying
VoiceStream Wireless for a dea!l valued
at $50.5 bilhon.

This deal makes no sense financially:
VoiceStream had a net loss last year of
$455 milhion on revenue of 8475 milhion. To
acquire VoiceStream's 2.3 million wireless
subscribers, Deutsche Telekom will pay
more than $20,000 per subscnber. A return
of 10% on this investment over 10 vears
would require a vearly profit of more than
$3.200 per wireless customer. This 1s 1m-
possible, particularly for VoiceStream,
which has losses nearly as large as its rev-
enues. Wishful thinking, hopes for the fu-
ture and faith are fine for religion, but are
no way to run a business. as Deutsche
Telekom soon will learn if this deal goes
through. But if the Germans want to
throw away their money, let them.

There are policy reasons, however, to
oppose this acquisition because Deutsche
Telekom 1s, in effect, a subsidiary of the
German government and 1s actively ex-

‘More than half of the stock of
Deutsche Telekom is owned by
the government.’
5

panding and acquiring other telecommuni-
cation firms in Germany and around the
globe. These acquisitions are being done
the name of globalization, but that 1s sim-
ply a politically correct term for the colon-
alism and impenalism of the past.

Many countries have claimed to pnva-
tize the former government monopoilzu-
tion of telecommunications. Yet much of
the stock of the “pnvatized” telecommuni-
cation firms 1s owned by the government.
In the case of Germany. more than half of
the stock of Deutsche Telekom is owned
by the government. This 1s partial pnivati-
zation.

One problem with partial prnvatization 1s
that 1t 1s in the best interests of the gov-
emment to maximize the value of the
stock of the partially owned telecommun:-
cations company. This means that the par
tially privatized company is treated favor
ably by the government. Another problem
is that governments are reluctant to sell
their remarrung ownership and totally pr-
vatize, since such a massive sale would de-
crease the value of all the shares on the
open market. Thus, governments are motr-
vated to manipulate the value of such
stocks. The stock of Deutsche Telekom
thus 1s overvalued. since much of 1t 1s held
by the German government and is not on
the open market. It 1s this overvalued
stock that will fund the proposed acquist-
tion of VoiceStream.

Even partial pnvatization 15 to be pre-
ferred to the old system of complete gov-
ernment ownership and control of tele-
communications. Yet the solution o the
evils of partial pavatization is total privat-
zation. such as what happened with Brish
Telecom. But France, Germany, Japan and
Sweden are dragging their feet 1n achiev-
ing complete privatization of their former
government monopolies of telecommun-
cations. In the meantime, they should not
be allowed market entry into countres
that are completely prnivatized.

Partial pnivatization 1s not consistent
with open markets and competition. Until
Germany completely privatizes Deutsche
Telekom, the company should not be al-
lowed to have dominant ownership of any
telecommunications firm 1n the United
States—even if it about to lose 1ts lederho-
sen n thus deal.

A. Michael Noll is a professor and for-
mer dean at USC's Anncnberg School for
Communication



