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It is an honor to be asked to be here. I have been hearing
so much about third generation, for so long, I look forward to
touring the exhibit area and trying it out.

I wish I could take it home with me, because last month
I moved to New York. Like all wannabe tech junkies on
Wall Street, I now have to haul a Blackberry around to do e-mail,
on top of the cell phone. Not only me, but my tailor, would like
to dump it all -- for third generation.

The timing of this speech is a little ironic for me because
exactly one year ago, this week, a phone call changed my life. I
was sound asleep, when Al Gore called. His campaign chairman had
just become ill. He wanted me to leave my nice cushy job at
Commerce, to run his presidential campaign, that was down about
10 points in the polls.

I looked at the clock. It was way after midnight. And I
remember what my father, who was mayor of Chicago, would said:
"when the phone rings after midnight, nothing good happens!"

The really incredible call came a few months later,
on election night -- actually, it was 2:30, the next morning. We
thought we had lost Florida by 50,000 votes and it was over for
us. So, we piled into a motorcade, heading to the War Memorial
in Nashville, thinking Al Gore was going to give his concession
speech.

That is when my cell phone rang. The person told me, George
Bush's 50,000 vote lead in Florida had sunk to 1,700. Let me put
this in perspective: there were about 100 million votes cast
and it came down to a difference of 1,700.

After total confusion, I ended up going on stage -- rather
than Al Gore -- saying: "the campaign continues." That led to
the crazy 37-day recount in Florida.



 

 

So I guess you can draw one of two lessons from this: One,
the cell phone, created the most extraordinary election in
American history. Or, two, my father was right: nothing good
happens after midnight!

The benefit of being out of office is that one can be more
frank when talking about difficult issues. So, today, I hope to
talk frankly about two areas. First, what has happened with the
American experience in wireless. No question, we have not
embraced this as quickly as Asians or Europeans, but the growth
has been impressive, and it's important to consider it in the
overall context of technology and the economy.

Second, because the political landscape has changed in
Washington, and our relations with China has hit some bumps,
I want to offer my take on this, as well.

Let me begin with wireless. I have a deep respect for what
you are doing. The explosion of wireless networks around the
world is something to see and appreciate.

I understand here in Hong Kong, there are now more wireless
phones than wireline ones; and there is the success of i-mode in
Japan and SK Telecom in Korea.

Wireless can allow countries to leapfrog decades of
communications infrastructure, and it gives rural and remote
areas access to the Internet. I don't think people totally
appreciate how important that is, and how important it will be to
our future economic growth.

Last month, like many of you in this room, I was very happy
to see China begin issuing contracts for its CDMA network.
Back in 1999, I talked to Prime Minister Zhu Ronji about this.
None of us had any idea it would take so long, but it was a great
decision, and I look forward to seeing the work begin.

In the U.S., we also are moving forward. There are now
almost 30 million CDMA subscribers. One third of Americans use a
mobile phone. And as a consumer I like the fact that 75 percent
of Americans now have access to at least five wireless service
providers. I pick up a newspaper, and I see more ads for free
weekend minutes than for General Motors. There is real wireless
competition in our country, and that is good.

Why did it happen? A lot of reasons -- like flexible
licensing and our auction policy. And one big factor was that
government advocated for technology neutrality with regards to
wireless standards.



 

 

I would argue one reason for the explosive growth of
wireless around the globe is we have not been locked into one
standard. Every nation has adopted the standards that best meet
its market or spectrum needs.

I know some people take the opposite view: that America has
been slowed by competing technical standards. But trust me on
this, the last thing you needed was Washington dictating
standards. I also believe that this is true of all the
government capitals. This is one time we stayed out, and I can
find some people in this room who are glad we did.

The flexibility on standards has facilitated deployment and
it has enabled competition to thrive. Indeed, if there is one
standard we should all agree on, it is competition. That does
not mean government has no role to play, because like it or not,
government usually wants to be active.

During the Clinton years, we tried to aim that activity at
opening markets, at giving people the resources and providing the
conditions where competition could thrive. As far back as 1994,
I think we made the right choice. Vice President Gore laid out a
vision of a Global Information Infrastructure -- a worldwide
network of networks, where many privately-owned networks could
give consumers choice.

In the late 90s, there were a flood of trade agreements
involving technology: the WTO agreement on information
technology, in '96; a year later, agreements on financial
services and basic telecom; in 1998, the commitment to duty-free
cyberspace, keeping the Internet free of trade barriers; and
there were bilateral agreements on intellectual property, on
high-tech products, and on services. And in the U.S., in 1996,
we passed the Telecommunications Act, replacing monopoly with
competition. That was the good news of the '90s.

In this century, I think government needs to be active again
-- selectively. I believe the new Administration's number one
focus should be on making certain that a plan is adopted to
address the problem of a shortage of spectrum.. Due to many
factors -- including generous grants of spectrum to TV stations
in the '70s -- America faces a shortage. And, no question, it
could hurt third generation deployment.

In the Clinton years, we auctioned off spectrum, as you well
know. We didn't know it at the time, but it turned out to be
quite a bargain. Right before President Clinton left office, he
also asked federal agencies to find underused spectrum that could
be redeployed for third generation.



 

 

I think the Bush team will have their hands full on this
one. Agencies don't like giving up what they have. And for
national security reasons some of it cannot be done. But in
today's world, one cannot separate national security from
economic security, and actions that strengthen economic security
strengthen national security.

I think the new Administration should encourage broadcasters
to speed up their transition to digital, and to give back their
analog spectrum for redeployment. They should promote
development of new technologies that make more efficient use of
spectrum. And I hope another option is advances in the CDMA 2000
standard, which the Strategis Group tells me many of you have
been developing.

There's one more point I want to make about wireless, and
that is from my new perch on Wall Street. As you know, there are
skeptics on the Street. They see the huge debt loads and the
enormous sums of money that have been spent and still need to be
spent.

In my opinion, the wireless sector is continuing to perform
well, despite the current instability in the telecom market.
Investors seem to have placed their confidence in the continuing
robustness of wireless.

I believe consumers weaned on the Internet will enjoy and
expect all the new bells and whistles. There will be a demand
for wireless instant messaging, for wireless personal area
networks in the home, and for the wireless web.

The current downturn in the telecom sector appears to me to
be as irrational as was the earlier exuberance. Look -- the
fundamentals of the sector remain strong and the business models
of most new economy companies are sound. The problem is, we have
been lulled into unreasonable expectations by the amazing growth
of the last eight years.

We were lucky to see an American economy that produced 20
million jobs, where 30 percent of its growth came from
information technologies, where our appetite for imports became
the ticket for Asian growth. But that incredible run seems to
have falsely convinced people that the rules of economics have
changed, that growth is limitless.

The fact of the matter is, the rules have not changed. And
we have to be realistic about the growth potential of any market,
and the forces that drive that growth.

I take issue with the very idea of a new economy. The new
economy is not new, nor is the old economy old. The economy is



 

 

the economy. No question, information technology has made
industries vastly more efficient. Mobile phones have even made
people like me vastly more efficient.

But technology hasn't changed the underlying rules governing
business. The fundamentals of a successful business -- old or
new -- are still good management, good implementation, and
good customer service. And if businesses don't have the
fundamentals down, sure, we will continue to see some weeding out
in this sector, and the stronger players will emerge.

What has changed is that the economy has reached a
new plateau. It is not a recession. We just cannot hold
ourselves to an unrealistic standard of limitless growth. To be
a realist, for the remainder of the year, I see the U.S. economy
growing at about the 1 or 2 percent level it grew at in the first
quarter.

Now, as I mentioned, I also want to discuss the political
scene in Washington, and America's relationship with China.
They tell me you'll probably have some questions on this, but let
me say a few things first.

After Florida, I thought I had seen it all, but I was pretty
surprised when Sen. Jeffords switched parties. Of course, this
enabled the Democrats to take control of the Senate last week --
something very historic in our country.

For years and years, the Republicans had wanted control of
the Senate, the House, and the White House. I think they lost it
after just four months because they had campaigned by appealing
to the moderates in America, but they were governing far from the
center. George Bush in his first few months spoke like a
moderate, but he took a number of actions that were not in line
with America's mainstream.

The switch in power will not make a huge difference on
votes, because the people voting haven't changed. I don't think
it will make a huge difference on trade issues, so important to
all of you. The reason is the Senate was never a problem on
trade -- the House is the problem.

But the switch will make a major difference in the day to
day workings of the Senate, and what gets on the agenda. It will
have a serious impact on appointments. And in my opinion, it
will be hard for George Bush to do anything beyond the tax cut
that has marked his Presidency so far, unless he drastically
changes his style.



 

 

Until now his strategy has been to get things done by
picking off individual Democrats. Now he has to work with the
Democratic leadership.

I found it curious that the press reported that in
three months, George Bush had not spoken to Tom Daschle, who is
now the new Majority Leader. I remember when I helped President
Clinton pass permanent normal trade relations with China, Bill
Clinton called the Republican leadership so often they didn't
want to take his calls anymore. They were ready to put him in
voice mail.

So maybe the use of cell phones will find their way into the
Oval Office. In fact, bringing Democrats and Republicans
together could be the killer application that third generation
needs.

Finally, let me say, one of my proudest achievements as
Commerce Secretary was getting Congress to approve China's entry
into the WTO last year. I felt then, and I feel today, there is
no larger step we can take than to bring China into the world
trading system and open a market of over a billion consumers.

Obviously it would be good for American, and European, and
Asian corporations. But just as importantly, it is good for the
Chinese people.

China cannot build the world-class industries she needs in
this century, without open markets. China cannot take its place
in the world community, if the changes that have occurred do not
continue. China cannot give its people the opportunities they
lacked in the last century, if China does not actively
participate in global organizations. And China cannot sustain
this tremendous economic transformation, if a rule of law, the
basis of business, is not established.

It was very encouraging to see reports on the weekend that a
final deal had been reached between the U.S. and China on WTO
accession. Many of us were quite worried by the delay, thinking
that we would be slipping backwards. Obviously, the sticking
point -- agriculture -- is a difficult issue for the U.S, for
Asia, for Europe, and for China. Let us all hope that with this
news all parties will conclude the negotiations and China will
enter the WTO to be a positive force for world economic growth.

The first half of this year, relations between the U.S. and
China have been strained because of the plane incident and
because of unhelpful rhetoric on both sides. But when it comes
to economic and trade issues, Beijing has a strong supporter in
the White House.



 

 

President Bush clearly understands the economic significance
of this relationship; of what it means to do more than $100
billion a year in commerce between our nations; and what it means
to have a conference like this, where companies show products
that will bring great change to our society, and help people so
enormously.

So, I remain optimistic. In my opinion, China will make the
right choices, and this industry will benefit tremendously
because of that.

As Richard Nixon said when he came to China three decades
ago to open relationships between our countries: "what we say
here, would not long be remembered. What we do here can change
the world."

Thank you so very, very much for having me, and thank you
for helping to change our world.
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