11/ 02/ 1998

Al catel makes its presence felt

NEW chai rman and CEO of Alcatel Al sthom Serge Tchruk, is down to Kual a
Lunpur to preside over Alcatel's managenment convention for Asia Pacific
which will be held today. As a nmenmber of the Multinedia Super Corridor

I nternational Advisory Panel, he will also be attending a neeting of the

| AP with Datuk Seri Dr Mahathir Mhamad tonorrow. Tchruk was naned
chairman on May 31 1995 to replace M Pierre Suard. He speaks to VENDY LI M
on his plans for Al catel worldw de and for the region, particularly so for
Mal aysi a.

Q Since you took over the hel mof Alcatel Al sthom you have brought
about significant changes to the group? Wat are these changes?

A. Wen | joined Alcatel Alsthomin June 1995, | found a group with very
hi gh | evel technol ogi es and dedi cated teans, but which had not succeeded
in catching up with the dramatic changes of its nmarkets and environnent,
like liberalisation and gl obalisation.

Since then, Alcatel Al sthom had gone through an in-depth restructuring
and re-engi neering progranmme, refocusing on its core business -

t el ecommuni cati ons.

W gave it a worl d-wi de organi sation by product-lines, and in parall el
an energetic marketing effort was nade in order to regain profitability
and | eading positions in all sectors of activity.

Q Fromyour 1997 estimated financial results we see that you have
recorded 185.9 billion francs in net sales. This is a nmarked increase over
the previous year's results. How was this brought about?

A: The estimted earnings for 1997 rel eased | ast nonth confirmed the
continuing recovery of Alcatel Al sthom reflecting the actions undertaken
since 1995, in particular the growmh strategy inplenented for the buoyant
t el ecomuni cati ons market, coupled with the reduction in operating costs.

Looki ng at 1997, all business sectors showed an inprovenent, but | would
like to underline that tel econmunications played a najor role in this
increase in terns of sales and al so, which is not the [east, in terms of
profitability.

We experienced significant successes in key sectors for setting
tomorrow s networks for voice data or nultimedia services or for the
I nternet such as access, transm ssion or nobile conmunications.

Q Fromyour 1997 estinmated results statement, the deteriorating crisis
i n Sout h- East Asia represented | ess than 5 per cent of net sales for |ast
year. \What projections do you have this year for the region?

A. Alcatel takes a close | ook at what is currently going on in Asia, but
does not wish to commit on forecasts. Indeed, Asia offers a very
contrasting picture, depending on the countries, and al so different
reactions towards the crisis.

Sone countries like India or China, where Alcatel entertains a
significant industrial and commercial presence, are not affected by the
recent turnoil.

Looking forward, although it seens that it may take sonme tinme before the
situation settles down, we believe that the | ong term perspectives for
i nvestnents in tel ecom power and transportation infrastructure remain
unchanged, as they support economi c grow h.

Q How significant is the Asia Pacific region, especially Malaysia to
your group?

A: A group such as Alcatel Alsthomhas to be present in all the nmain



regions of the world, and obviously in Asia Pacific which has shown such
dynam smover the | ast decades and where reside nore than half of the
wor | d' s popul ati on.

Even though the region will go through sone necessary transition and
adaptation - which is expected in any kind of devel opment - we remain very
confident inits future and prospects.

Mal aysi a, al though not as popul ated as China or India, has shown sone
incredi ble growh and has established itself as a | eader in advanced
tel ecoms systens and services, both at home and abroad. It is also a
mar ket where we have established a solid as well as bal anced presence.

Qur Penang joi nt-venture manufactures the Al catel 1000 sw tching system
whil e we al so supply nobil e networks, high-speed transm ssion backbones,
submari ne networks, m crowave systens, private branch exchanges and
handsets. On the whole, we expect these businesses to grow over the next
few years.

Q Has the currency turnmoil in Asia affected your group business and
your investnents in the MsC?

A At this stage, although Al catel Al sthom has not experienced any nmjor
probl em due to the Sout h-East Asian crisis, we have adopted a cauti ous
approach by setting provisions for risks for 500 mllion francs (100
francs = RMB9. 90).

Busi ness and i nvestnent may tenporarily slow down, but not to the extent
that Al catel A sthomwould reconsider its long termstrategy in Asia.

Q Wiat are your plans for the Asia Pacific region in the
t el ecommuni cati ons sector? How much of this is for the Ml aysi an narket ?

A: Asia Pacific presents nany different |evels of devel opnment as far as
tel econs are concer ned.

A country like India still has a quite | ow tel edensity while Japan or
Tai wan enjoy very high |l evels of equi pment. Cbviously, their respective
requirements will differ. In any case, we believe we have the sol utions
and the teans to maintain and devel op our presence across Asia and to
respond to the various nmarket opportunities.

W& have extensive |ocal experience and presence in every country of the
region. We have forged strong | ocal partnerships. W intend to capitalise
on such assets.

In the case of Ml aysia, which has targeted a 45 per cent teledensity in
the year 2005, it is interesting to see that it is investing in the nost
advanced t echnol ogi es.

And that is related, of course, with its Miltinmedia Super Corridor
initiative. For us, this represents very interesting chall enges.

Q The corporate tag |ine of your conpany enphasi ses "high speed". Could
you el aborate on this?

A: Alcatel Alsthomis a French group with a worl dw de presence, which
can take the advantage of its local identity everywhere, |ike holding our
convention for Asia Pacific in Kuala Lunmpur. Despite this gl obal presence,
| think the group needs to be nore known and recogni sed by a bi gger nunber
of new coners in our business.

In addition, with the nature of its markets, changing dramatically and
the chall enges of its conpetition, Alcatel Al sthomneeds to act rapidly.

Thus | have decided to give a new inmpulse to our group and its inmage
both internally and externally, and suggested the "Hi-Speed Conpany"
concept which synbolises both our technol ogy and the m nd-set needed in
the conpetition today.

Q Since Alcatel's thrust into the Mal aysi an nmarket for
tel ecommuni cations digital lines, a few years ago, you have noved into
ot her sophisticated areas of the market in this country. What are these
proj ects?



A: Qur presence has evolved quite dramatically. W entered the switching
mar ket only five years ago for an 800,000 Ilines contract for Tel ekom
Mal aysi a.

Si nce then, we have supplied transm ssion backbone infrastructures for
Time Tel ecom and nore recently undersea networks running at 10 or 40
gigabits per second |like the Asia Pacific Cable Network or the SEA- ME-VE
3

We have penetrated the nobile infrastructure market with Tel ekom
Cellular. And our |ast projects have benefited fromthe MSCinitiative. In
line with that remarkabl e anbition, we are presently delivering to Tel ekom
Mal aysia what is going to be the | argest broadband infrastructure in the
worl d wi th nodes operating at speeds anmpong the hi ghest anywhere.

For the Petronas Towers, now the tallest office conplex in the world, we
have supplied a cable network infrastructure capabl e of handling 21st
century data requirenents

Together with Sapura, Alcatel has been awarded a data cable network for
t he Kual a Lunmpur International Airport in Sepang which we will supply nore
t han 400km of fibre optic cable both indor and outdoor. The cabling
infrastructure will support the airport's ATM networ k.

Q Your group believes in being a good corporate nenber of the community
and you have undertaken a Menorandum of Understanding with Universiti
Tel ekom Mal aysia to help it in research and setting up a chair anong ot her
things. Do you foresee your group extending a hand in other areas as well?

A W do not want to consider ourselves solely as a supplier of
networks. Qur anbition is also to participate in the long term devel opnent
of telecons in Malaysia and notably in the training of highly-skilled
engi neers.

This is why we have decided to sponsor Universiti Tel ekomfor which we
wi Il supply an ATM broadband switch, back the Multinmedia chair, help train
graduat e students and of fer Ml aysi ans access to sonme of Europe' s nost
advanced research and training centres.

Hi gh-1 evel education is one field in which Alcatel nowis conmitting
actively. We al so see possible | ocal synergies with Thonson.

In Mal aysia, Thonson has created a centre for advanced software
engi neering which has proven very successful. In order to increase our
scope and added value in that field, we will consolidate and harnoni se our
efforts.

Q How do you see the group noving in the future for Mal aysi a?

A: Qur presence in Ml aysia dates back to a few decades and, as
mentioned earlier, has rapidly developed in the last five or six years.
Now, we are in fact repositioning and enlarging our activities in
Mal aysia, as well as devel oping its regional inportance.

First, we want to take advantage of the opportunities offered by the MSC
and to that effect, we will create a regional conpetence and support
centre for all nultinmedia networks that are or will be installed in the
region.

The new centre will be located in the Corridor and will be staffed with
highly skilled engineers in multinedia and broadband.

Mal aysia's strategic inportance for Alcatel is further enhanced by the
very recent decision to use Kuala Lunpur as our new regional centre for
nmobi | e comuni cations. Al catel business systens' activities have al ready
set their regional base in Kuala Lunpur.

Anot her aspect of our partnership is linked with the internationa
strategy of Tel ekom Mal aysi a Bhd. We have been supporting their dynamc
i nvol venment in Asia and Africa where they have becone operators in
countries such as Sri Lanka, Bangl adesh, Qui nea and Mal aw .

In these markets, thanks to our cooperation with Tel ekom we have been



able to supply nobile and fi xed networks. And with their help, we hope to
see further successes in other countries.

As you see, Malaysia is not just Malaysia, and its strategic inmportance
is effectively gaining ground for the group

Q Apart fromyour being on the I AP, what kind of role is your group
playing in the MSC and what are your plans for the future?

A | first would like to say that being invited to this Internationa
Advi sory Panel (I AP) neeting is a great honour for nme. | look forward to
meeting Dr Mahathir on that occasion as well as working and exchangi ng
views with nmy coll eagues in the tel econms industry. As regards to our role
inthe MSC, | nentioned earlier that we are supplying a nati onw de
br oadband backbone infrastructure which will support the nost advanced
interactive applications in nultinedia. This is the | argest network of
that type in the world. We really are building tonorrow s hi gh-speed
t el econs today.

As for our plans in the future, we hold a |l eading position in the field
of broadband access with our ADSL technol ogy. It has already been sel ected
by maj or custoners worl dwi de and we hope for interesting opportunities in
that respect in Malaysia. Finally, Ml aysia could possibly becone a
partner in the SkyBridge project, an initiative fromAlcatel to provide
satel lite-based nultinmedi a servi ces.

Q You spend sone US$5 billion on research a year. What percentage is
this on innovation for the world wi de web?

A It is true that Alcatel is a conpany which invests a lot in Rand D
because it is necessary to anticipate the evolution and stay at the
forefront of technol ogy. Concerning tel econmuni cations, | would al nost
dare to say that 100 per cent of research is devoted to the Wrld Wde
Web! Internet will connect sone 250 million users in 2000. It has a 60 per
cent annual growth and tonorrow, there will be nore new peopl e connecting
to Internet than new subscribers to the fixed tel ephone network. |
consider that Internet is a major direction of our strategy: it involves
all our telecomunication and cable activities - transm ssion, |and and
submarine, access, with ADSL, radio or satellite, switching with broadband
and ATM on the infrastructure side. For terminals | can cite GSM handsets
and the Internet Screen Phone, an Internet tel ephone which will be
| aunched this year.

| can tell you, and maybe you will be surprised, that the area in which
we benefited nore fromthe Internet devel opnent in 1997 has been submarine
systems with transatlantic and Transpacific |links ordered to allow the
expl odi ng demand of capacity for Internet traffic!

t el ecommuni cati on sector, which contributes the nost earnings to the
group, on the Internet?

A: Tel ecommuni cations is without any doubt the core business of the
group. In 1997, it contributed nore than 80 per cent to the inprovenment of
i ncone fromoperation. Tel ecomrmunications sal es i ncreased by 17 per cent
in 1997, and our objective, is to be able to pass the narket growth in al
our fields of activities. Concerning Internet specifically, as | mentioned
earlier, you may consider that all our effort is dedicated to it in a way
or another, and that we want to becone one of the world | eaders of
Internet in the tel ecomruni cati ons networks.

A: As | said, we have established a close and strong partnership with
Mal aysia, and we are | ooking to the future. Hol di ng our managenent
convention for Asia Pacific in Kuala Lunpur is a sign of the inportance
and the conmitnent that we have for this country. It furthernore reflects
the confidence that we have in its ability to overcone its present issues.

( END)
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