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MEMBERSHIPS

Asia Business Association

Association of Black Women Bntrepreneurs

Local Black Business Associations

Black Chamben of Commerce

Hispanic Chamben of Commerce

National Minority Supplier Development Council

National Association of Minority Contractors

NAACP

National Association of Women BusiDeIS Owners

Nationil Center for American Indian Enterprise Development

FINANCIAL

Certificates of Deposit in Minority-C>wned Banks

Lines of Credit to Minority-C>wned Banks

Investment in National Minority Supplier Development Council's

Business CoDmrtium Fund (BCF).
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RECOMMENDATIONS

ESTABUSH MEANINGFUL DEVELOPMENTAL ASSISTANCE PROGRAMS

Major telecommunications companies must es18bHIh structured assistance prOlf&DJS

that help develop viable minority-owned companies.

The PfOII'8IDS would involve identifyiDa MWBEs that demonstrate long rqe

capability and goals to competitively serve die telecommunications industry. MWBE

capabilities would then be evaluated to establish their dlssifieation IS:

- Development Stap

- Emerging Stage

- Mature Stage

Assistance plans would be structured to .... tile development Deeds of MWBEs

dePending on the stap of development aod IdUa1 company capabilities.

Development .-meldS would be estabHshed between MWBEs· IDd major

telecommunications CODlp'nies autUni• tile development plan terms and conditioDS tbat

comply with all Federal aDd state laws aovel'DiDl MWBE programs.

TlaeaewDenlDp••a.AllJa..Pi. ._.....,............w•• ' fly

iJIereulIII the ber of MWBEs neeI _ber 01~ or COIIII8d

anrds each ,... _pIaaIU OD _pi_lAd dIat .... daae .

viable bale of MWBE ..ppIIen capable of COIBIMdtite prodlldl ad to

tile ladutry,



MWBE MANAGEMENT ASSISTANCE NEEDS

Personnel Management

Customer service

Vendor Relations

Contract Administration

Employee Loans

Purchasing

Inventory MaDqement

Budgeting and Forecasting

Cash Management

Strategic Planning

Risk Management

MWBE TECHNICAL TRAINING ASSISTANCE NEEDS

Technical Apprenticeship TraiDina Propams

Technology Transfer Programs

Systems ElJIineeriD& and Desip

Facilities Management

Statistical Process Control Systems

Project Analysis

Bid and Proposal Preparation

Product Development

Employee IAans

MWBE FINANCIAL ASSISTANCE NEEDS

Multi-Year Contracts

Joint-Ventures

MWBE Capital Development Funding

Joint R&D Contracts

Special Equipment 1DaDs

Increased ContnbutiODS to (N.M-SD.C.) BCF Fund



ESTABLISH INDUSTRY-WIDE MENTOR-PROTEGE PROGRAM

It is common knowledge that many of the successful companies in the telecommuni.

cations industry became major subcontractors and suppliers as a result of special assistance

they received from larger companies in the industry. These companies have developed

special relationships with small manufacturers, subcontractors, and suppliers, who often lack

the sufficient financial, technical, or management resources to succeed.

The telecommunications industry should establish a formal Mentor-Protege ProJram

in order to:

• Foster the establishment oflema-tenD reIat:ioDships betweenminorlty-owDed firms

and major telecommnnicatiom COJDP'nies;

• Increase the meraIl participation of miDority subcontractors and suppliers in the

telecommunications marketplace; and

• Provide JDO'nrinafuI deveiopmental8llistaDce to enhance the lOlli-term capabili

ties of minority-owned companies in the industIy.
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INCREASED CONTRACf OPPOR.TUNITIES

The assistance beiDa offered to MWBEs is aeneratinspurchases and subcontracts that

are not part of a real business development plan. Consequently, the minority companies

that have experienced growth in the industry fOUDd their growth to be extremely voJatile and

unpredictable. Dramatic increases and decreases in purchases and subcontracts from year

to year reflect the lack of any real business development plan.

MORE LONGER-TERM CONTRACfS

Too many MWBEs are constrained to short-term contract opportunities. Telecom

munications companies need to pnmde ......... &era eoIItradI to MWBEI, including the

opportunity for more mature MWBEs to operate u prime contractors in order to develop

real growth capacity. Telecommunications companies can identifyspecificproduct or service

niches that offer long-term growth opportunities, and serve their own growth and network

needs.

These long-term contracts would be structured to allow MWBEs reasonable profit

margins which over a specified development period would allow MWBEs to become

financially viable.



HISTORICALLY BlACK COLLEGES AND UNlVERSmES (llBCUs)

Utilization of historically black colleJeS and universities for higb-teebnology research

and development, studies, and grants must be increased. The telecommunications industry

is spending billions of doUars annually on research and development with only nominal

R&D projects going to historically black colleps and universities. 'Ibis becomes abundantly

clear when compared to the assistance provided to white colleges and universities by major

telecommunications companies.

Many of the HBCUs have excellent applied science and en,ineeriD& proarams that

are continually imprOYiDl manufacturiD& methods, mauapment techniques, experimental

research, and product development propams.

At. key tIadiIII 01..- Itady reteaIed ........ Be .. teIeeoIul."' ..
....... P......... __ By 01 tile .atI•• •• 1d••rIcaIIy bIIICk cou.a or ......

ThiI &Merely limit• ......" no to iflCialt ......"...." tile

qaaIIfIcatlouud/or a •••Iit.eI., aha __tty CHI...... ao cIaoIce to Idre

white •••aaert-l ad ....1a11ae1p.26

26 An Ipmtjpmg "'n me FeasfliIily t(Pre.... a TOJcmmD!1IDigriom ra..
at Oark Atlanta Ugiyegig. March, 1990.

.. I



~MBEiWiLDEFn::iI!et!!i::=rt:;to'idle;;;::u=.s.=-Co_.,.;;;._I" P~
MWBE De1relcIpIHm. PI....

Historically black colleges and universities could work closely with telecommunica-

tions companies to establish curriculum which would introduce, but not be limited to:

Today I S Communications Networks

The Future of Telecommunications

Exploring Transmission Technologies

Standard Organizations & The ISO Reference Model

Voice Communications

Data Communications

Local Area Networks

X25 Packet Switching

T-l Networking

Transmission Via Cables

Transmission Via Satellite \

Transmission Via Microwave

Message Systems

Cellular Audio

TelecommunieatiOllS companies could spoDIOI' MWB~ to atteDd these HBCU

programs. Continuing Education Unit (CEM) a'edit could be awarded for participation in

qualified programs.
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SPONSOR MWBE APPRENTICESHIP PROGRAMS

Telecommunications companies should establish and sponsor MWBE apprenticesbip

outreach programs. Most of the technology, products and services in the iDdusuy require

certificates of training.

The apprenticeship programs would help minority companies develop their teclmical

capabilities as well as stay abreast of the industry. s rapid technological c:baD&es.

Apprenticeship training could be provided at the educaticmal fadJities of major

product and equipment manufactureD, as well as hiItoricaJIy black colleges and universities.

The programs training would include but DOt be limited to:

?t'p••••..".,......RZp!

InstaJJaDon

Operation

Maintenance

'DB. 'r.'m10s
Central Office Equipment IDstaIler

Central Office Equipment Repairman

Microwave TecJmidan

Fiber Optics InstaJJer

Camer Repeater IDsta1ler
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ESTABUSH MWBE TECHNOLOGY TRANSPER PROGRAM

Many small development stale companies have introduced new technologies and

innovative products and services to the telecommunications industry.

TelecommunicatioDS companies should establish as spec:ial MWBE prOJ1'8lD in order

to Jive MWBEs the opportunity to introduce their new teebnolOlY-based products and

services. MWBEs would be able to submit proposals to the program for beta test and

spec:ial demonstration projects.

TechnolOlY traDlfer aareements would become part of or be separate from any other

developmental assistance plans. TechnolOl,Y traDlfer can only lead to developiDa \liable

niches markets for MWBEs and enhanced products and services for the industry.
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SPONSOR SPECIAL TELECOMMUNICATIONS INDUSTRY SEMINARS

The seminars would be aimed at assistiD& MWBE vendors in the telecommunications

industty. It should be noted that standard MWBE trade fairs and conferences fail to

address the industty-spedfic needs of MWBEs.

Mono,., telleel m-leatIoIu......, .._ do .. Iadade at.oI'tty " ••a

deftJo......t ................ lDtIIeIr.1 'as, d Nor.... tlaeladutr)'pnntde

aD)' speelal anlJtuce to MWBEs Ia order com..•.. am partIdpate u

atteDdees, exldblton, IPuterl, ad tnIaerL MWIIEI aft 1I.'ted to at.oI'tty ......

lairs ad eoDleJeMII .. to tile COlt Gf ad ........ at ..... ....."

_iDUI, coupled wItII • lack of MWBE .eIl 6rh by tell~..kIIt:oal

ulOdatlou ad eo.,......

.,.
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FlNANCIAL ASSISTANCE

The National Minority Supplier Development Cound1 (NMSDC) has recognized this

challenge and has made a dramatic breaktbroup in establisbing the business coDSOl'tium

fund (BCF). The BCF is available to ptoYide Jqistered minority vendors with needed

capital at affordable rates and offers an ojJportunity for larger companies to profit by

investing in small minority-owned businesses. The BCF is a loan fund that is used to spur

involvement by the Dation t s traditional source of vendor financing - commercial banking

- while at the same time minjmizing the amount of interest to be paid by the vendor. The

BCF has been very successful with significant accomplishments.

AT&T and the Regional Bell Operating Companies, along with GTE aDd Ie'eI'B1

other major telecommunications companies, participate as national corporate members of

the NMSDC, and have made investments in the BCF ranging up to $1,000,000.

AT&T Small Business Lending Corporation (SBLe), a subsidiary of AT&T Capital

Corporation, has recently been approved as a Uceused participant in the U.S. Small BlIsiJM'SC

Administration •s business lending program. AT&T will ptoYide loans to various small

businesses, but initially will focus its efforts in the franchise market.%7

%7 SBANews, No. 92-2 Release 1-8-92.



With more than $1.6 billion in assets, SOO,OOO customer accounts and 2,000

employees, AT&T Capital Corporation is one of tbe larJest equipment-leasina and fiDance

companies in the U.s. It provides fiDaM.,. for both AT&T and non-AT&T products,

including transportation, office, computer aud DWIIIfacturing equipment. Hopefully, AT&T

SBI.C will use its financial resources to help develop minority-owned companies in the

telecommunications industry.

JOINT-VENTURES, PAIlTNERING, AND ACQUIsmONS

Major telecolllJDUDieations companies coatiDue to be reluctant to formjoint-ventures

and partneriDB relationships with minority-owned companies.

Minority c:ompenies offersubstantial opportuDities to telecommuDie:atioDsemil'".
looking to lower expenses, capture new market sbare, IDd acquire new teeImo1o&Y. MiDority

companies are capable of teaming with tbe telecommunications companies to capture

international market opportunities, ie., Eastern Europe, Africa, and other developiDa

countries.

Minority companies are also in need of equity capital in order to JfCJIN and develop.

Major telecommunications companies should CODSider investment in minority-owned

companies as they divenify their businesses, ie., iDformadon services.
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FEDERAL ACI10NS REQUIRED

Government must take the lead by enacting legislation that will ensure more

meaningful minority business development programs. It is in the public interest that

minorities be allowed to compete and grow in the telecommunications industry.

(1) Balld oa put aatkl 'I .IIIM 817 tile

teIeeo _ ..,., die .ua F.t .,81 ..........., _
lID" specUIe ......." ud de•.,••! JHOIi'" the ......

utDIties lad• ..,.,

(2) TIle State 01 CaI'&nda IlII.1I F'." adoB, tIIo... tile ........

moDitorlDr. ..Ilk.., edft '...

(3) New.......... 1aehIde ex"".........,..,..•..,... pu...C.t IJr

violatiODS 01 tile law,

(4) MeuiDIftd ....It). .... .....,..... JR'CIII'IUU .ut be

eItabIIsIled, -.M.nd, ad Peden1ad .........

(') eo....CD__cIIIcrmda8tIeJl '• ."...IftraDy_ ....

01 cI.IIcrImIudoa ... aacI by ' I ad Ioc8l .., to IMd

remecIIaI dauUleadoD. that the SlIp Cout arped tIIey allWd do _ tIIelr
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CONCLUSION

Discrimination apinst minorities continues to damaF America' 5 economic and

social health.

It has become iDaaIiJIIIy more evideat dIat America cunot remain a prospII'OUS

and competitive world power wbDe contiDuin& to limit the ability of minorities to compete

in the free enterprise system.

This is so because minorities represent 1be '-est JrOWiDI segmeat of the Dation •s

population. While tedmolOlical advaDcemeDls in the telecommnnicatioDs industry will

continue beyoDd the 21st centuIy, we JDUIt~ that people have always~ our

society's most important resource.

Our challeD&e is to IJ'IIft'imj- the diItIlNIdaD of skiDs, Ja10wledIe aDd ecoDOJDic

opportunities available to all of the various IfOUPI of our multicultural, multiradallOCiety.
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MAJOR CITY MlNORI'IY POPUlAnONS

P!E2!

aly 4IJiI Black "MIa 4lJil1IIJpe-k Coablaed Teals

Atlnta 67.1 0.9 1.9 8.,
Dostoa 25.6 5.3 10.8 41.7

Cblcaao 39.1 3.7 19.6 62A

DaDas 29.5 22 20.0 52.6

Deaver 128 24 23.0 31.2

Detroit 75.7 0.8 28 79.3

HoustoD 28.1 4.1 27.6 59.1

Los ADaeJes 14.0 9.8 39.9 63.7

MlIUIIi 27.4 0.6 62S M.5

New York 28.7 7.0 24.4 60.1

Philadelphia 39.9 27 5.6 4U

SuJose 4.7 19.5 26.6 5U

Wahl....., D.C. 65.8 0.7 13.4 79-'

Sounle: u.s. CaIuI ..... - OdIIlas.aoo or IDOI'C il19!1O • ap dlali I:ii
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DIVES'11TURE OF AT&T

I. BACKGROUND

On November 20, 1974, the Department of JUItic:e, on behalf of the United States,
instituted an action .nst American TelephoDe aod Te1ep'aph Company (AT&T), the
parent organization, Western Electric Compuy, IDe., its wbolly-owned manufacturinI
subsidiary, and Bell Laboratories, Inc., its joiDtIy-owDed research and development arm,
alleging that they bad YioJated Section 2 of tile Sherman Ad (15 U.S.C. sec. 2Y- by
conspiring to monopolize the domestic telecO'nnpmieations industry.29 The Justice
Department initially IOUIIrt relief in the form of divestiture of the Bell Operating
Companies (DOCs) aDd tile divestiture aDd'diIIoIutioD of Weatem Electric. Prior to the
commencement of the trial, however, the JUItice Depai tmeilt modified its relief request to
seek as a first alternative the divestiture of the DOCs from the remaining AT.T network
SO that local exchange functions would be separated from the remaini• AT&T functions.

AccordiDa to the JUItice DepuhlleDt, AT.T lIIed its monopoly power in replated
areas to exert control ... eo'llpeddN'" UI I in die then newly-~:dated

telecommUDicatious market. More spedftcaJly, the Justiee Department detenJrined that
AT&T violated the aDtitIWt Jaws by~ to monopolize the interstate trade aDd
commerce in three major markets:

A) Intercity TelecommllDications Services;

B) Customer-Provided Equipment (CPS); aDd

C) Telecommunications Equipment.

A. 11IE INTE1lCITY TELECOMMVNICA11ONS sam:CES MARKET

In 1969, the courts aDd the Federal Or JDiratioDs Commission (FCC) autborized
the entrance of competitive activity in the iDrercIty teJ.ec:ommwmM:atiODS senic:es IIIII'ket 
the market which provides point-to-point10aIdiltpee semc:e between cities. AltbouP this
market was facing an increasing degree of competitive activity, prior to the divestiture of

a The Sherman Act beatme Jaw on July 2, 1_ Section 2 states: -S\IeIY penon who
shall monopolize, or attempt to monopoliae, or oombi:De or CODIpire with any other person
or persons, to monopolize any part of the tnde or commerce among the several states, or
with foreign nations, shall be deemed pilty of a 1IJiscIemeanor.... -

2P Ugjtcd Statel v. Apwjqn TeJcphopc end Ic...... <R., avo DO. 74-1698 (DD.c.,
filed Nov. 20, 1974).

-,
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AT&T, these competiDa firms (e..., MCI TeJeoommuDkatioDl Corporation,) supplied about
8 percent (based 011 reveaues) of intercity teIecomDllJDieatioDs services. UDder the
predivestiture eD9iroDmeDt, the Bell System, in partnership with the other established
carriers, provided the remaining market needs. .

Since most of tbeIe eompetiDg carrien ordy owned iDtercity tranwiMion facilities,30
they were dependent on the local exhanp DetWort to both complete their conDIdion and
reach their customers. AaxJrding to tbe Justice DeputIDeDt, AT&T IS UDdiIputed
dominaDce over the local telephone DetWort (80 percent of the Nation I s te1eplK8a were
Provided by the BOCs) euabled AT&T to hinder tb8ir competitors I acces& to that network,
to the advantage of its own intercity network. 1bis was accomplished, in some cases, by
refuIiDg to provide interconnection, and, wilen IUpp1yiDg iDtercoDDedion, by doing so in a
tecbDically inferior maDDer, aDd at questioDab1e rates.

The Justice DepartID8nt further de.....- tMt AT&T also hiDdored competition
by cross-subsidizing~ services with 1M..... from i1S moaopoIy services. 'Ibis
CI'OIHUbsidization ......., AT&T to set prices for its ccmpetitive intercity semces at an
unjustifiably low price, widIout regard for iDcurred eoatL 'Ibis predatory priciDa behavior
enabled AT&T to UDdercut the fees chupd by its competiton, further inbibitiDa the
development of competition in the intercity telecommunications semc:es market.

The Justice Departme1ltalso determiNd"ATetTlID"sarily thwarted the.my
of competition in the customer-provided (CPE~ market by implementing restrictive
attachment policies for AT&T system subscribers.

Prior to 1968, AT&T.operated under a ·foreip attacJunent· policy which forbade
i1I subscriben to attaeb to tlleir telephone tiDes or.,..aD)' equipment DOt provided
by the AT&T network. 'Ibis policy was justified by AT&lT on the contention that IUCh
foreign attachments might impair the quality of its service.

30 A major exception to this occurred in J_ 1983, wIleD G1B Corp., the NUioD. I s
second-largest telephone company, acquired Soutbem Pacific Company IS 10Dl distance
telephone, microwave, aDd satellite uni1S. Tbe 1cJaI cIistaDc:e IIlbiidiary I s priDc:ipaI busi..
at that time was SPRINT, a long distance CO*lJiiimrieations service acceued throuP local
exchange telephone lines.

31 Customer pnwided (a£) was defiaed .. equipment independently purc:IIased and
supplied by the subscriber which is connec:ted to telephone company facilities to terminate
or adapt that facility for customer use (e.g., a word processor or a simple telephone
receiver).
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Since the ATAT DetWork provided 10 percent of the Nation' 5 loc:al telephone

service, the Justice nep.... determined tIIat this "foreip attachment" policy e_bled
AT&T to use its DIODGpOIy position to restrict CPE competitors to such a limited market
as to make competitive entry economically unfeMible.

It was DOt UDtiI tile FCC struck down tbiI "foreip "UJtdnnent" policy in its 1968
ttCarterfone I>ec:isaltt tIIat JMlniDIfoI CXl f .dtion in the as market developed.3Z

Fm.. the policy to be.-...onable and clilc:riminatory, the FCC said that the telepJaone
subseriber had the ript to attach any equipment as Ions as such equipment did not
adversely affect the teleplloDc system.

The Justice Depu-.at also cIeteI.M4 dIat, delpite the ttCarterfoDe DeciIion,"
AT&T continued to attempt to inhibit COIupedlhe eatry iato die O'B IIIU'ket by..with
the FCC a requiremeDt that the intercoDDeCtioD of aD)' customer-provided equipment DOt
supplied by the Bell ()peNIiD&~ (8OC) be ...,.med by a ttprotective
COIlJleefina anv••••at" "'bed, ~1Ied,......in,ajned by the loc:al BOC. A.lthcMJp
this requiNJDeIlt .. 11Io o,enumed by die JlCC, aDd an F(.'O.nWntai'*' repuation
PJOII'8Dl for d CPS .. eI1abHsbed, the J..... Department deteJ'DriMd that ATAT' 5
action W8I an additicmaI diipIay of anticompetithe behavior, further inlubitiDg the purdJase
of competitors' C'B.

Ac:cordiDa to the JUItice Department, both of these restric:tiD& policies - the ttforeip
attachment" policy aDd die ItpJ'Otoctiw ee-M" mnltmeat" policy - ended barriers
to competitors, therebyIgmecessarilyhinderiDllIIIIbt place competitionand enhancing the
position of AT&T's~ arm, Western EIecttic:, in the CPE market.

C. 11IE 1ELECOMMUNlCA110NS EQUIPMENT MARD:T

Tbe Justice D.,....t also deIwmi e. tbat AT.tT UMd its poIitica to illllibit
competition in the telt,c'·pnjalli.- ....-,..Dt market - that is, the marUt wIIicb
supplies the network ...... aDd tnt........ equipaIent purdIMed by the i.....,.
Ac:cordiDa to the Justice Department, AT.tT, • the parent corporation, used its poIitica
to enhance the procuremeat relationship betMeD the BeB 0peratiDg Companies and its
vertically-integrated equipment manut'adurer, Western Electric:, to the detriment of other

• L. 1_- •• • .n-'~compe-_.-tIDI networA teJecAinmmmcatiOllS equipIDIDt -¥l'uers.

Westem E1eGIric, AT&T' s whoUy-owDed .m1f8cturiQa subliMIty, was ... to
eDhance its market peIIdon through tile~ and It8DdardiDtion of the Bell
Operating Companies' procurement needs IS weB as tbrou&h its obta" early acct. to
information regarc:tiDa tile Bell System •s future Deeds. Aa:ordiDg to the Justice Department,
both AT&T and Western B1ecbic not only withheld vital technical iDformation which

32 Use of the CartcrfnDC Deyice. 13 FCC 2d 420, [1968].

t ••
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prevented telecommunicattoas equipmeIlt COIIIpefhots fromofteriDI comparable equipment
to the BOCs, but in some cases, used their IUtJIority to ctirec:tly prevent the puJdIue of
competitive equipment. Since the Bell System has been the major purchaser of industry
equipment, the Justice Department claimed that these actions which inbibited Bell System
purchase of competitive equipment bad a serious detrimental effect on the growth of
competition in the telecommunications equipment market.

Presentation of detailed trial eWIeDce supportiDa the Government I S cue &pinst
AT&T was scheduled to be completed in J.-.:y 1982, aud the presidina judp was
expected to rule on tile CMe by mid-51UDDWf. On JamJar)' 8, 1982, however, ATAT ad the
Justice Department readied a proposed JIIIOIiatod settlement. A1tbou&h this IettJement
expressly stated that it did DOt constitute an·ldrnjMjon of AT&T's liability, AT&T IIfeed
to divest itself of its DOC' 5 local exeM. Detwork and obIerve addi1ioDal Justice
Department competitive requirements. ThiI... in-eha. for the vacati. of the suit and
the removal of the resuidions ofa previously neJOtiated c:oasent decree which, among other
provisions, precluded AT&T I S entrance into any other than regulated communications
markets.33

33 U.S. lJInry of CcJDFess. The DiNld1llre of The American Te1epboDe and
T~legraph Company: AnpJes A Gilroy. WasbiIJItoa, 1983.
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II. PIlOVISIONI CONTAINED IN TIlE U.s. DEPAIlTMENT OF JUSTICE/ATAT
SETJ'LEMENT OF JANUARY I, 1912

The seven-year aDdtr1IIt suit iDitiated in 1974. by the Justice Department 'piNt
AT&T was vacated as a result of court lpPIowaI, liter JMdjfjc:atjOD, of a DIJ01iated
settlement achieved between the parties. UDder the proposed settlement, AT~T &Feed to
the diveltiture of tbe leal .~ operatic& of i1s 22 whol1y-owDed operating
ooIIII'8nies.34 AT~T alto ..... to addhioDa1 requiNments to UIUI'e the removal of Illy
possible BOC inc:eDtiges to diIaimiDate apinat AT&T IS competitors in the pn:MsicJo of
ex~ access aDd equipment procurement.1S In ezcbanp, the Justice Department

Bell Telephone Company of Nevada
DIinois Bell Te1ephcme Company
IndiaDa Bell Telephone Company, Incorporated
Michipn Bell Telephone Company
New EnaJand Telephone and Telegraph Company
New Jersey BeD Telephone Company
New York Telephone Company
Northwestern BeD Telephone Company
Pacific Nortbwest Bell Telephone Company
South Central BeD Telephone Company
Southem Bell Telephone and Tel...,.. Company
Southwestern BeD Telephone Company
The Bell Telephone Company of PeDIIIyIvaDia
The Chesapeake aDd Potomac Telephcme Company
The Chesapeab aDd Potomac Telepboae Company of Maryland
The Chesapeab aDd Potomac Telepboae Company of VirpDia
The Cbesapeate mel Potomac Telepboae Company of West ViJJinia
The Diamond State Telephone Company
The Mountain States Telephone 8Dd TeJesraph Company
The Ohio Bell Telephone Company
The Pacific Telepbone and Telegraph Company
WiscoDsiD Telephone Company

3S Wbile divestiture of its interest in its two p8'C:iaJIy-owDe Q)J'pnies was not Jwquired
in the settlement, AT&T aDIlOUDCed that it would Ie1l its shares in SNET durinI 1914
tbroUJh public offeriDp aDd that it bad readaecI aD ....Dt with Cjne:jMatj Bell for the
repurcbue of the Onefnnati Bell &bares over • s.,.. period. AI ofJamwy 1, 1914, AT&T
put its shares in both COIlIp'Dies in a wtiDI trust until their saJe.
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agreed to vacate the suit, statiDa that there \ftS DO fiDdin8 or actmiMion of AT&T' 5 liability,
and to modify the terms of a 1956 consent decree so that AT&T would no l~r be
restricted to only e...... in the fumi", of rep'.eel communications sel'Yices. The
abrogation of restrietioDs in this decree eIIUIed AT&T to enter into UDreJUlated activities
such as the computer equipment and data procelling markets.

Terms of the Justice DepartmentlAT&T Delotiated settlement permitted AT&T to
keep its long lines and interDatioual divisioDI, w.eemElectric (its manufacturiog arm), Bell
Laboratories (its research IlId developmem arm), IUd pin control of the SOC's interstate
long distance network as well .. BOC-provided CPS. 1be BOCs were Jarply restricted to
providiDa exchange aa:es& and exchanp te1ecDnmunieations services (both local and toll)
encompassing natural moaopoly serviees reiD.... by tariff. 'Ibis framework allowed the
Justice Department's basic precept which WI die IIpU&tioBofrepIated from unregulated
services with the DOCs larply keepina the former, aDd AT&T the latter. An exception to
this guideline occurred with the assignment of Bell $ystem interstate and intrastate long
distance, or interexcbanp, service to AT&T, baaed on its increasingly competitive nature
and future outlook for~ deresuJation.

Although later IIIOCItjed to some ... IS • coadition of judicial approYaI, the
following structural, aDd iDjuDctive~ "'IIi"" to "'UtC a MJHIjsqjtpi.tmy
mmpetitiye enyimppmt in tolecomrnpnjpti<n markets were qmtaincd in the prgpgsod
JanJU'tY 8. 1982 settlc1lll!lt

36 The 1956 c:oJ*. decne ..... to by ATAT as a CODdition of settlement of a
1949 antitrust case brouPt by the Justice Department apinst AT&T aDd its munfacturiDa
affiliate. The Justice Depm1ment, at that time, was seeking the divestiture of AT-.lT I 5

manufacturing arm, WeItera Electric en...." IDe., on tile basis that tile defeadants had
monopolized and conspired to restrain trade ad.. er~ in the te1epboM equipment and
telephone supplies market. In addition to AT-.lT's restriction to regulated (contiDued)
(continued) communications services otber provisioDs in the decree required AT&T to
grant to applicants JIODooGdusive licenses for all aistiDI and future patents as well as furnish
specific teclmical information rega.rdiDa such patent licenses. AT&T, however, was
permitted to collect reasoaable royalties from these licenses, aDd applicants, in turD, were
required to graDt stan_pri9iIeses to AT.tT _ ......with reprd to their common carrier
communications equipmem. PermiIIioIl for AT.tT to acquire any firm enppd in the
manufacture, distn1Jution, or sale of equipment was prohibited, without prior court approval.
These provisions were deleted and a new set ofbotb structural and injunctive provisions was
developed.
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The major strueturaI requirement impaled by the settlement mandated the reorpni
mtion of AT&T so that both excbanp JeI'fice aad acceII pnMded by its 22 :acx:s were
separated through divestiture from the renwiaUw AT&T uetwork. This separation of the
local exchange function from AT&T I S other funetions was accomplished by:

• tnalleu' • Ie IIOCs _ ..., ...., Idll7??dl'"
.,..... " opel c••_s'eedoes ad _

flllIdIou , ••••tty rrc. tile i ATaT .........

• ..,.-ad P u't .....ATAT IIOC8,..... f8cIIIdII .
for daeIe .Id11.11 III' die pertnul.U ., tns.l...

capIIdtJ, CPEI, ... ,.now ..... .,. 17

• .......... die jIIIIt .,1aI11.. 'alE •• ATaT ... die BOCI. 11Ie
........ ", ••11 fadIIdeI, .... .., fadIIdeI ued JoIJId1 to PJU'I* ...
........ .. IIIlUd fw I ctlu.., II tile BOCa .......
eomroI teI._ 1 ........

• COIItndI "' " ••• ATaT
... die IIOC&. ,.... COIltndI WIN 811M,1 to ., tile IIOCI ...
ATIcT (bIcIw , -bIid.IuIII, 1''aIIII. BIIdrk Co. ad LUI) tile
prmbio• .".., reIeIlIda ..........,..-,ad Ten of
tIleIe C8lltl1IdI ......., eU.lwatecJ tile _.-Ie tioIl bet".. tile ATIcT
syJteIII ad tile IIOCL

• tnllt'feu", sa enldp rrc. ATAT ", tile p.""" of dae IIOCI .....
erdI'.r lal seIIa-. '1l1CI .-'cad,._,1ceI dIN." tile ., ..
of .... fII 1M ted BOCa, ............Ioul to tile "'1••' ATaT............

• ........' ",.., oIdae ..... BOCa.,dae
ATaT .,1_ .

171be publie:atiOllbd distribution of directory ad¥ertiIiDa (i,e., YelloW Pqes) WIS later
tnmsferred to the BOCs, .. WIS the ability to after new CPE.

31 This did not preclude the sale ofmultifuDctiouaI facilities by a SOC to AT&T if the
ROC no longer wishes to use such a facility.

e'M .•
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• pea",l. die IIOCI Ie jobItIJ .......11 .......... die ClDItI ..... CIDU'aIbed .
orp...... III' 1M proriIioa cI.; I"~ ad otIaer Ien'Ices
widell ea he ... eIIIdeDdy pnntd•• Ia Rdl ........

• reqtIirbIa tlMllIOCI to dIl ~ coatlld
point to ......... seeurlt)' _I It Ley reqllireJaeats.

• ......._ to tile ROCs the riIId to .-Udate lllto uy .lUDbeI' of eDtltIes u
desired .s die I'IIUIt of nor........

B. BELL OPEltA'I1NG COMPANY EQUAL ACCESS AND PROCtJREMENT
REQUIREMENTS

In addition to tbe tettIemeDt I S I'eCIIp'Ihedc- requiremeDts wbic:h. propoeed to
eliminate the eeonomic aad structural ties bet\\,.. die SOC IS Joc:al eze:ba. network and
the remaining ATltT DetWOrk, the DOCs 1NIe aIIo subject to iDjuDctive proYiIious
containi"l additioDal ftNIUirements to furtber ••• tbeIe aoaJs. Tbese injuDctive
requirements contained additioDal beha¥ioral respcaibilities for the DOCs to auure equal
access and procurcmaeat poIides to all iafeIwrhe., cmiers aad equipment suppliers.
AccordiD& to the Justice Deplrtment, tt.eaddi*-1 requiJemems were desiped to easure
that the DOCs woulcI DOt IbuIe their IIKDJPOly power 0Ye1' the local advanp network to
the detriment ofAT&T I s competitors in the intercity services, information services, and the
CPE and telecomllnJDiatioDs equipment markets. More specifically, as detailed in the
initially-negotiated settlement, these provisions:

• limit tile BOCa to pmYIdIDa.., .. 'P • acau'" a.l.eez

........ , ..., pu."-II'''.'''' rl ., ....
TlleBOCl ..,•• "., ..
_r _ OJ' pnntde 'Iltn Fh pt'8dIiets or CPI. 'fteIe
iEItI JEI'" OD aM IIOCI .. 1••1ft Ithe ...at...
"Iler to tIloIe widell eDited .. tile ATaT ., do .. re-
eateI..'

• proIdIIIt BOC u willa I."'I~ ad ..........t...tIle.... · 01 ' st"loD, __t,IIIId~
ItaDdanIa.

YJ Some of the restrictions were later moctified as a condition ofjudicial approval of the
negotiated settlement.


