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RETSKE REPORT:

Forgotten Time Capsule — WSJ Predictions from 1982

Recently a friend of mine, Harvey
Starin, moved back to Florida from New
Jersey. He had resided there for the past 14
years — working for AT&T, now Lucent
Technologies, the AT&T equipment spin-
off,

Harvey is well known by his friends
for his dry wit andsunderstated sense of
humor. While unpacking from this move,
he came across an issue of The Wall Street
Journal he had borrowed from me, and
negiected to returm. Guilt got the better of
him, and he returned it to me via the mail
as soen as he found it.

I picked up the purloined newspaper,
and although somewhat annoyed that Har-
vey had not included the second section,
which contains current stock listings, I was
nevertheless relieved to be able to finally
finish my reading of the Jan. 21, 1982, is-
sue of the Wall Sireet Journal.

All humor aside, I was very interested
in this yellowing issue of the world’s most
respected financial publication, because the
left-hand column lead article was entitled,
“Bell’s Future, A Newly Free AT&T Will
Move Gingerly, Industry Watchers Say.”
The relevance of this article to events in
today’s burgeoning worldwide telecommu-
nications market may not be obvious, but
an analysis of the results of its prognostica-
tions may provide an insight into how seri-
ously we should take today’s industry pun-
dits. (Myself excluded, of course).

Just days before the article was written
(Jan. 15, 1982), AT&T, “the Bell System”,
had agreed to settle a five-year-old antitrust
suit brought against it by the Justice De-
partment. AT&T effected this by agreeing
to spin off the local operating companies
into separate operating companies, a pro-
cess called “divestiture.” At the time the
article was written, the writer, and every-
one else, assumed that there would be 22
feeble “Baby Bells” running the nation’s
local telephone companies.

Probably for the last time in history,
Judge Harold J. Greene was not even men-
tioned in this early article about AT&T’s
breakup. In fact, as of the writing of this
article, the case had not even been sentto a
federal court for validation because the fi-
nal details of the settlement had not been
determined and were still being negotiated
between Justice Department lawyers and

the 1,000+ attorneys of the AT&T An-
titrust Special Task Force. When this
article hit the street, Judge Greene proba-
bly had no idea that he would be assigned
to preside over the largest organizational
restructure since the fall of the Roman
Empire.

OK, here are a few of the more san-
guine quotes from the article:

" If the settlement is approved
by a federal court (Judge
Greene!?!) and not aftered by
Congress (shades of 1996), the
company could become a
formidable competitor of estab-
lished rivals in computers, broad-
casting, cable television, publish-
ing and electronic parts and equip-
ment manufacturing.” (AT&T was
going to compete with Radio Shack?7??)

“Later this year, it (AT&T) pro-
poses to open a network of rooms
equipped with video screens and
cameras that will allow businesses
fo hold nationwide conferences
without long-distance travel.” (No!
Don’t do it. You’ll lose Thousands.)

“in March, AT&T hopes to
start Advanced Communications
Service, which will enable com-
puter terminals of various brands
and speeds to send information to
one another over telephone lines.”
(No! No! Don’t do it! You’ll lose Mil-
lions.)

“AT&T, of course, is expected
to turn its sights on computers ..."
(NO! NO! Don’t do it! You’ll Jose Bil-
lions!)

“After adjustment for inflation,
long-distance tolls have been de-
clining generally for decades, and
should continue to drop if such
technologies as microwave net-
works and communications. sate/-
lites continue to lower costs.”

(Fourteen years later, both of these promis-
ing “new” technologies are being displaced
by fiber for long distance voice telephony),

And, what is probably the most inter-
esting quote of all, the article speculates on
the future of the weak and anemic “local
operating units,” seen as a drain on the re-
sources of AT&T:

“The company says it doesn’t
plan to sell the local operating units.
But although spinning them off —
issuing stock in some or all of them
to current AT&T stockholders —
would relieve the surviving company
of aging facilities and slowest-
growing businesses, it would gener-
ate no cash for investment in the
company's future.” (Maybe Worldcom
would buy them, if you can just wait about
14 years).

On the editorial page of that same is-
sue of The Wall Street Journal, a guest edi-
torial by a columnist for the Village Voice,
bemoaned the divestiture and its potential
impact on the American consumer. This
columnist was infuriated that AT&T was
allowed to “give away the future railroads
of this industry,” and keep the
“moneymakers,” like the Yellow Pages.
(No, the columnist was not Judge Greene).
He boldly predicted that the quality of local
service would decline because the “new
owners” of the “22 subsidiaries™ would not
find it profitable at the given local rates,
and would run into trouble with local regu-
lators until the whole mess required tax-
payer subsidies to survive,

Obviously, neither The Wall Street
Journal reporter nor the columnist antici-
pated that local service subsidies would
continue well into the ‘90s, and probably
beyond, in the form of access charges. (The
access charge issue in the United States is
not over yet, by a long shot.} Nor could they
predict that Judge Greene would give the
Yellow Pages to the Regional Bell Holding
Companies. -

The point of this rambling is not to
criticize the venerable WG8J, or even to

{Continued on opposite page)
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REGULATORY UPDATE:

U.S. FCC Names Gips New International Bureau Chief

Duonald H. ipa has been named Chiat
of The Intermnational Burcew of the 1.8, Fed-
eral Communicatipns Commisnion, He
has served as Acting Director of the Direan
sinee May 13, 1996

"Don is cme of thass egtraordinery
ndividuale wha influences the courae of
cvents by having ihe vision to see the at of
tha possible, the creativily to make vbsla-
cles diseppear ad the grace to make it all
ook eary,” aaid Chairman Recd Hundl in
aunowncing the eppeintment.

Gips joined the FCL in January 1994
und served from February 1994 to Febrary
1996 ar Deputy Chief of the Office of Pions
pnd Folicy. He jad the taam which de-
gigned the Personal Communicationg Set-
vice bend plan and rules fiw e FOC's firsl-
evet guctions. Those anctlons have eamed
the U.5. Treaeury [I3320 Wllicn ind have
been widely prised both in the United
States and intematicnelly. The lcam Gips
led received Vice President Gesw's [Jammer

Award for reinventing governmenl.

Gips joined the Intemalianal 13ureau
initiadly wy Deputy Director on Fab. 28,
1946, when his predeceusor, Scolt Bloke
Harris, announced bis intention to leave
the commizsion. During thatl period,
Ghps served an detnil Rssignments w
oversas tha cammigriana implemenlation
of the Teleconunumicalioms Act of 19%

Hafore caming ta the FCC, Gips was
Engrgement Manager at MoK inaey &
Company, the inlernaticnal munagenwet
congulting finn, where he designad and
implemented buginess simlegics fur Far-
toee 300 compenies it a vanety of indue-
ey,

Giipm alen hes served in o nwober of
govenunent and copmuminy laadership
pasibioms. He holped creste the National
Bervive Corporation and sepvad Az lixecu-
Tve Asrjaiant to the Direclor ul the 92l
Elreet Y, Mew York's Jargest community-
hased noan-profit organizatdoyg Sendor

Folicy Analyst for the Mayor of How Yark
City's Tremsporiation QOffics; and Dpera-
tirms Manager for the 1984 Bill Bradley
Senate campaign,

Gips gradunted magne cum lande fram
Harvard University and reccived 4 innster's
degree in Public ad Private Mamapement
from the Yala Schoal of Dreanizelia wid
Managemat, He wag awarded & Rocke-
teller tellowship te work oo develapokt
izsues in Asia and o CORO Foundation
Public Aithire Tellnwehip.

Gips, his wifie Elizabath Batty, and
their sona Sam and Peler live in Washing-
i, ILC.

saprea; FOC Bollfelin
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Rotske Repori:

Canrtmied from page i
langh el the prognostications of ity es-
reemed and infrrtied wrilers for failing to
be wble to ucourntely predict years in the
future, And the point ix not Emply lo pro-
vide idle entertninment to our readers
{(Well, OK, wa hnpa von do find thie some-
whal enteriaining, )

The poind iz thar, a3 vou read about
avents thut are oecurring in the telecammu-

The final result of ||berallzation in
Eurcpe is likely to ba as dlNerent
Trem our predictlans today, as thoae
for the avalution of the U3, telmcom
marketplaca were In 1842.

nications mdnstry today, you shoald always
ieke projections for whaot they arg — &
guess or The part of the writer. Mo aae van
kmow for sure what the impact of any evenl
or fdecigion is going 1o he with any degroe
of certainty, Despite the fact that The Bl
Strae Jowrmal had most of the issues cor-
rect, there were quances thet they missed,
and events and decisiong, out of anyene's
contral and clearly unfiresezable, that hud

willd heve had more impast then the fae-
tars (nt were generally known in 1982,

The siluation it Eurape todey is, in
many ways, B mirnr of the eovircrunent in
the United States on Jap 21, TYH2. A deci-
sion in liberalia: has been made wd for-
malized, but the criticel details ara swll
unceriain end vet to be delenined, In
1962, po one could have seen the mile that
grcese charges wauld play in shapiog the
U8, ielepmonunications marker and in
infleenging the compeliive slanee and
preaperity of the RBOCE.

‘Tha final result of liberuliation o
Europe in 2010 is likelv 10 be as dittiencnl
from cur prediclions tday, gs hose for the
evedvtian of (he (18, lolecommunicutiong
marketplace were in 1942

I'erhaps you should stash o few conies
of the Fnternaiionaf foider in g sectne
place, sa that yon can retrieve them seweril
years [oon new and langh pt, or be aned
b, the predictions we make. For auw, Tam
poing bo low sorne to my frignd liarvey. |
know now that he 4]l 2afepusrd ten aond
gwmtually relum theny b e,

Liena latrke
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international carrier relas? In-
country regulation? Market
condilions?

international Inskder now affars

tarlff, marketing and regulatory

data.

*« Tarlffs are availakia for all
carriers and service categorias
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and compelitiva rates for
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contact infarmatlon,
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and lepal raquirements.
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