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In 1983, the Justice Department unbundled AT&T, rationalizing that a combined manufacturing company/local and long distance telephone company was restraining trade.

In 2000, Michael Armstrong unbundled AT&T for the second time, but his rationalization was not public policy but private policy – that it is impossible to build a competitive set of businesses and keep and motivate key employees with his existing structure.

That’s the first and primary reason, but there are others. Secondly, the diverse nature of these businesses makes corporate governance difficult if not impossible. Each is a profit and a cost center; each has its own trajectory; each will be suboptimized if it is tied to the success or failure of its sister companies.

My first reaction to this complex restructuring was the plan was silly, foolish, and one which was only a response to the demands of Wall Street for a higher stock price.  But the plan makes sense even if the stock price moves not a dime.

There is not a senior executive at any Fortune 500 company who can not be lured away with the right package of stock options. These executives want their fate and their careers in their own hands; if their team does well, they want to be rewarded.  This year, the venture capital industry will raise over $100 Billion in new funds. We will start over 6500 new companies in the hottest areas – Internet, wireless, broadband.  And where do you think we will go shopping? AT&T.

When Armstrong and his predecessor, Bob Allen bought the largest cellular company, the largest CLEC, and became the largest cable company in America, it was clearly a bold move. It is an equally a bold move to suggest that this plan, while admirable, was really a Hail Mary pass.

It’s now 4rth and long.  The present structure of AT&T will allow none of the four companies to grow and thrive. Their best executives will be picked off by venture capitalists and operations will lag.

In this case, the parts are greater than the whole.

