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Prior to the divestiture of AT&T and the Bell o~rating comp:~ICf~ARY
telecommunications was a virtual monopoly, especially on the vOIce side of the business.
AT&T "owned" the marketplace in domestic communications, and interconnected with
other comparable companies in countries overseas.

The break-?! of AT&T established the largest long distance interexchange carrier (IXC)
and sev~~ ( regional Bell operating companies (RBOCs) for local telephone service, and
competItIon egan.

Competition emerged mainly in the IXC arena with MCI and US Sprint. The regulatory
environment continued to niake it difficult to compete against the RBOCs, until recently.
Over the past few years, the re~atory environment has "loosened up" relative to
guidelines for which~s of companies are allowed to do business in which types of related
telecommunications ousinesses (equipment, local telephone service access, caDle television,
information services, etc.)

Facing increased market competition the RBOCs continue to lobby for permission to
compete in almost every area of telecommunications including manufacturing, cable
television, information services, the proposed new superhighway, and the new personal
communications services (PCS).

TIle priJDary purpose of tills cIoeument is to ..,..d to the notice of proposed rule maid...
to implement the OllUlilMls Su" ReeoIlCilllldoa Ad of 1993, section ~(J) to tile
ColDDlunications Ad of 1'34. 'ftds..... .t to tile CollUDunications Ad pes the
Federal Communication Commission autlaority to eaploy competitive biddiq to award
licenses for use of the radio spectrum, called Personal Communications Services (PCS).

No. of~ rec'd /!J::?
Ust ABCOE L..CL..Y
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ATISSVE

TJle Miaority Buiaeu LepI DeleD. ucl had (MBELDEF) is a _-ploat
orpRization that acts as a aatIonai achuade npreIeDtative lor tJIe ....tty
business co.....unity on "portot issaes tllat~ tile class Interests ofJDInorlty busbies..

~ 1992, MBEWEF conducted a study of the contr~ and procurement practices
in the telecommunication industry (See Attached Exhibit).

Based on the results of our study we believe there is compellin& evidence that
telecommunications co~es continue to use their dominate marlCet ~tion to limit the
competitive access and development of minority-owned CO!DPanies in subcontraetin&
procurement of products and equipment, technology transfer, technical training, ana
meaningful development assistance.

Our examination of the industry revealed discriminatory contracting practices, specifically,
but not limited to:

1.

2.

3.

4.

5.

6.

using IftiIIOrIty companies as .......... _1eIy for the purpose of aeneratiq
volUJDe sales In order to meet MWBE participation goals;

controllilll tJIe proftt maratas that minority companies are allowed under
these "fronting" arrangements;

selling prodllds and services to JIIiIIority companies at different prices than
other purehasers for the same products;

refusal to offer minority co_pules tile same opportunity to jolnt-ventlu'e,
partner, or participate in acquisitions as offered to miUority-owned
companies;

restrictiq hiIh-teehnology tnnsfer to and from minority companies; and

limiting BIbIority companies to DOn-core business and low-teehaology
products and services.

Since divestiture, AT&T and the regional Bell opera~ companies (RBOCs) have
experienced stronge~ and asset appreciation. ID. addition, these companies are well
~itioned to benefit tremendously from the global growth underway in the
telecommunications industry.

Public Law 104-66~ tile 1IIw to JNf""It tile.. of -a ngtimwl rr;tlJIIl"-o

It it ill tile public inteI. dttIt~ bu.fintsfes be . . mIlXimum OJlJlO'lUllity to
sIuIre ill the new PCS lit:m.fe awtIIrls. ~
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DOCKET PARAGRAPH

Propote ..... Hide bIoeks of BTA=.. (Blocks C ·20 MHz a Block
D • 10 MHz). AddItionally propeII ted groups be able to pay Ofti'
time, with potential use of tax eertUIeates.

RECOMMENDA110N: Our consultation with various minority-owned
telecommunications companies have raised concerns over whether Block D
in the hi~r frequency r~e (over 2 aiaahertz) can be built out over the
short term due to techriicallfinitations. Tlierefore, we believe it is ~rative
that a minjmum of 20 MHz in the lower ~ctrum, Block C, be set aside for
minorities. A block of 30 MHz in the lowers~ would be an even
better candidate for set aside, due to the concern held by many that 20 MHz
may not be sufficient for a cost justifiable build out. H 30 MHz is r~ed,
the designated group holding a 20 MHz license may have to ~e a 10
MHz license in the aftermarket at great e~nse, and with associated
unresolved technical issues. Further recommen(i that tax certificates not be
used as they will provide no benefit to designated minority groups.

RECOMMENDATION: Payment over time is the only feasible way to
achieve any potential minority participation.

RECOMMENDATION: Minority companies should not be thrown in the
same pot with small businesses an(i rural telephone companies. Since certain
small businesses in non-telecom industries, as well as rural telephone
companies have n deeper financial ~kets" than minorities as a group,
putting them in the same category nsks the participation of minorities and
women in a competitive biddirig environment.

7. If Refereac:e to s.bstaatlal upfront payment to enter bidding. Later refereaeed
as approximately 3% of license val.e.

104. If Refereac:e to additional amout dae by winner immediately, to briq total to
2K of bid amout.

RECOMMENDA110N: Recommend the 20% down payment be reduced to
10% for qualified minority-owned businesses. Recommend the 3% of license
value be reduced to 2% due as upfront payment.

9. If Combinatorial bidding for aU BTA •s in an MTA, as well as combination of
spectrum within one MTA/BTA.

RECOMMENDATION: Recommend that desipted blocks for minorities
and women be exempt from combinatorial biddmg. Combinatorial bidding
will inhibit the intent of "distributing the opportunity".
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Auction fraaework.

RECOMMENDATION: The prooosed auction process~ to draw on
a framework develo~ in the 1~ Department of Iriterior Coal Lease
Auctions. A variety ofauctions procedures are required to address the UD;ique
problemsf~ smau companies in general, but more specifically minorities,
women and rural telephone compames.

The current auction approach is~ feasible for major co~e~
however, it is not feasible for small ariQ minori~-owned companies and will
lead to tremendous protest both legally and politically.

We believe that a streamlined version of the Department of Ho~ and
Urban Development UDAG program offers a more realistic approach while
achieVing a better result sought through a auction bid.

84. " Preventing windfall profits on resale.

RECOMMENDATION: FCC should consider a windfall profits provision
similar to the windfall profits tax applied to oil companies during the Gulf
War.

85.1f Propose that deferred payments becoIH iDlmediately due at resale.

RECOMMENDATION: The FCC should require execution of a PCS license
grant ageement; req~ that the amount of the deferred payments that
become immediately due upon resale shall be based on the percent.aae the
original purchase price the license bears to the resale price received by the
seIfer. FCC shoulC:l retains right to approve license transfer and seller agrees
to assume responsibility for the balance of deferred payments to the
government.

86. 1f Designated licensee remits all of pin on sale to the govenunent.

RECOMMENDATION: No PCS licensee should be r~uired to remit all of
the gain on sale to the government, but should be required to make payment
to tfie government under caIJital gains or windfall profits provisions consistent
with die Internal Revenue Code.

88. 1f Designated lleensee remits a portion of pin on sale to the govenunent, or
license cancels upon transfer.

RECOMMENDATION: The FCC should discour!l8e aggregation in general
and not in particular (by designated groups). Designated minoriW block
winners shoUld not be' discrim.1nated against in this regard. All licensees
should remit gains as described in paragraph 86..

46. 1f Proposed bidding methods include sealed bids for multiples.

RECOMMENDATION: The use of sealed bids will result in few, if 8:IlY
minority licensees. We recommend that designated license blocks for
minoritIes be exempt from sealed, multiple bids.

L8G.Q51 4
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50. ~

69. ,

73 & 74. ~

Refers to ale of the s.an ......s AdviIOl')' eo..tttee propelld
"bmovator· 8 biddial pleIenBce". ltepretellts a 1"' credit, baled 1IPOD
teduloJotieal iuovation, to~ participation by designated entitles
and stntelic sDUill basiness alHaaees.

RECOMMENDATION: "Innovator t s Bidding Preference" should be part of
the overall evaluation J?rocess; however, a 10% credit should be offerea, only
to majority firms/entities that include substantial minority partici~tion (i.e.
25% mjDlmum minority ownership ~cipation). !\pplicant should be
required to clearly demonstrate "Heated IeebnolQ&)' Innoyation".

InltaU=.t payments available to desipated entities, REGARDLESS
WHICH LICENSE 1HEY ARE BIDDING ON.

RECOMMENDATION: Installment pa~ents should be made available to
all entities biddina on a license; however, lo~r more favorable installment
terms should be offered to minority-owned busmesses to serve as an incentive
for larger entities to include minority-ownership participation. Minimum
minority ownership of 25% should be required to receive longer installment
terms.

'I)pes of pay8leDt methods lor ......... entities, ineladina evaIuadoD of
credit wortllbless. Also, Ilow slao.wlelault on payments be handled. SIlould
default resalt In license caBeellatioD? What about a grace period or an
opportunity to restructure payment plan?

RECOMMENDATION: Minorities applicants should be afforded the
opportunity to present their financial, managerial and technical ~abilities to
tDe FCC. lbiS would allow the FCC to evaluate the ability of the minority
licensee to succeed at the propose project. Default provisions should be
consistent with other government loan programs.

Lepl iMMI nbed by~ _1ItIeI. MlIIl lie 1lIpJIOIfed'=.-..
deIIIonstntllll preferences are sulJltudally related to the 0 of die
Buctaet Ad. Rural telcos and s.... businesses "could be uder a
more deferential judicial standard".

Could tile COJIII'e5sional objedlftlle satisfted siaply by dordiaapleIenaees
to small buiIlesses and other s.... -titles, and tllroqll this .... ,......
econolllic opportulty by ensUI'iDI dlat .tDorities and women are aftbnled an
opport1lDity to participate. If preferences are ties to minority or gender
status, how coufd judicial review be satisfied.

OBSERVATION: Discrimination in business, which is not prohibited by
Federal law, is widespread and deep-seated throughout the nation. The
impact it has on minonty-owned businesses is se~ere.
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On January 23, 1989, in what is ~r~ the best known case, .cilLDf
~v~. A Croson Co" 488 U.S. , 102 L.Ed.2d 854, 109 S.~
(1989 , the~preme Court struck down-the City of Richmond's Minority
Business Enterprise Ordinance as violative of the ~ual.J)roteetion clause of
the Fourteenth Amendment to the U. S. Constitution. For the first time, in
a six-to-three majority decision authored hI Justice 0' Connor, the Court
applied a strict scru~ standard to reject Richmond r s affirmative action
program for minority businesses.

The Court held that state and local governments may implement MBE
pr~ provided they demonstrate a compe1!ing governmental interest
Justifvina tile program (l.e., the present effects of past discrimination in the
marICet{>lace), ana if they "narrowly tailor" the programs to remedy the
discrimination identified.

The Richmond MBE Ordinance failed under both pro~ of the test
Richmond r s generalized assertions of discrimination and tiroad statistical
comparisons of disparities in contract awards to minorities versus percentages
of minorities in tlie overall population were found to be not probative of
discrimination. Moreover, Ricfunond r s program. was not narrowly tailored
because it benefitted classes of minorities ror whom there was no~c
evidence of discrimination. Similarly, the Court found no rational basis for
the size of the set-aside goal, no I~Cal en~ point for thepro~ and no
consideration given to tile use of less restrictive race-neutral remedies.

The Court reaffirmed, however, the less strict application of the standard as
enunciated in~ y. Klutmi.c:k. 448 U.S. 44&, 65 LEd.2d 902, 100 S. Ct
2758 (1980) pei1ai1i1Dg to federafMbE initiatives. There, the Court accorded
great deference to COngressional~ of past societal discrimination and
the "unique remedial powers of Co1J8less unoer Section 5 of the Fourteenth
Amendnient" Justice 0 r Connordis~ished this power from the comua,int
on state power found at Section 1 of tlie Fourteenth Amendment.

In the decision, the U.S. Supreme Court said that localities, before they could
adopt set-aside programs, would have to demonstrate that racial
discrimination ~amst minority enterprises actually exists in the area. The
statistical criterion that the court established was oased on the ration of the
fraction of "contract dollars" going to minori~ business enterprises which
were minori!f-owned in that year. This statistiCal relationship was referred
to as the "Utilization Percen~e Ratio," or UPR. If the value of the UPR
is equal to or greater than 1.00, there is no discrimination; if it is significantly
less than 1.00, this provides evidence of racial discrimination.

As part of the study, UPR' s are calculated for all minority-owned enterprises
in major geographic areas and three time periods using Census Bureau data.

For the total United States, during the year 1972, 1977 and 1982 the UPRs
were 0.13, 0.10 and 0,(>6.

Despite problems of statistieal estiaation, ODe conclusion C8Il be drawn from
the foreaoiD2 cakulatioDs with virtual certainty; cliscrimiDatloD alsts
throughout die United States.

,
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OBSERVATIONS: Almost every major jurisdiction covered in the FCC's
MTA and BTA areas have conducted studies to show that historical,
systematic, and institutionalized discrimination against minorities and women
exist and severely restrict their access to sources of wealth and J>!1W.er. The
hard evidence overwhelminglydemonstrates that economic~tiesbetween
minorities and whites remam considerable. Any statistical.p,rOfile of business
discrimination in the telecommunications induStry will valfdate this ·tion.
We beIieft a set aside for Iftbtorlty PeS Deense desipadon eoulf':ttsty
judieial rmew.
Use of cJiIIB_t iDeeIItifts for .....t aroups. For eua= deferred
payDlellt tenIls for smaD businesses aad tax certUlcates for rIties and
women.

RECOMMENDATION: The FCC should use the most lucrative for
minorities and women, due to minimal participation of these groups in the
industry today. Tax incentives are of little or no use to minority companies.

Reeluest ~ts on mech••i... CoBmduioD Jllilltt employ to promote
pnlerential obiectives • m.olt notallly fulfilling the statute objectifts and
eomportiq with the relevant case law precedent.

RECOMMENDATION: We recommend that the FCC operate the granting
of the PCS licenses to designated minority groups via a process similar to that
used by the U.S. Department of Housing and Urban DevelopmenttpDAG
grants. 24 CFR CHV (4-1-88 Edition) Subpart G. The FCC's mechanism
would be a streamlined version of the UOAG review and award process.
~plicants would have to co~te to be considered for project selection.
selected applicants would be given the opportunity to ~~e::nt their
ca~abilities, ~roject business plans and demonstrate firm cial and
technical capability to successfully complete the project.

The FCC would accept apJ!lications from MTA cities and counties on a
certain day of the month ana from BTA cities on a certain of the month.

The process would include:

criteria for selection
submission requirements
application review and presentation period
eVilluation criteria (point system)
submission of bid fiilancial commitments
execution ofpreliminary approval requirements
award dates/procedures

The FCC evaluation committee would announce PCS license award winners.

77. ,

1JJG.Cl51

Refers to establishing criteria Ibr tile enumerated endties. For .....
business, reliance on the deftaitIoD deviled by the SBA. For woaen,
DIiIIorides and rural teleos, reliance on existing COm.m.iSSioD rules and
policies.
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The FCC should rely on the small business administration I S definition of
eligible members of minori!)' groups, and the definitions of small business
concerns defined in 124.4 of tile SBA rules and regulations 13 CPR 121.4.

SIZE~S
The S iDeSS Act of 1953 bro~ defines a small business as
independently owned and not dominant in Its field. The act authorizes the
Administrator of the SBA to establish more specific, industry-related criteria
that can be used to iden!Jfy the small buSiness community in order to
determine eligJ.bility for SM program benefits, procurement set-asides,
regulatory exemptions and other forms of federal assistance. The size
standardS develo~ throup these criteria are of vital concern to every
business that considers itself to be small.

ft. 53.'

In 1978, the SBA initiated a comprehensive study of its size standards. Major
revisions were announced in 1982, including eliminating g~hiCal
differentials; basi!lg all SBA size-standard categories on tile Office of
Management and Budget I spublished Standard Industrial Classifications (SIC)
codes in lieu of written descriptions; e)jmjna~ broad-based non
manufaeturi~ size standards and replacing them with industry-SPecific size
standards; ehminating special size standarils for the surety bOnd guarantee
program; and increasmg small business size standards by 25% for 6usinesses
located in labor surplus or redevelopment areas.

Currently, the SBA uses two basic measures for size determinations: annual
receipts and employee criteria. The largest number of businesses in
agriculture, communications, construction, retail; trade, services (business,
eaucational, legal, membership and utility), and transportation are measured
by annual receipts criteria averaged over three years. The majority of
businesses in mining, manufacturing, research and devel~ment, and
wholesale trade are measured by employee criteria. A combination of annual
receipts and employee criteria IS used to determine size for some businesses
in major groups such as communications, minint transportation and utility
services. The non-manufacturer size standard 0 500 employees is used for
firms in retail and wholesale trade with regard to government procurement
of supplies.

Minorities iIldude black, hispanic, asian, etc. ID the past, the CoIBIBiuioD
has included womeD amoDI its groups eligible for certain prefereatlal
measures.

OBSERVATION: Evidence of discrimination against women-owned firms in
general is significant, however, discrimination ~ainst white-female owned
firms is not as severe as against other minority female-owned firms.

RECOMMENDATION:
• Non-minority owned small business, and rural telephone companies should

compete in a designated group and;

• Minorities and women should compete in a designated group

8
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77. , seek eo-..t o. whether 51...... to be mnaed by dIeIe JI'OIIPI, or wIIedIer
simple eoatrol is eao..... to quUfy~s of tile pereeatqe or tile eQIIIty
held. How en the FCC deter poteDtiai abuses where ress tho '"sIt,
ownership ud co.trol is involved.

RECOMMENDATION: In order to be efuuble to participate in a desipated
PSC license group an ~plicant concern mould be at least 51% owned and
controlled by an mdividuaI who is determined to be a member ofd~ted
group considered socially disadvan~ed. It is highly: unlikely that~ PSC
applicants will be eoonomicaJ~ disadvantaged as aetermiried by the SBA
FCC should require minority usiness to provide certification (or minority
status.

78. , How FCC call .sure deslIuted JI'OUps are aided, VI. others who~ us
a member of those groups to aehieve speeial treatme.t by tile CommiIsioD.

RECOMMENDATION: 51% minority control for entire license period should
be legally binding.

Should co.lIOI'tia be whollyo~........utly comprised of the prelereatlal
candidates to qualify for a p tiaI measure.

RECOMMENDATION: Yes, without guestion. Otherwise a large consortium
can give minority members a small piece of control or equity, and garner a
substantial portion of the bandwidth, locking out other snlall candidates.
Recommend that set-aside blocks are ineligible for combinatorial bidding,
thereby effectively exclu~ consortia. Consortia bidding on sin2le licenses
should require qualification similar to other entities (51% control).

OBSERVATION: A close investigation by the Minority Business Entequise
Legal Defense and Education Fund has uncovered "fronting" activity in the
telecommunication industry.

Resistance to the use of legitimate minority companies is due in part to the
perception bx many white firms that .participation by bonafide minority
companies WIll only serve to reduce theIr marKet share and profits.

The FCC should take appropriate steps to ensure that minority companies are
not~d as ".fronts" for w~te ~mpanies.to ob~ preferential treatment to
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79. , Should btstallmeDt paymeat beDeIIt apply to all deslpated eadties.

RECOMMENDATION: We are concerned that large rural phone companies
with deep financial pockets will end up with the same 1ienefit that small
companies, minorities and women. Perhaps small companies who are bidding,
as well as minorities and women should' be screened such that thC!y are m
similar or related businesses. This would insure that bidders can effectively
"build out" the PCS network. The FCC wouldn r t want to auction a ~
license to a small well-heeled co~ in the baael business, for example.
This could become a game of~ you have financial stability, but not
TOO strong a financial depth. Without pr~catioD,~ company could
playa game, be in an unrelated industry, an(l walk off with a PCS liCense.

80. , SBAC report addresses spedal banters to teIecommuieations anenldp
encoutered by minorities and women, and FCC seeks COllUlleJlt on its
condusions.

OBSERVATION: The SBAC reports finding are consistent with
MBELDEF I S report on discrimination practices in the telecommunications
industry.

95. , What reqllirelaeDts, bt addition to edstiq service speeUk quallfteations
should be _posed on prospedive bidders.

RECOMMENDATION: In the designated minority groups catego!'Y,
bac~ound in related indus~will cut down on speculators. AdditionallY, tile
SBA is well (}ualified to iden~ requirements and monitor performance.
Suggest their InVolvement in this area.

ft. 89.' Seek co....t on 8BAC· s propoal to allow ceJ1IIIeation of fluDclal
qualilleatioas to buDd and eoutnld bued upon "hiPIY eonftdellt" IeUers
from qulJfted btvestJDellt "nkiwl flnas, veature capital Iuds, ad 8BA
chartered Specialized Small Business InvestJDent Companies (SSBICs).

RECOMMENDATION: The FCC must establish a means of verification of
all financial commitments without regard for the source.

102. , Upfront payment required before bid. Possibly upfront paymellt is condition
of entry to auction premises.

OBSERVATION: Discriminatory to designated minority groups.

104. , Propose that the winning bidder wo8ld have to pay the FCC 2K of the
license price (less upfront payment) promptly.

RECOMMENDATION: 30 days.

105. , When shoBld 2K be due. If iBIIIlediately, hiP bidder declared auction
winner, completing the auction.

RECOMMENDATION: 30 days.

10
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123. ,
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106. , Poteutial additional time granted (1-2 .siDess days) to pay the ZK.

OBSERVATION: Time period too short for large sums.

ft. 100. 11 Return of uptront payments to nOD-winIlers.

RECOMMENDATION: Upfront payment should be refunded to non-winners.

109. • Should FCC retaiD. upfront payment Ifwillner is subsequently found iJleIIIIbIe
or unqualtfled.

RECOMMENDATION: No.

Propose to allow desipated eatitle8 to use insteD....t payaeat p.... with
interest. Should this preference be liven for DOn-set-aslde blocks. Should
this apply to consortia.

RECOMMENDATION: Yes, the preference should be across the board, as
long as the 51% control is adhered to. Recommend no as ~lies to consortia
ACROSS MULTIPLE BANDS, because this forces a "wmdow dressing"
approach.

Should JI'O of BTA' s witIUD .. MTA be allowed on a sealed bid huls.
M....t allow tial JI'O.ps to compete with other Uc:ensees, IHat .....t
exclude small business applicants.

RECOMMENDATION: There are so few minority firms with the nece~
financial resources to bid on all of the BTAs, we recommend that the
designated block for minorities be excluded from group bidding.

124. , Group bidding on all speetrum within a geography.

RECOMMENDATION: Exclude designated minority blocks.

128. , Propose studards for IlIiq FCC Form 401 where applieuts WOII1d be
required to deIIIonstrate available IInandaI resources to meet costs of
constructing and operating faclllties for 1 year.

RECOMMENDATION: The FCC should establish an ~lication review
process similar to that used by the U.S. I>epartment ofHo~ and Urban
DevelopmentjUDAG grants. 24 CPR CH V (4-1-88 Edition) Su1?P&rt G.
Applicants were required to demonstrate their financial C8{>acity to deliver the
resources necessary to carry out the activity, and commtt resources to the
project. In documenting the firm's commitment, the participating party must:

11
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Specify the authority by which the commitment is made, the amount
of the commitment and the use of the funds. If a portion of its is to
be self-financed, the participating party must evidence its financial
capability through a corporate or personal financial statement or
thfoug!l other appropriate means. H~ {'Ortion of it is to be financed
thro~ a lendirii institution, the partiCIpant must submit evidence
(i.e., letter of credit) of the institution's commitment to fund the down
payment, construction and operating facilities.

2. State the amount and use of the funds, and the number of net new
permanent and construction jobs to be created by the activity.

3. Affirm that its down payment investment is contingent upon receipt of
the license grant, and state a wiJJingness on the part of the si~tory
to sign a legally binding commitment for the oalance of the down
payment and installment sale upon preliminary approval of license
grant.

4. A "leplly bin~ commitment" means a le~ally enforceable written
obligation made Oy a private or public partiCIpating party to complete
a specified activity or set of activities wmch is approved as part of the
license grant proJect.

"11ae tature of ourr= wID depead ....YUy - IICaII to ecoaomie aa. political power
by all "r raelal,wy aad etIuI1e....... SIdI -.. DO only pro... IOdal
IIlll'DlOay, bat aI80 COBIpedtIc-. Ia ltlve atoba1 eeGDOBlY, people wIlo
eaJUlot support tltem It be subsidized ..., else. It Is tllerelore 810ft costly
to deny opportunity to tllose no can becoIIIe self-supporting."

~l u



MBELDEF Report .. tile u.s. eo,.. Pae1

11Iis ~ lnID ' ., • ., opiDicMII ad~
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TELECOMMUNICA110NS INDUSTRY MWBE SURVEY

telecommunications industry are dosed to them. As & result, most of the succ:essful minority

firms have relied heavily on participatina in the U.S. Small Business AdmiDistration •5 8(&)

Development Propam.

Of the top five DIGIt succeRfuJ~ finDs (baed on .... saIeI) ill the

teleconumJDie:ations iDduItry, all are either.......or curreDt partic:ipants iJl the SBA 8(a)

Propam.2

FU'IIII Q)II,,"M" .... dIey Ire raNly _IIId to ,.na,... OIl .... JIIojec:II with

telecommnnieatioDs COI"-'" IDd OIl .,...... pmjIcIa tbey are oaIy iIMted to bid

where a struD& iDdiaI....... that wI_ MWBE pardcipatioa they may DOt be the.
successful bidder. 0tberwiIe, they are ercIuded.

.
dominated by the -Old Boy- Detwork. Purdt-. IDlnaprs teDd to use the SlIDe white

companies over IDd aver-.'

:2 _ BJact Eaterprile Maprine 100
- U.s. Small Busjness Ad"JjnistJatioa 8(a) Cotl'l»etithe ADa1yIis, 1991

3 Interview No. 21



Many of the lODB-staneting relatioDSbips in the industry continue to exist in part, due

to the close-knit, pre-divestiture supply coDb'adl between AT&T aDd the RePouJ Bell

OperatiDB Companies. Most of the industry, 5 major suppliers and subcontrldOrS today are

the same companies that provided semc:e prior to divestiture. Many of tbae relatjcwbjps

Iuwe become institutionalized and seJf-perpetuatina

TELECOMMUNlCA11ONS INDUSTRY MWA SURVEY: SUMMARY OF FINDINGS

ItESPONDENTS

171 or 30.6% of the MWBB firms respoaded to the survey.

,., or 16.7% of the firms wIleD CODt8eted by~ eapre8ed ItI'ODI reJnc:tencoe to retpODd

to the survey,~ the foIlowiDI reaIODS:

• Fear of .......iatioD that tbeir c:oa..-.,would 10Ie the CODtr8dI they DOW held
°th • t.-.... •• •WI IIIaJOI' teacQ)mmumcaUODs C61·..aw;

• CoDcern about what the survey..beins CODdueted for; aDd

• Fear that their CODtpU)' JWDe would DOt be kept CODfideDtial



!!E,.,;;,8 ~~~~

DJiCiIiIjI....., P.n..ieilijii'ii.ii1Iai"ii..;;TeFiiii..;oD-ii_iii.iUi..idJc;;.ii.iii....iiii.~l1iii••Jl;;i)'

SMALL BUSINESS COOItDINATORS

are ineffective, not concerned and~.

companies.

company on a proposaL

1 •• .
te ecommumeat1ODS colli-mea.



TELECOMMVNICA110NS COMPANY RATINGS

developmental .ssiStJlDc:e:

Ameriteeh

ADixter

AT&T

Bell AdaDtic

Bell South

British Telocom

CoDtel

BriClSOD

Fujitsu America

GTE

Harris CmporatioD

Hitaebi America

MO

MITPJ..,

NBC America

North Supply

Nortbem Telecom

NYNEX

PMIfic Bell

RoIm Company

SoatbMstem BeD

UDited Telecom

US Sprint

US WEST

all MWBE rapcmdems: PAaFlC BE1..4 US WEST, AMERrrEaI, AT&T, respedhely.

The remajnbll COIllpa"ies were rated fair or poor.



fII=-_.

MWBE PROCUREMENT PROBLEMS

'1., of all MWBEs ideDdfied their DUJDber ODe problem as lack 01 work.

41.71> of all MWBEs ideJltified bet.... requiremeDts as a problem.

46.1.. of aU MWBEs ideDtified ... ,.,8.a' of imoices as a problem.

DEVELOPMENTAL AlSllTANCE

Only 14 or "' of mpcmdeJI1I iBdkated dIat die)' hIId received degeJopmeDta1

assistance beyoDd subcoatracIs or purcbIIes. 11Ie .ustnre received was IS foDows:

Wltbout~MWBE respcJDdeaD iDdkatecl that deve1opDlI8Iltal.llimme was

poor, or desipated NIA, DOt applicable.



0'I1IER EXPRESSED OPINIONS

t5.ft of all MWBEs suneyed feel that the telecammllUicltioas industry continues to be

monopolized by a few compauies.

8.'" of aU MWBEs lID"'" feel that miDorily COIIIp''' me UDdeJreprllleDted in the

telecommuuieatious industry.

~ of all MWBEs suneyed feel that miDarity COUIP'uies me beiDa limited to low

tedmoiOlY.

a.,.. ofall MWBEs lUNu)flCl feel that telecot"mI'nicatiODl COUIpADies 0D1y dobu±_with

MWBEs because it is tile law.

12AII ofall MWBEs lUI 'e,ed feel that teJecomn.unatioas companies offer equal CODtI'Id

opportuDities to minorities aud non-minorities alike.



CONCLUSION

DiscriminatiOli against minori1ies ClmDgna to dama• America' 5 economic and

soc:ial health.

It has become iDa'e•...,. rem·in a prosperous

aDd competitive -..w powK a II diir..., .otlDiDaridel to ex»mpete
; ::"~;,:~: :':::,;,~-,;: ::':,_ -"~',;, ::1.': ' ".,:.' ' <. ;,,!;~,,:"~'::;'::"~:~'.~: ,::i~,.;,;

in the he eaterprlse .,..., " .. 'i' .

~ .; . -.. '"

,~~~-"" ',T,,:~':",:'":~,':' >- .,,.........:.~~~~: ,;".
",' "~.:::,-<i::,':'i:;



MBELDEF Report to tile u.s. eo......

MAJOR CI'IY M1NORrIY POPV'LA110NS

69"0.9 1.9

La;-~~ ~ -_~_-~_Iack_+-__"_Allu_-+-_"_Rlspuk__-+-_Coa_biDecl__11_ota_lIs~
I AdaDta .. 67.1
;"'._,-----+-, ,_._,_.._..._-+------+------+-----~
, BostoD 25.6 5.3 10.8 4L7

39.1 3.7 19.6

29.5

Dell..

New York

75.7

2&.1

G.I

23.0 ..

...
)
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TELECOMMtJNlCATlONS LEGISLATION INTRODUCED

8. 4 - sponsored by Senator Ernest Holl1ngs (D-SC), this bill contains prOVisions
to establish manufacturing technology centers and to establish an information
infrastructure development program to follow up on the Gore II legislation.
(Introduced in Janu8IY 1993; approved by Commerce Committee on May 25 and
sent to the Senate)

8. 995-sponsored bySens. Inouye (D-HI) and Stevens (D-AlQ, this is a companion
bill to Rep. D1ngell's spectrum bill; this bill also contains an exper1mentalspectrum
auction provision. (Introduced in Febru8IY 1993; approved by Commerce Commit
tee in May 1993: budget reconcUiation legislation 18 scheduled for markup onJune
15. 1993)

8.570-sponsored by Sens. Exon (D-NE) and Grassley (R-IA). "The Local Exchange
Infrastructure Modem1ZaUonAct of 1993- requires the FCC to direct local exchange
companies to coordinate network planning and technical standard development for
the deployment ofadvanced network functionality in the public switched network.
Local exchange carriers would also make business arrangements to share network
functional1ty with other local exchange carriers lacking economies of scales or
scope. (Introduced in March 1993; referred to Commerce Committee)

8. 1014- sponsored by Sen. Dennis DeConc1n1 (D-AZJ to prohibit the regional Bell
companies from participating in the alarm industry business. (Introduced in May
1993; referred to Commerce Committee)

8. 1088 - sponsored by Sens. Inouye (D-HI) and Danforth (R-MO), this measure
would allow cable companies into telephone servtce and permit telephone compa
nies to provtdev1deopJ"OlP'8D1Dl1nlundercertainconditionS intheirlocalareas. The
bill requ1resseparatesubaid1ar1es, theopen1nlup ofnetwortsolall types (including
wireless), unbundling of services and resale requirements, and l1m1ts the use of
customer 1nformaUon. State regulatory ban1ers to entry into the local excbange
marketwould beprohtbited.leadingtotheentryofmanyproviders oflocal exchange
selV1ce. including cable companies. (Introduced in June 1993)

B.R. 707 - sponsored by Rep. John Dingell (D-MI). this legislation reassigns 200
megahertz ofgovernment-owned spectrum to private sector and non-federal uses.
Thebill does not address spectrum auctions. (Introduced inFebruary 1993: passed
House in March 1993)

B.R. 820 - sponsored by Rep. TIm Valentine (D-NC) to promote new technologies
to increase U.S. competitiveness. ThiS bill, a companion to S. 4, passed the House
on May 19 by a vote of 243-167. (Introduced in February 1993)
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B.R. 857 - sponsored by Rep. Mike Oxley (R-OH), this legislationwould reallocate
spectrum through a competitiVe bidding process. (Introduced in Febru8JY 1993:
referred to Telecommunications Subcommittee)
H.R. 1312 - sponsored by Reps. Boucher (D-VA) and Fields (R-TX). "The Local
Exchange Infrastructure M~erniZationAct of 1993,- introduced as companion
legislation to S. 570, requires the FCC to direct local exchange companies to
coordinate network planning and technical standard development for the deploy
ment of advanced network functionality with local exchange carriers lacking
economies ofscale or scope. (Introduced in Febru8JY 1993: referred to Commerce
and JudiC18JY Committees)

B.R. 1504 - sponsored by Reps. Boucher (D-VA) and Oxley (R-OH), "The
Communications Competitiveness and Infrastructure ModerniZation Act of 1993
would allow local exchange companies to offer video programming services in their
own service areas under certain conditions. It requires the deployment of a video
d1a1tone platform, a separate subsidi8JY for video programming. and other safe
guards. (Introduce in March 1993: referred to the Commerce Committee)

B.R. 1707 - sponsored by Rep. Rick Boucher (D-VA). "The High Performance
Computing and High Speed Networking Applications Act of 1993- establishes a
federal interaaency program to develop network applications for computer and
network technologies for education. healthcare. libraries and the pnMs10n of
government information. (Introduced in April 1993)

B.R. 1757 - sponsored by Rep. Rick Boucher (D-VAl. this leglslation establishes
a government program to develop inftaatructure-related computer appllcat1ons.
(Introduced in April 1993; three Science Subcommittee hearings held inApril and
May 1993; approved by Science Subcommittee on June 21; approved by House
Science Committee on June 30)

B.R. 2284- sponsored by Rep. John Dingell (D-Mn, this leglslation is des1aned to
allocate S. 1134 (passed House May 27, 1993) P.L. 103-66. Changed the law to
permit the sale of a -national resource- (radio frequendes. The intent is to action
otT ns:I' personal communication service bandwidth as a way to bring money into
the federal treasury.

FCC Gen. Docket 90-314. September 23. 1993
The Federal Communications CommJaston has authOl1Zed new personal commu
nications services (PCS) in a new 2 GHz emergmg technologies bandwidth. The
Omnibus Budaet Recondl1ation Act enacted August 10. 1993. authOI1Zed the FCC
to use competiUvebiddingprocedures to award PCSlicenses. Spec1al opportunities
for partidpation by small businesses. rural telephone companies and businesses
owned by minorities and women are provided in sections 309 0> (3) and (4) ofP.L.
103-66. Separate notice of proposed rule making on competitiVe bidding proce
dures were adopted on September 23, 1993.



ANECDOTAL ACCOUNTS nOM INTERVIEWS

WI'I1I MlNOR1'lY-owNm BUSINESSES


