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	Thank you Mr. Chairman and Commissioners for inviting Global Crossing to testify today.  We have a unique proposal and we greatly appreciate the opportunity to share our views with you.     





By way of background, Global Crossing is a full service, all distance, telecommunications and Internet service provider.  We offer services both domestically and internationally and we are building the world’s first global fiber optic network.  We are also constructing data centers that will serve as the electronic hubs around which the Internet operates.  These data centers, or “web hosting facilities,” are the bridge that connects content providers to end users.  Inside the facilities are the necessary servers and routers that are used to store and retrieve information “on the Internet.”





	Walking through a data center is like walking through an electronic mall where companies such as Yahoo, The Motley Fool, and eToys offer products and services from servers that sit side-by-side.  The demand for web hosting facilities continues to grow and the market for such services is highly competitive.  Overall, the web hosting industry is expected to grow from $2 billion in 1999 to almost $15 billion in 2003.  To date, Global Crossing has constructed web hosting facilities in four states and two foreign countries.





With this background, it’s important to recognize the vital role that web hosting will play in electronic commerce and our nation’s economy.  The web hosting industry represents part of the foundation upon which electronic commerce is built.  Vendors, large and small alike, need the redundancy in power, the redundancy in connectivity, the physical security, and the technical expertise to make their businesses reliable and accessible to customers.  The converse is also true.  Without web hosting, we would likely see a reduction in online consumer confidence because the vendors’ web sites would not be as fast, secure, or reliable.





	To build on this foundation, we are proposing a modest way to reduce the cost of web hosting operations in the United States.  The proposal would impose a moratorium on sales and use taxes associated with the construction and operation of web hosting facilities.  The proposal also seeks to impose a moratorium on property taxes associated with the operation of web hosting facilities.





In practical terms, this means that the raw materials used to construct a web hosting facility, such as the bricks, mortar, alarm systems, bullet and explosion proof barriers, specialized vapor barriers and other basic materials would be temporarily exempt from sales and use taxation.  It also means that both real and personal property associated with the operation of a web hosting facility would be temporarily exempt from taxation.  Other tax incentives may also be needed to encourage the deployment and operation of these sites. 





A moratorium of this nature will provide the proper incentive to build a facility in a particular state thereby allowing for the possibility that web site customers will choose that state for their business.  In addition, the proposal provides the proper incentive for web hosting facilities to be built in the United States, as opposed to being built overseas. 





	In addition, this proposal will help spur investment in the United States and it is the type of investment that is necessary to sustain the information economy.  In addition to the current “rust belt” initiatives that try to retain manufacturing and industrials jobs, governments should find ways to create economic magnets in their states for purposes of benefiting the information economy.  Web hosting facilities serve as such magnets.





	The decision to site a facility means millions of dollars in direct investments to a community through rental fees, the purchase of sophisticated computer equipment, and new jobs.  Web hosting facilities also bring collateral benefits to a community when customers commit significant resources, such as purchasing hardware and software, and hiring full time technicians and programmers to work in and around a web hosting site.  For example, in Chicago, we estimate that more than $125 million dollars will be invested either directly or collaterally in the local community.





Finally, we can’t underestimate the revenue generated as a result of web hosting facilities.  A significant portion of the trillion dollar estimates of e-commerce will be generated as a result of the traffic being originated at a web hosting sites in the US.





	In conclusion, we hope that the Commission will view our proposal favorably and make the appropriate recommendations to Congress.





	I’d like to thank the Chairman for his leadership on this issue and I look forward to working with him and the other Commissioners as we move forward.
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