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SUMMARY

PaqeMart is an innovative paqinq service company,

dedicated to providinq cuttinq-edqe, cost-competitive paqinq

services nationwide. The company has pioneered both

technoloqical advances and consumer-oriented marketinq in

order to deliver innovative paqinq services at affordable

prices.

The hallmark of the paqinq industry is intense

competition amonq service providers. As a result of such

competition, the variety of services offered has mUltiplied

and prices have continued to decline. Yet a siqnificant and

qrowinq seqment of paqinq consumers is denied these benefits

because the eliqibility rules under Part 90 prevent

companies
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decline to market PCP companies' services. This, in turn,

deprives consumers of the demonstrable benefits of

competition, while at the same time cuttinq off PCP

companies from a substantial number of otherwise eliqible

business users, who obtain paqinq services throuqh retail

outlets. PCP companies are likely to be irreparably harmed

by the continuation of the current situation.

The Commission should implement its proposal to

eliminate the arbitrary and anticompetitive Part 90

eliqibility distinction between business and nonbusiness

users of paqinq services. There is no leqal impediment to

doinq so, and the policy rationale that at one time may have

supported the rule has been completely undermined by the

rapidly chanqinq marketplace. As in the decision to

eliminate individual eliqibility restrictions for the

provision of services by SMR licensees, the Commission

should recoqnize that eliminatinq similar restrictions for

paqinq services will increase competition, reduce consumer

prices, spur further technoloqical development, and advance

the public interest.
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COMMENTS OF PAGEHART. INC.

PageMart, Inc. ("pageMart"), by its attorneys, submits

these comments in support of the Commission's proposal to

enable paging licensees operating in the Business Radio

Service at 929-930 MHz to provide private carrier paging

("PCP") service to individual nonbusiness users, as well as

to other currently eligible users. See Notice of Proposed

Rulemakinq, FCC 93-112, released Karch 12, 1993 ("~").

Amendment of the PCP service eligibility rules will

stimulate further competition among paging companies and

allow all consumers to take advantage of the lower prices

and expanded services that will flow from such competition.

I. INTEREST OF PAGEKART IN THIS PROCEEDING.

PageMart was founded in 1989 specifically for the

purpose of providing high-quality, low-cost digital paging

services. Competing against entrenched, historically

dominant carriers, PageMart has grown to over 500 licensed

transmitters operating in 46 states; the company employs

over 500 persons. By the close of 1993, PageMart plans to
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be operating in all 50 states, covering every major

metropolitan area.

During its brief existence, PageMart has

endeavored to advance the state of the industry, from both

technological and business perspectives. For example,

PageMart was the first paging company to implement a system

for direct satellite control of its paging transmitter

network. This capacity has enabled the company to offer a

broad array of local, regional, and nationwide services,

using a common, nationwide frequency.

PageMart has been in the forefront of the effort

to integrate paging and computers. The company pioneered

the concept of a paging receiver that would meet the

specifications of the Personal Computer Memory Card

International Association. To date, several companies have

announced plans to introduce such products (~, Motorola's

NewsCard). PageMart also formulated specifications for an

advanced messaging system called "Personal Messaging

Information Service," which is designed to provide two-way

data transfer for portable personal computers.

Additionally, PageMart has begun preparations to provide

service to the new wave of users who will be employing

paging-capable notebook computers and personal organizers.

In brief, PageMart will be able to interconnect its

subscribers with all manner of electronic databases via

these portable computers/pagers.
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Of equal importance to PageMart's efforts to stay

on the cutting edge of technology is its dedication to

consumer-oriented marketing of pagers and paging services.

PageMart was one of the first to recognize the consumer

benefits of selling, rather than leasing, new pagers.

Additionally, the company has moved as aggressively as it

can (within the eligible-user restrictions imposed by

Part 90) to begin the retail marketing of its services.

Through dedication, technological acumen, and a

consumer-oriented business strategy, PageMart has grown in

three years of actual operation from a start-up company to a

major force in the paging industry. It is from this

perspective that PageMart comments on the proposals set out

in the HEBM.

II. COMPETITION IN THE PAGING INDUSTRY.

Traditionally, common carrier paging systems have

operated under Part 22, and private carrier paging systems

have operated under Part 90, providing arguably different

services to specified user groups, based on the historically

distinct public interest goals that underpin the pUblic and

private land mobile services. Common carrier paging systems

were intended to provide services to all users -- commercial

and noncommercial -- on a nondiscriminatory, first-come,



4

first-served basis.!f Private carrier systems were

intended to provide services to support the business

enterprise of the licensee or other similarly situated

business users.

For a variety of reasons that will be discussed in

detail below, marketplace realities have overtaken the line

of demarcation between Part 22 and Part 90 user qroups. The

marketplace has transformed the "eliqible user" distinction

that is the subject of this proceedinq -- a distinction

aptly characterized by the Commission as "arbitrary"if-­

from what at one time miqht have been a useful requlatory

tool into an anachronistic impediment to competition.

Competition has become the hallmark of the paqinq

industry. For example, a recent study of paqinq service

providers by the Paqinq Leadership Association (IIPLA")

showed that no carrier has more than 12 percent of the

overall paqinq market and that the number of competitors per

!f Althouqh the provision of service to individual,
nonbusiness users was permitted under Part 22 licenses,
historically the vast majority of common carrier
customers have been users with a business purpose.
However, in many instances in which an individual
obtained a paqer for business purposes (~, throuqh
his employer), that paqer was converted to dual use
(~, family members were qiven the number, as well as
business associates). ~ Pagers Get Personal,
Clarion-Ledqer, May 17, 1992 at Cl ("MobileComm
spokeswoman Jean Coppenbarqer said that people at first
use paqers for business purposes, but that nearly 75%
of paqer users employ them for makinq personal
contacts."). Copies of the articles cited in these
comments are attached hereto as an appendix.

if HEBM , 9.



local market continues to increase. 1t The increase in the

number of competitors in each local market appears to have

put an end to the tradition of domination of each market by

a sole provider. !it

As a result, business customers have enjoyed lower

prices, while being offered an increasing variety of

services. Although total paging industry revenues have

continued to grow by 10 to 15 percent annually, service

providers' revenues per pager -- reflecting the actual cost

to the consumer -- have fallen each year.~t Recent market

studies demonstrate that price competition will continue to

intensify among providers and that they will continue to

provide enhanced services as a basis of market

differentiation. §.1

Individuals who have no business purpose are able to

obtain paging services only from common carriers. with

regard to these customers, the carriers essentially enjoy a

monopoly, being sheltered from competition from the PCP

companies by virtue of Sections 90.75(c) and 90.494(a) of

the Commission's Rules. Feeling no competitive pressures,

R. Lane & J. Kealey, Paaing Study Shows More
Competition and Consolidation (hereinafter "Paging
Competition"), Telocator, October 1992, at 8, 10.

5

!it

~t

~t

~.

R. Wysor, Survey Shows Paging Growth and Predicts
Stable Revenue, Telocator, Aug./sept. 1992, at 20.

Paging Competition, supra note 3, at 12.
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the common carriers generally have no incentive to provide

this group of consumers with the level of service and

pricing flexibility available to otherwise similarly

situated business users.

For example, PageMart offers services to business users

on a local, regional, or nationwide basis, and has a low­

cost "pick your city" coverage offering that significantly

increases user flexibility. PageMart was driven by the

stimulus of competition to develop satellite distribution

technology, which permits lower cost network operation and

greater transmission location flexibility for wide area

service coverage in difficult terrain. However, the current

eligibility rules under Part 90 put such cost savings beyond

the reach of individuals without a business purpose.

By contrast, common carriers typically offer only

regional or local services; nationwide service to

nonbusiness individual subscribers is presently offered by

only three common carriers, and at rates substantially

higher than those offered by PageMart to its individual

business customers. Moreover, an individual subscribing to

a common carrier's regional or nationwide service generally

can access local coverage -- for which a much lower airtime

rate usually is charged -- only by exchanging a regional or

nationwide pager for a local pager, or by incurring the

inconvenience and significant expense of having to recrystal

the pager to a local frequency.
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The Commission correctly noted that the Part 90

eligibility restriction at issue in this proceeding

"arbitrarily deprives the user of the opportunity to compare

alternatives. "1/ PageMart's inability to pass on its

lower costs or offer its innovative services to nonbusiness

consumers typifies the inefficiencies created by the

restriction.

III. PCP SERVICE ELIGIBILITY RESTRICTIONS UNNECESSARILY
HAMPER COMPETITION IN THE CONSUMER PAGING MARKET.

Whatever public interest rationale originally justified

the rule preventing PCP companies from offering services to

individuals for nonbusiness purposes, it no longer has

legitimacy in today's marketplace. Personal paging is

growing at a dramatic rate, and manufacturers and service

providers are focusing increasingly on the relatively

untapped pool of nonbusiness consumers. Depriving these

consumers of the benefits of competition is wholly

unjustified and, as discussed below, may ultimately

undermine the long-term viability of PCP service providers,

thereby decreasing competition for business customers as

well.

1/ l!.5Ui 4( 9.
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A. The paging Market Focuses Increasingly On
Consumers without Business Purposes.

As the Commission itself has recognized, the market for

paging services continues to expand rapidly.!! A recent

study by Economic and Management Consultants International,

Inc. (tlEKCI") estimates that there were approximately 14

million paging subscribers at the end of 1992. The growth

rate for the number of paging subscribers in 1993 is

expected to exceed 19 percent, as at least a net of two

million new users are expected to subscribe for services. 2!

Some analysts have estimated that 60 million pagers will be

in use by the year 2000.~!

An anticipated boom in consumer paging underlies
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was only 3.2 percent in 1992, compared to average market

penetration rates in excess of 25 percent for business

uses •ill

Individual consumers are becoming increasingly aware

of the benefits of pagers as personal communication

devices,lll and pager manufacturers are now targeting this

group with a significant marketing effort. lil The use of

retail distribution channels to market pagers is likely to

spur further consumer demand. Retail sales of pagers

accounted for 20 percent of the market in 1992, and the

percentage is expected to increase to 50 percent by

1995. 111

PCP service providers, however, presently are barred

from competing for this huge segment of potential new

business. As is discussed below, this arbitrary skewing of

ill

ill

lil

111

~ Frost & SUllivan, u.s. Market for Radio Paging
(1992) at Table 9.14. Business uses include sales
occupations, executives and administrators,
professional specialties, health care, construction,
real estate, emergency and other services.

~, ~, Motorola Pagers Call on Consumers,
Advertising Age, February 25, 1993 at 25: "In fact,
consumer awareness of the personal benefits of paging
now appears to be relatively high and growing."

~' (Motorola planning to launch an $8 million print
and cable TV campaign targeting working mothers.)

L. Silberg, Pager Firms Target Consumers, HFD, Feb. 1,
1993 at 82. Pagers sold through retail channels tend
to be less expensive than those distributed by carriers
or their agents, "a key attraction of retail
distribution for consumers." Pagers for the Masses,
sgpra note 9, at 10.
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the marketplace will have substantial adverse consequences

for individual consumers, as well as for the paging industry

as a whole.

B. The Part 90 Eligibility Restriction will Have
the Practical Effect of Precluding PCP Companies
from Marketing through Retail Outlets.

The accelerating shift in the paging market to a focus

on nonbusiness use is pushing service providers to begin (as

many have already) an aggressive retail marketing campaign.

One of the most efficient means of pursuing such a strateqy

is to offer service through the established retail outlets,

including both general retailers, such as Walmart and Sears,

and electronics specialty stores, such as Circuit City and

Radio Shack. Consumers benefit substantially from such

retailing, of course, in terms of accessibility and

convenience factors, lower prices, and a wider variety of

service and pager options.

As a practical matter, however, these consumer benefits

are limited by the Part 90 eligibility restrictions, which

substantially inhibit a PCP company's ability to adopt an

aggressive, widespread retailing plan on a par with

companies not subject to Part 90. In order to market PCP

services through retail channels, retailers have to restrict

the sale of PCP services to consumers who have a business

purpose. In PageMart's experience, this creates a

significant disincentive for retailers to bother with

offering PCP services.
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Imagine the average, nonbusiness consumer in the

electronics department of a retail store, considering the

purchase of both a pager and a cellular telephone. with

regard to the latter, the salesperson would simply explain

the relative virtues of competing models, based on price

and feature comparisons. with regard to the pager, however,

the salesperson may have to forego a sale because the

customer is not an eligible Part 90 user.

Most retailers understandably are reluctant to become

entangled in this process. Two groups have suffered as a

result. First, individuals with nonbusiness purposes are

deprived of the demonstrable benefits of competition that

are enjoyed by consumers of business paging services. lll

Second, foreclosing the access of PCP companies to

retail outlets also will increasingly cut off PCP companies

from a substantial number of their traditional business

customers. As noted above, it is estimated that nearly 50

percent of all pager sales will take place through retail

distribution channels by 1995. Loss of access to one-half

of the market -- including that portion of the business

customer base that will migrate to retailers -- is likely to

cause PCP operators irreparable harm.

ill A lack of competition in the consumer paging market has
a particularly severe impact, because individuals with
a nonbusiness purpose for paging generally are more
price sensitive than business users. ~,~, Pagers
for the Masses, supra, note 9 at 11. (lilt appears that
a significant portion of [the consumer] market is
simply attracted by low prices. II)
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IV. AMPLE PRECEDENT SUPPORTS THE COMMISSION'S AUTHORITY
TO ELIMINATE THE PART 90 ELIGIBILITY RESTRICTION
AGAINST INDIVIDUALS WITHOUT BUSINESS PURpoSES.

The Commission should amend its rules and make all

individuals eligible to receive paging services from PCP

operators. Nonbusiness consumers of paging services would

then no longer be confined to the least competitive portion

of the paging marketplace. In addition, such an amendment

would allow all paging service providers to participate

fUlly in retail distribution channels, which will be the key

element of the evolving marketplace for individual paging

services.

There is no legal impediment to adopting this pro­

competitive policy. Four years ago, in PR Docket No. 89-45,

the Commission proposed to take essentially the same step as

it does in the instant li5UI. .au Amendment of Part 90,

Notice of Proposed Rulemakinq, 4 F.C.C. Rcd. 2589 (1989).

However, it retreated from that position in its Report and

Order in that docket, see 6 F.C.C. Rcd. 542, 544 (1991)

("1991 Report and Order"), not because of any question

regarding its statutory authority to make the change, but

apparently because it concluded that "individuals generally

do not have communications needs that cannot be satisfied by

existing [common carrier] options." ,Ig.

To the extent that such a conclusion was accurate in

1991, it certainly no longer represents a valid

characterization of marketplace conditions. As was detailed
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supra, common carriers generally do not provide the same

extensive and flexible array of services offered by private

carriers such as PageMart; to the extent that some do, the

price differential usually is considerable. This should not

be surprising. Absent the engine of competition, there is

little incentive for common carriers to offer their services

to individual at prices remotely related to costS. ill

Moreover, the exponential explosion in demand for

paging services outlined above is outstripping the capacity

of many of those carriers. ill For obvious business

reasons, most common carriers will concentrate their efforts

on serving their large commercial customers, leaving

individual, nonbusiness consumers in the lurch.

In short, while only two years may have passed since

the adoption of the 1991 Report and Order, the marketplace

has been substantially transformed. The HEBH properly

recognizes the Commission's obligation to reexamine the

ill

ill

This situation should be juxtaposed to the case

comments in that proceeding, the Commission found that
"all [PCP service] options are currently available to
individuals through common carrier systems." llll
Report and Order, 6 F.C.C. Rcd. 546 n.21. Particularly
when price considerations are factored in, that
conclusion simply is not true today.

As the Commission itself noted in its Exclusiyity NPBM,
at , 6, "paging companies have occupied much ofthe
available spectrum on common carrier paging channels
• • •• Common carrier channels• • • have been
allotted in virtually all major markets [and] PCP
channels at 150 and 460 MHz • • • have become
increasingly crowded as well, particUlarly in urban
areas. II
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wisdom of retaining regulations whose public interest

rationale has been undermined by intervening events. ~

generally Geller v. FCC, 610 F.2d 973 (D.C. Cir. 1979).

That certainly is the case here, where individual consumers

either are foreclosed entirely from access to many advanced

paging services, or must pay grossly inflated rates in order

to enjoy the same telecommunications services to which a

business user has access at competitive prices.

Put simply, there is no public interest rationale that

will sustain the status gyQ. The Commission should follow

the wisdom of its earlier decision to eliminate individual

eligibility restrictions for the provision of services by

SMR licensees. lll In that case, the Commission stated:

We conclude that restricting SMR service to
entities presently eligible under Part 90
eliminates an option for individuals • • • needing
all available land mobile service communications
service alternatives. Presently, these parties
must contract with cellular or radio common
carrier operators for mobile radio service. These
service providers, by virtue of common carrier
status may not be able or permitted to meet
specialized requirements of certain customers.
Also, SMR service often may be obtainable more
quickly and less expensively than other services
and can provide efficient radio transmission to
individuals who previously could not obtain or
afford radio service. 201

The very same considerations pertain in the instant

Eliminating unnecessary restrictions on the

~I

In the Matter of Amendment of Part 90, Subparts M and
S, of the Commission's Rules, PR Docket No. 86-404, 3
FCC Rec. 1838 (1988).

~. at 1842.
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eliqibility of individuals to obtain paqinq service will

increase competition, reduce consumer prices, spur further

technoloqical development and advance the public interest.

CONCLUSION

Based on the evidence assembled to date in this

proceedinq, PaqeMart submits that the public interest would

be served by the Commission's adoption of the proposed

amendment to Part 90 of its Rules set out in the HERM.

Respectfully submitted,

PAGEMART, INC.

By:
Phillip L. Spector
Paul J. Kollmer

PAUL, WEISS, RIFKIND, WHARTON & GARRISON
1615 L Street, N.W., suite 1300
Washinqton, D.C. 20036
Telephone: 202-223-7300
Facsimile: 202-223-7420

Its Attorneys

April 19, 1993
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The pager industry ~oresees the use o~ 20 mil pagers in the United
states by 1995 vs 11 mil now in use. The availability o~ pagers at retail
stores and a growing need ~or people to better manage their time account
~or the increased use o~ pagers. The industry is looking at the
public-at-large as a ..rket with great potential ~or growth. MobileComm
spokeswoman Jean Coppenbarqer said that people at ~irst use the pagers for
business purposes, but that nearly 75' of pager users employ them for
aaking personal contacts. 'Time Flies When Your're Not Bavinq Fun' author
Michael Fortino says that the pagers are not just ~or doctors, plumbers and
businesspeople on the move anymore.
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Industry Expects Rapid Gains in Diqital Cellular Market

Europe: Digital cellular .odel phones to triple their market penetration
by 1996

Journal of the Electronics Industry october, .1991 p. 12
ISSN: 0385-4515
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Paging Study
Shows More

Competition and
Consolidation

By Richard D. Lane and John M. Kealey

A recent study of the largest paging compa­
nies in the United States shows that the

trends of the past will intensify in the Mure.

A recent study of the largest car­
riers in the paging industry
indicates that consolidation

will continue in the 19905 and compe­
tition among remaining carriers will
intensify.

The study was conducted by the
consulting firm KPMC Peat Marwick
on behalf of the Paging Leadership
AsJOdation, a trade usodation com­
prised of the large paging companies
in the United States. The association
resulted from dramatic changes in
the paging industry in the 19805.

By the mid-l980s, the complexion
of the paging industry in the United
States had changed as a series of
acquisitions consolidated the frag­
mented industry into one driven by
large megacarriers (for example,
PageNet, Metromedia Paging Ser­
vices and MoblleComm) who came
to control a large percentage of the
paging market.

thise large carriers expressed a
concern that the trade organizations
that then existed did not provide an
adequate forum to discuss issues per­
tinent to I'IUUIing a mepcarrier oper­
ation. As a reswt, executives ofthe
large paging companies formed the
Paging Leadership Association and
decided to meet on a semi-annual
basis in IO-C81led PaSing Leadership
Conferences to diJcuu issues of spe­
cific interest to them.

One of the iDitial issues ctisc:uued
was the Jack ofabenchmark database
of financial and powth statistics to
be .sed in monitoring individual
company performance. During the
faD meeting in 1988, a majority of the
Jarge carriers agreed to develop a
multi-year database consisting of
semi-annual results from 1988
th1'ouP 1991. SubIequeDtly, ICPMC
Peat Marwick was ntlifted to com­
pDe the data and nport it back to the
participants.

Thij article preMIdI the hlghlipts
of the database. In reviewing the
dat~ it is important for the reader to
remember that the 6pres are bued
on self-reported operatin, relults
from • very _leet poup 0 COIDpa­
nies, most of which have more than
100,000IIIbsa6m.

The reported reve.ues and
expen.es cover only those items

OCTOBER 1992 TEI.OCATOR
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figure I. Pllging1MtlmhipAsIorirtiorI~Rewnw ,",,1 E.%peJues.
t Operllling Mtlrgin Ct»Uilt. of rrwmmlal~...-lJefm,.",.".g;ngetJr11'l1l'llU.zltatiDnJ

from JIfI"t"', deprccitation. inIaat...."'tats.
• 1988 aPU11990a" rt/l«t a~of"",it:iplmlllluringt. t«tmd halfoftIIdr ytIIT.

Source: Pilging ladership AssociIltion &rrdr"",,* Study, P1wes I-VII (1988-91)

tration level of,.6" ofaD pagers.
• Operating maJ'IlnIWoie capital

expenditures, interest, depreciation
and non-pasingEaDocations
have increased ltly over the past
three years to 21.8 ofrevenue.

• Capital expenditures, predomi­
nantly for network and subsaiber
equipment, continue to absorb a
lUgepm:entap 01sevenu.. (26" for
1991) in respontt to the rapid growth
in subscribaship.

• Productivity has increased iii­
nificaatly over the put four years,
with an aver?:: 611.bIcriben
per employee .! the IICOftd half
of1991 ucompared toGSdurinl the
first halfof 19118. .
More Competition

The Paging Leadeohip Association
study provides an exceUent look at
the PropelS the paA industry has
made over the put three years. The
important qutlUon ii, of courle,
·What does the future hold?- We
thinka lookat not only the studyelata

ante. This type of rewnue maused
&om 15~ of total revenue ill the lite­
and half of 1988 to 23" in the teCOI\d
half of 1991.

• Averl,e monthly reva..e per
pager was 12.23..aae IICODd half
of 1991, • '" decline &om the ume
period in 1990 and a decline of 13"
and 11~ from 1989 and1.,retpee­
lively. Equipment sales ud other
revenues contributed an a4c1iticmal
$3.63 per pager in the IeCOnd haJf of
1991.

•Digital numeric ,apn are the
dominant papr type, Wifh a NWRUe
.hare of 8O~ for the MCload half of
1991 verJus56" for the 8nt JtaJI of
1988. The~1Iftit lhareis
82" vemtl54" lor1"

• Alphanumeric ,as""are rela­
tively new to the marlcetplace but lie
slowly gaining mubt peaetration
with yeu-encl 1991 revtftue aNi URlt
share. of6~ and 3", IIIPIdively.

•Voice-man .ublCrfNnlUp hu
increased more than~ from the
beginning of 1989, r_chin& a pene-

Consolidated Revenue and Expenses ($ Millions)

111I .2JIi .1IG 1Ii1
Revenue

EquIpment Revenue $ 38 $ 46 $ 68 $ 95
OperatIng Revenue ~ .AM Z12 Jl§

Total Revenue t484 830 780 944

Less: Cost of Pagers Sold ~ ~ ~ L.A§

Net Revenue ContrIbution
from Operations $ 4S9 $800 $ 731 $878

Operating Expenses
Facilities 87 111 148 175
8aIes and G & A 235 316 373 438
Other ...1& ..J.1 ~ .J

Total 341 438 527 615

Operating Margint $ 118 $182 $ 204 $263

capital Expenses • 132 '186 $ 213 $ 247

directly usodated with daily paging
operations and do not include c0rpo­
rate allocation from the parent entity
(where there is one), nor depredation
or interest expenses. The survey par­
tiopants accounted for an estimated
45~ of the pagers in the marlcetplace
• year end 1991.

JtiahUshU
The results of the Paging Leadership
Aaociation's survey Jelled the oper­
ations of most of the nation', Jarle
papi carrieD but not nece.sarily
the hundftds of smaller ones. Here
.. lOme highlights:

• The participatinl companies
experienced annual powth rates of
18~ in subscribership and 13~ in
revenues for 1991, compared to
respective powth rates of 11~ and
12~ for 1990.

• A Irowinl percentage of the
COII\panies' revenues came from the
lilt of equipment and auxilWy Jer­
vices, suCh as pager protection, infor­
mation services and pager mainten-

•

.-
f

s..,
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Figure 2-RlwnueMix by Pilger Type
'Source: PllgingUtulershipAllocilltion BenclmuJrk Study, PIwts 1-VII (2988-92)

Paging is a growing industry and mation content and versatility ofpag­
Dallas is an excellent market but this ing services. The result will be that
level of increased competition has to traditional paging carriers will cap­
have an impact. That impact, we ture a portion of the data network
be1ieve,wJJlbemorepricecompetition market. How? By continuing to
and, ultimately, more consolidation. develop the alphanumeric market

and possibly by deploying the ad-
Enhanced Serrica vaneed messaging services (AMS)
Will the numberofenhanced IlUVices ~ by anumber ofcarriers.
increase in the future? Absolutely. he key question is not whether
The better question is, "Which ser- the pagina ~dustrrwiD expand its
vices will emerge in the future of this plOduet offering to indude enhanced
segment of the wireleIs communica- data; the key guestion is whether the
tions industry?" iDdustIycandO~vely. The

We predict that in the future the aurent papS wiD need to
industry will no Jonser view paging, be upgraded to handle large quanti­
cellular, SMR (Ipedalized mobile ties of data. In addition, as paging
radio) and data Detworb U IepUlde companiesmo~ the proauct
businesses but rather u products chain, they will e head on with
within the wirelas communications the finandal and technical behe­
industry. . mothsof theeenular,mobile data and

Paging began u an alert service computer industdes.
with tone-only fuDdion. There was Advanced data tenices are
an opportunity in 1M ambt to pro- attracting canpetitorl who today are
vide a simple, ecoDOmital and por- not competiag in traditional paging
table methocl for OIle penon to pro- markets, _eli u AT.T, DEC, IBM
vide information to aftother person and TRW. The data Detwark IMI'lcet
without bowing where the receiv- is aliadrIc:t:inI the otJhaJer counter·
ingpartywu. parIIoflGlDe~~COIIl-

However, the information pro- eel: Ame.ritech, . w, eTel,
vided has evolved &om allmple lone ~wlltlnllelludUSWEST.
page to full text mtlllges. The receiv- Should the pagiftl companies
ing party no lonpi' needs to be a per- worry about the neea to uppade
son; we can'flOW paae tIWIp, such as their network? Of course, but no
electronic biBboarils. But the basic: more than they worried about
foundation has not chanltd from a uPP.dina the networlcsltomanal.
simple, economical ana portable to dilitalor512baud to 1280baud or
method ofprovidincWormation. 2400 baud. Thi. new .,....de may

Paging carriers Will continue to be muth mort 1ipIfiaBf-the juJy
meet this market need. In addition, is .tlU out-but it is kline.. as
they continue to enhance the infor- usual to upgrade technol~gyin a

5."

Secwd Hair."J
,...

::.11

but also current events within the
industry may provide some insight
to the future.

Will there be further consolidation
in the industry in the future? Abso­
lutely. At the beginning of the study
period, January 1,1988, the study
induded such industry mainstays as:
Graphic Scanning, Cybertel and
MCCA. Since 1988, these companies
have been purchased by larger com­
petitors.

However, even with a high level of
consolidation, the industry remains
fairly fragmented. No one competitor
has more than about 12% of the mar­
ket and the number of competitors
per market continues to inaease.

This increase in the number of
competitors per local market is the
critical trend. Historically, although
no one carrier dominat-ed the U.S.
paging industry, most large markets
were dominated by one to three carri­
ers,while many metropo-litan areas
be-low the top 15 were dominat-ed
by one carrier. Given CUJTeJlt or con­
tinued expansion activities by many
of the major carriers, this local market
domination appears to be over.

During the 198Os, the trend toward
more local competition was true pri­
marily in the top 15 markets due to
PageNet's expansion activities. How­
ever, many more companies are now
opening new markets, and PageNet
is now entering second-tier markets
where there may not be room for it
without someone leaving. For exam­
ple,

·PacTel recently entered Seattle
and Portland.

•McCaw entered Dallas.
•PageNet opened in Atlanta, Dal­

Ju ancfmost majormarkets in Ohio.
• PageMart has entered most

majormarkets in the United States.
~aging is an extremely competi­

tive business, but the event. of the
last 18 months may signal more
intense competition that may lead to
more consolidation. For example, in
Dallas two years ago, the major carri­
ers with significant presence were
Graphic Scanning (now BeUSouth),
Metromedia Paging Services and
Paetel Paging. Since that time, the fol­
lowing carriers have entered the mar­
ket: McCaw, PageMart, and PageNet.
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distribution channels.
Paging carriers have been forced

to focus on costs. They have success­
fully improved productivity and will
continue to pass these savings on to
customers In the form of reduced
prices.

Balic Trends

The P~gi~g Leadership Association
study mdlcates that the basic trends
of the put will continue:

• Consolidation will inaease.
• Price competition will intensify.
•The paging industry will con­

tinue to migrate to enhanced services.
•The competitive mix will contin­

ually change.
- Networks will constantly need

to be upgraded.
However, certain trends will be

somewhat inconsistent with the past:
-The tines between paging, cellu­

lar, SMR and data networks will blur
~s the wireless communications
mdustry emerges.

·There is potential for value­
added pricing as the industry moves
away from such commodity line
produetJ u numeric display.

•Traditional forms of capital will
re-emerge.

•Information services will become
a reality.

The paging industry will continue
to experience significant change. The
companies that capitalize on these
chaftges will be greatly rewarded. It
should be noted that price reductions
wil! occur on the rates charged for
basic service (i.e., numeric display).
However, the industry'. overall aver­
age revenue per subsCriber may actu­
ally increase u more customers sub­
IICribe tohip~priced Im'ices, tum
u alphanumenc. •

technology-based industry.

Price Competition

Should pa~ing companies worry
about new competitors? Of course.
Computer, data network and cellular
comp~nies are financially and tech­
nolo,lJca11y strong. But paging com­
pames also have these advantages:

• A long history of providing low­
cost, high-quality service.

• A huge embedded base of over
12mlllionsubsorlben.

• A nationwide presence.
.Paging is by far the lowest priced

Wireless communications service.
Paging companies have long com­
peted on price and are well prepared
!O enter the data market with a signif­
Kant cost advantage over their cellu­
lar or ~omputercounterparts.

ThIS advantage lies not only in
competing for the data network mar­
~et but also in competing for addi­
tional frequency spectrum. If the Fed­
·eral Communications Commission
wants to allocate spectrum for
advanced messaging services to com­
panies with proven track records of
p~ovidinglo~-cost,high-quaJity ser­
vIce on an Intensely competitive
~asis, then paging should be the
andustry of choice.

By current estimate, one in every
20 people in the United States has a
pager. The high number of lub­
Icribers presents a tremendous
opportunity to paging companies to
market enhanced services to these
customen.

Paging companies have been suc­
cessful in migrating customers from
tone to numeric and alphanumeric
services as well u marketingacld-on
services such as voice mlJl. l'hae 12
million subscribers provide an excel­
lent opportunity for carriers to
u~ecustomers to advanced mes­
sagmg.

Many paging companies lIready
hive a nationwide presence. These
companies have well-developed
infrastrudures to provide network
services as well as back-office func­
tions, such as customer service and
billing. These companies have also
e~tabBsheddistribution channels in
Virtually every major metropolitan

•, market.,.

Capital for the Future

Will there be more capital available to
finance the future of the industry?
Yes ~ndee.d. Recent activity in the
pubBc capltal markets is an excelJent
sign of greater availability of capital
in the future.

However, the participation of
more traditionallOUJ'Cel of financing
(Remember banks?) would be help­
ful. When the paging inclustry had its
greatest need for capital, financial
institutions were reeling with their
own problems and, as a result, were
~nable to meet paging industry
needs.

As financial inatitutions recover
and paging companies continue to
improve their finandal performance
traditional sources of f:fDandng will
again be available. This turnaround
will probably not occur in the near
term-say, 18 to 24 months. How­
ever, by 1995, financial inJtitutions
may again be excenent sources for

. funding .working capital and net­
work expansion.

Sublaiber Ilevenua

Will revenues ~r subscriber con­
tinue to decline? Yes. Paging is an
extremely price-eompetitive busi­
ness. Competitors wlll continue to
focus onreclueing coats by passing
these savinp on to customers:

• Network costs are cleclining as
n~two!kcapacltles increase. The
DUgration from 512-baacl systems to
1200- and 2400-baud syst8nIlignifi­
~tly improves netwOrk productiv­
tty and lower. the co.t of serving
each customer.

-General and acIIniDUIrative costs
art dedin.ing as CIl'Jien continue to
mechanize back-office operations
and improve~oyee ~uctivity.
Units per empJojeeMat from as to
617 from the beginning of 1988 to the
end of 1991~_iccorclinl to the study. RidsImI D. Lane was fIte lCftiDr rtIIIUJft"

• Pager i;apital costs continue to lit KPMG lWt MIIt1Dil:k.,. this Itudy
decline as the palel manufadurels was annpltttd. Ht ;, now pneral ....n­
lower their COltS. Ilte'" of the teltcommllniclltion. tlivitilm

_Distribution chaMe) co.ts are .. lit Pllnaonic II1ith owrllli raponJibility
not necessarily dediniftl with the for pilling lindceRyl.~.lo1anM.
emergence ofretail distribution; ~ey is ~urtT of1M Pilging l.aMr­
however, this altemate cUJtribution Ih,p~~n Ilnd",.,,_t Ilnd dUtf
chaMel may help control co.ts by UtC~trwofficer ofMttromedill Paging
providing competition to traditional Seruit:a, Inc.


