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At Issue

(4) refual to ... BIblorlty eo fS .. tile __ opJIOI'tUIty to joiat-1111tan,
partIleI', or )MII'tldpate ill ......... U otrered to ....rtty...........
Dies;

(6) IbaitbIa ....._ coaa...... to -.eon ".e.. ud .... tedulolol:r
prodllds ud .mces.

Since divestiture, AT&T and the rep-aJ Bell operatiDa companies (RBOCs) have
experienced strong eamiDp and asset appreciaDoD.1 In addition, these companies are well­
positioned to benefit tremendously from the globa1 growth underway in the telecommuni­
cations industry.

It is in the public interest that miDority-owaed 'bush_ses be Jiven every opportunity
to share in the industry's procurement, lUbcxaJac'iaa. teeImo1o&Y transfer, research aDd
development, technical trainiD& and future eamiDp and ISlet appreciation potential

The discrimiDatoJy contraetiD& pracdces R,mnwrized in tIUs report thwart the intent
of public laws enacted to promote the .na ' .... development of minority and women
business enterprises.

11IeIe .,... oIdiJcr1..msU. ee" ........, ad wan are
_ IIbIy to ell... wItIIeIIt ....1I.the~ CIUdou ....,.tIoa .,. ••.

The future of our c:ountIy will depeDd beaviJ:y on 1CCeII' to economic and poIi1ic:al
power by all major racial, ,ender, and etImic JI'OUPL Such acceu DOt only promotes social
harmony, but also stimulates competition. In. competitive globa1 economy, people who
cannot support themselves must be subsictiJJed by someone else. It is therefore more c:ostIy
to deny opportunity to those who can become self-supporting.

1 See Tables IV-VIR, .... 93-96, for a CIt'" i IliIon of .-inwted 1984 VI. 1990 rewmue,
net income, assets, access Jines and employees for ATclT and the Regional BeD 0peratiDa
Companies.
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TELECOMMVNICAnONS INDt1SftY MWBE SURVEY

SUMMARY OF Jl'lNDINGS

'J1ds sectiOIl oldlltl'llOJ'l~ tIae JIll I" ....... opiDioDs ad CDIdusious
which emelJed from MIIBIDEF' 5 survey of (Sll) miDori1¥ and women-owned firms doing
b1. . the I .. indIJlJDess m . te~.I.l1IICItiODS ~.

A copy of the suney questionnaire is iDdDded in tbi& section of the report.
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TELECOMMUNICA110NS INDUSTRY MWBE SURVEY

A common opinion among minority businesses surveyed is that opportunities in the

telecommunications industry are closed to them. As a result, most of the successful minority

firms have relied heavily on participating in the U.S. Small Business Administration f S 8(a)

Development Program.

Of the top five !DOlt successful miDority-owaed firms (based on gross sales) in the

telecommunications industry, all are either padua. or current participants in the SBA 8(a)

Program.2

telecommunications COlllpUies, and on 10"'"- DDt proJecIs they are only iDYited to bid

where a strong inctieatioD aiats that w:itIIout MWIE participation they may not be the

successful bidder. 0tberwiIe, they are excluded.

One interviewee UIeJ'ted that -the subcoatractiD& arena in the telco bUlbws is

dominated by the "Old Soy" network.

companies over and over".!

2 _ Black Bnterprise Mapzine 100
- U.S. Small Business Administration 8(a) Competitive Analysis, 1991

3 Interview No. 21
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Many of the long-standing relationships in the industry continue to exist in part, due

to the close-knit, pre-divestiture supply contradS between AT&T and the Reponal Bell

Operating Companies. Most of the industry's major suppliers and subcontractors today are

the same companies that proyided service prior to diYestiture. Many of these relatiODShips

have become institutionalized and self-perpetuating.

Our findinp stroJllly support the position of maD)' MWBEs tbat telecomJllUllieations

companies only use minority companies if they feel an adYantap can be gained duriDI a bid

or evaluation process, or if the contract requirements dictate a goal-based set-aside for small

disadvantaged businesses.

TELECOMMVNICA110NS INDUSTKY MWIE SURVEY: SUMMARY OF FINDINGS

RESPONDENTS

178 or 30.6% of the MWBE firms responded to the survey.

fJ7 or 16.7% of the firms when contacted by pboDe apreaed strong reluctance to respond

to the survey, offering the foBowiDg reasons:

• Fear of retaliation that their c:ot,..ay would lose the contracts they now held

with~ telecommunicatioDS companies;

• Concem about what the survey was being conducted for; and

• Fear that their company name would not be kept confidential.
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SMALL BUSINESS COORDINATORS

78."*' of all MWBE respondents feel that telecOlJlnmnieations small business coordinators

are ineffective, not concerned and non-proactive.

J2.5IJI, of all MWBBs reported they had ever received a soJidtation or request for bid from

any telecominunications company.

CONmACTlNG OPPOanJNlTlES

".. of MWBEs reponed they had marketed their companies to major telecommunications

companies.

.... of all MWBEs reported they bad ever tamed with a telecominunicatiODS

company on a proposaL

13.5fII of aU MWBEs surveyed have received subcontrads or purchase awards from

telecommunications compalDies.
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TELECOMMUNlCA110NS COMPANY RA11JlfGS

The following companies were rated by respondents for contract opportunities and

developmental assistance:

Ameritech

Anixter

AT&T

Bell Atlantic

Bell South

British Telec:om

Contel

Ericsson

Fujitsu America

OlE

Harris Corporation

Hitachi America

MO

MITBL

NECAmerica

North Supply

Northern Telecom

NYNEX

Pacific Bell

Rolm Company

Southwestern Bell

United Telecom

US Sprint

US WEST

Williams Telecommunications

The following con....nies rated JDahest for subcontraetiDa opportunities by 3LA of

all MWBE respondents: PAOFIC BEI..4 US WEST, AMERlTECH, AT.tT, respectively.

The remaining companies were rated fair or poor.
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MWBE PROCUREMENT PROBLEMS

'1" of all MWBEs identified their number one problem as IKk of work.

42.'" of all MWBEs identified boD'" requirements as a problem.

46.1.. of all MWBEs identified sIcnr ...,..t of invoices as a problem.

DEVELOPMENTAL ASSISTANCE

Only 14 or ft of respondents indicated that they had received developmental

assistance beyond subcontracts or purchases. 1be ISIistance received was as follows:

• • received usistanee with inventory financing and control;

• 4 received assistance with 8dvanced payments;

• 2 received ISIistance with employee loaDS, and equipment loans.

Without exceptioD, MWBE respondents iDdieated that developmental assistance W8S

poor, or designated N/ A, not applicable.
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011IER EXPRESSED OPINIONS

95.6111 of all MWBEs surveyed feel that the telecommunications industry continues to be

monopolized by a few companies.

e.,., of all MWBEs surveyed feel that minority companies are underrepresented in the

telecommunications industry.

14.3'11 of all MWBEs surveyed feel that miDority companies are beiDa limited to low

technology.

82.~ ofall MWBEs surveyed feel that telec:omlDlmieations companies onlydo business with

MWBEs because it is the law.

J.2A'I1 ofall MWBEs surveyed feel that te1ecc»wmuniatiODS companies offer equal contract

opportunities to minorities and non-minorities alike.



MBELDEF TELECOMMUNICATIONS 1NDU8TRY SURVEY

Your ansWers are very imporbInt to the accuracy of our "'Iarch. Your ansvterS wli be kept
confidential and we will not, of course, identify your company or comments.

Thank you for your help.

Ple_ ......., by no I... than: Novemw 21, 1111

1. Please specify principal type of business:
(Clheck one only)

c Manufacturer c Enginllrtrtg s.vtces

o DistrIbutor or De8Ier C Allead. & Development

o Construction/ArchltIJcturaI 0 Prot8Isicn11 8ervices

2. Please specify type of ownership:

c Black

C Native American

C Asian Indian c Non-Minority Woman

c Other (specify) _

3. Number of years in business: __

4. Number of employees: _

5. Does your company have SA status?

eYes oNo c Pending



6. Please specify what 88NicI8 your compeny pertornlS in the telecommunications incUtry.
(oheok only thOee that 1IPPlY)

We:
8el11ong-distance for Telecornmunicltioi1 companies C

Distribute p8I1B & supplies toTlle~companies . . . . . . . . . . . . . . .. C

Buy product8 from Telecommunic:8licW1l oornpIII'Iies •••.•.•.•...•....••.... c

engineering & deIign for network & ..."I••ion facilities . . . . . . . . . . . . . . . . . .. C

Engineering & d••lgn for network products, equipment, or components . . . . . . . .. C

Provide facIIIttes~nt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. C

Manufacture raw ."...... to finished goods c

Sub-assembIe products forTel.~ companies ........•........ C

Provide 0LJISide pe.,t~ .. III III III III III III • III III ••• III • III III •• III III •• III III III III •• III • III III • III C

Install microwave equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. c
1.-.tIIII pawi i ig, «:::IIIt:IIIrI R cx:»rd.IIt • • • • • . • • • • • • • • • • III • • III • • • • • • III • • • III III • III C

Install C81lbaI oI'IIce equipn1ent c
Install PBX and ottw switching equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. C

Install inter-lor opIics Ill. III • • • • • • • III • • • • • • • • • • • III • • • • • • • • III • • III • III III • • Ill. C

Provide rnainIena"toe .-vices for switchlllg equipment ...........•......... c
Repair & reflJrbiIh awIIcting equipment ...............••.•.....•.•..... C

Provide: C8III.J1Ir'~ .-vices . . . . . III • • • • • • • • • • • • • • • • • • • • • III • • • • •• C

C8I:JIe: TV network 88NicI8 . III • • III • • III • • • • • • • III III • • • • • • • • • III • • • • • •• C

Pay ........_.-a-
........ IVI IV 8VI"~ ••• III • • • • • • • • • • • • • • • .. • • • • III • • • • • • • • III •• C

Other Profes8ionII SIrvIces:
Tr1IIi'ir'tg & persor1I'18I .-vices . . . III • III III • • • • • • • • • • • • • • III • • • • • • • • •• C

D8t8 &~.-vices III • • • • • .. • III • • • • • • • • • • III • • • • •• C

T~ servic.I III • • • • • • • • .. • III • • • • • • • • III • • • • • • •• C'

~/n18rk8lirlg~ III •••••••••• III ••• III •• III C

Leg8I~.-vices Ill...... III III III III • • • • • • • III • • • • • • • • • • • • • • • •• C

I_.-vices ..... III • • • • • III • III • • • • • • • • • • • • • • • III • .. • • • • • •• D

Computer products & equipment/oIIoI furnIlln/~I••........... c
T~ seMc:es ... III • • III • • • • • • .. • • • • • • • • III • • • • .. • • • III • III • III C

19



7. Check which of the cornpenies to the left you have marketed your campeny to:

1

o Ameritech

o Anixter

C AT&T

o Bell Atlantic

C Bell South

C British Telecom

o -Contel

o Ericsson

o FUjitsu America

o GTE

C Harris CorpcnIion

c Hitachi America

CMCI

C MITEL

o Nee America

o North SUpply

C Northern -Telecom

o NYNEX

C P8cIfIc Bell

c RoIm Company

C Southwestern Bell

C United Telecom

C US Sprint

CUSWEST

C Wdliams Telecomm.

8. Did you prepare and di8b ibute marketing mMIrI•• to the tellcornrnunicatIcn CQI11*ies lilted
in#7?

C Yes C No

9. Which of the following rnIIleI iaIs did you provide?
(ClheoIc .".,.~

o C8pabiIIty StatemeId8 C sales Broctu'e8

c Product C8t8Iogs &Lists c QuaIIIIcaIion StaI8meId8
cOther _

10. Did you follow-up after submitIiI ag your COI'nJ*1Y informItion?"""1nIbee how)

C Telephone can
C Cold can

c Appoi III Uiili1t

D Presentation

11. Did you COiII8d ent ofthltellCOl1'llTl&.ri:. CCJI11*lie8' smell buIineIs coordllt8tOrl?

c Yes C No



12. If you did contact -.y In1IIII bu8ineSS COOidirrllOl'S, were they helpful?

o Yes

C No

o Most of the time

c Some of the time

13. Check the statements beloW which most closely reftect your opinion of telecornrnuniC8tlOr
company small buliMIa coordinators:
(cMck all ttNIt apply)

o Eff8CtNre

c IneI'fectNe

c eoncemecJ

c Not concemed

C Considerate

c Inconsiderate

c Pro8etive

c Non-prodv8

c eonservatNe
c UberaI

c Flexible

c Inflexible

14. Have you ever reoeNed soHcttations or ......... for bids from .-ry tellCOiIITUiclllb­
companies?

c Yes a No

a Yes aNa

16. How many bids/propos- have you received in the pest one-year?

a 0

a 1·2

a 3-5

a 6-10

a'Qver10

17. Have any of these efforIs resulted in subCOi Ib ICting or purchaseS for your compeny?

a Yes a No



18. Please indicate the __ where you feel your oompIIny ". experienced un&allf problems.

1

[] Slow payment of invoices

c Invoice disputes

c Credit terms

[] Delivery tenns

C Lack of work

c D81ges in contract terms & cordions

C Bonding requirements

C QuIIIty -..nee reqUremenls

19. listed betow are ...., ., krnetlts which mwtIPP'Y to thetele~~. For
eech statement simply check whether you __ awaY. AgrM, Art Ngl Swt. '*IIJM. or
[)iMgree Strongly. ... NIt an,_..... JIll h· ~

The teIecommunic8tions industry is a growth industry. C C C C C

The industry contIr.... to be monopoIIDd by • few C C C C C
companies.

Minority companies .-e t.nderrepresent in the c c c c C
industry.

Telecornrnunicaltoi COInpIII1i.... oommlllSd to M8E C C C C C
development.

Minority companies .-e being Imlted to low tech IOIogy C C C C C
services.

Telecomrnunicationl oomp8nies only do~ with C C C C C
MBEs because it is the ft.

T.lecomrnunicationl companies offer equII ~ect C C C C c
opportunities to rninorIIieI 81d non-rninot1IIes ....



20. Please specify any de\'8Iopmental assistance your company has received, and from wtw
company.
(oheak all _ that IPP!Y)

o Subcontr8cts/Purch88es

o Advance payments

C Early Progress Payments

C Equipment Loans

C Inventory Financing

o Bonding & Insurance

c Employee Loans

C Reauiting

C Personnel Training

C Proposal Preparation

C Estimating for Bids

C Contract Administration

o Customer 8ervice

o Project Management

C Budgeting/cash Management

C Purchasing

C Inventory Control

C Vendor Relations

o Engineering & Design

C Transfer of Technotogy

C Quality Control



21. How would you ...... companies in:
(check only compuiel you haW Mel ......1Oe wtIh)

Cgntract 0JIXXW'it'
En 5 d .. IIi .f5g

c Arnerttedl c c c c

c Anixter C C C C

C AT&T C C C C

c Belt Atlantic c c c c

C Bell South C C .0 C

c British Telecom C C C C

C Contel C C 0 C

C Ericsson C C C C

c Fujitsu America c c c c

c GTE C C C C

c Harris Corporation c c c c

C Hitachi America C C C C

C MCI C C C C

C MITEL C C D C

c NEC America C c C C

C North SUpply C C C C

C Northern Telecom c c c c

C NYNEX C C D C

c Pacific Bell c c D C

. C Rolm Company C C C C

C Southwestern Bell c c c c

C United Telecom C C C C

C US Sprint c c c c

c USWEST C C C C

c WiIHams Telecomm. c c c c

1leueInpJw" A _. ~ a
Er "m .iIIIl 11* !III

c c c c

c c c c
c c c c

c c c c
c c c c

c c c c
c c 0 c

c c c c
c c c c

c c c c
c c c c

c c c c
c c c c

c c c c
c c c c

c c c c
c c c c

c c c c
c c c c

c c c C

D C C 0

C C C 0

C C C C

C C C 0

C C C C



22. Please feel free to comment on your experiences as a small disadvantaged business in the
telecommunications industry.
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MlNOanY AND 'WOMEN BUSINUS ENTDlPIUSE PROGRAMS IN 11IE
TELECOMMUNlCA110NS INDUSTRY

Since the diuMtiture of AT&T aDd the BeD 0peratiDa Companies, the industry has

made some notable prosress in its proauement practices to include cont:rad:iDa

opportunities for minority and wolDen-owned businesses.

The major telecommunications companies have aD established pI'OII'8DIS aimed at

increasingpurchasing and contraetiDg opportunities for minority and women-owned business

enterprises (MWBEs).

All of the major telecommunieaticms COII'q_nies claim to be committed to the

development of minority businesses. All have spent substantial dollars, creating brocbures,

ads in minority publications, donations to key minority organimtioDS, and attendance at

minority business trade fairs and conferences.

, 1
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Our mission was to look beneath the surface of these program activities in order to

find answers to the following questions:

(1) What role do miaority CMlP".... play ill die teIecolDDlmdcadcnu iDdutry?

(2) EuctIy IIow are ....tele~""""eo...." adale9IDa tIIeir MWBE

pJ'Oll'Ul ......,

(3) Are .....It)~ ar.,en". ........ ......,.. denl.'.....

usiltaace1

(4) Are ........' .." ..d a.,ss" ...........'7.............* ......"

It is widely reropied that the State of California has enacted the IDOIt

comprehensive and effective MWBE Jesislatioa alDOlJl the states regulating public utilities.

While our study of the industry encomprused all of the major telec:onummicatiODS

companies, we have presented detailed information on the State of California t s pt'OJfaIIl

bec:ause no other state has estabJisbed p1-baed, raee and gender specific MWBE
.

programs for public utilities. Major telecommunications companies outside of California

administer their programs under a -best effons- approach. Goals are not always dearly

set. Detailed and verifiable annual reporting is not required by state law, except in

California.



UtIHties eo....... npIated 18., eItidtic, ad ......... utilities (ad tMlr ....JatecI

subsidiaries and .mll.teI) with pols_ul leo...""".$%5..uuoa.'-It_...,
detailed, verUlable piau lor iaereuiJII ....rtty ad WOIDeII eDterprile (MWBE)

P........ 01 MWBE actMdeI_dertakea by .... 01 tile 1IdIItIes. For tile IIdIIty MWBE

PJ"OII'8IIlS, the CO_ eltabUlIIed proeml._ 01__ dIaD 2ft fbi' MWBE

.......... (1511I tbr b)' .......... ad A'" ) .. he .........

within • fhe-year period 01' by m3.

The objectives of the program are u follows:

• ProBlOteCGc'd ' e......,appllenia ........

eeo-..Ieelllt:l pr 11 filII. Irte,..., ...........

CODb'adI • WIll • eeJdI ., ••11........d _'•• tIIat .....

the J8I'iIcIldIoa 01 tile Public UtIBties o--i"a;

• CIarIttud tile,.,.............. .t.,.....1...............

of tech...." t, .ppIies, _ ,lees, ......., ad eoIIJtilidloll work

from mbaority ucl WODleD ....... _terpriIes.4

4 As required by the Public Utilities Code, Section 8283, 0Japter 1259. Statutes of 1986
and amended by Chapter 712, Statutes of 1989.
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This section of the report presents disaimiDatoly contraetiDg prac:t.ices that are

advenely impacting upon the procurement opportuDities for minority-owned businesses

elJPled in the telecommunications industry.

The investiptioll aad IDquiJy was initiated due to a larJe number of reported

complaints of discrimination from small disadvaDta&ed businesses across the country.

The report contaiN anecdotal accouDtl obtained from c:onfidential iDtel'Yiews with

. . and -----~ busi • the lee •• ~..A.•....., The' .mmonty ~UlilUnesses m tedlQlDmnnqtjODl UMAaitU7' iDten'ieWS,

along with swom statements and other documentationby MWBBs, offer additional evidence

that several forms of discrimination are dlieting the industry. These forms of

discrimination can be classified into three Jeuera1 catepies:

(1) .....' ...,... MC'" to 111" , .

oned ;

(2) ....' ' til ..., J! ...... %V'!Htel.......,......r•••taad

........, to _ w••• as: .d ....~ ad

(3) DUerI...... ad_Illy 1. tile alJlllty of 8IbaorIty ad ...........................,.....
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'I1IE EJi'Il'ECTS OF DI8CRIMINA110N ON MINORITY BUSINESS ENTEIlPIUSE
DEVELOPMENT

Minority businesses in the telecommunications industry find themselves at a

significant disadvantap when compared to white businesses, particularly if their primary

activity is teclmolOl)' related c:ontrae:tual services. MWBEs frequently encounter inequities

in access to private and pUblic markets for these services espec:ialJ.y when loaJ-baIed

minority participation programs do not exist. This unequal market access is compouDded

by discrimiDatoJ:y practices by white-owaed firms. AD small firms are c:oofronted with

UDique problems, but nODe as unique as thole Dei. miDority business owners.

Seme _portat •••• to eo...... are:

(1) The effects of past discrimination and anti-eompetitive behavior apt_

competitors in a particular industry;

(2) The effects of past discrimiftltioD aDd anti-competithe bebmor .piNt

c:ompetitun in a particular iDdustIy; and

(3) The impact of the lack of access to tedmical and managerial trainb.. debt

and equity capital, and equipment, on the ability of minority-owDed firms to

compete.
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FEDERAL LAW

In the closing days of the 95th Congress, CoDpas amended the Small Business Act,

significantly strengthening the Government I s ability to help minority firms. One purpose

of this law (p.L 95-507, Small Business Act and Small Business Investment Act of 1958, as

amended, enacted October 24, 1978) was to strelJltben the 8(a) program and attempt to

eliminate what had been a major problem: the use by non-minority-owned firms of fake

"minority front" firms to qualify for 8(a) assista:dce.

PeL95-587~ted aGovemment-wideIUbcoab~PfOF8IIIUDderwbicbprime

contractors must seek miDority businelleS as II1bcrIDbactors. U.... tile lDItIM'.

proYIliou olWslaw, ...... COIItradon 1arIe coatnctl- $1 or_1Dr

COBItnIdioD eoatnctI; "',880 or - - • ...., ......

_d'D'. their pl. lor tile ..or ad , COIltndOn ad nlleoatndon ad

Iaow they IDteDd to ... dille .....

'..'.1.1'q .• '
~'I

In additioa, prime CODtl'aCtOIS are required to obtIin siJD1'ar plaDs from. their larF

subcontractors. However, altbouJb P.L 95-S07..eDKIed DeG'Iy 1~ yeen BlOt there is ItiII

no uniform checklist in use by Govemment .,endes to assess the acceptability of

subcontrading plans; there are no uniform enforcement procedures applicable to the

breach of a subcontract plan; no consistency in reporting iDstrue:tions; and DO consisteDcy

in the interpretation of "f10wct0wn" requirements or the use of incentive clauses.5

5 U.s. Congress. HOUle. Committee on s-n .nsiMSS Miogdty Buejws~
mcpt Elons of the SpD JuRDCM Mminimldm House Report No. 97-956, 97th Ceq.,
2nd Sess., 1982. WasbinatoD, U.S. GOYt. Print. Off., 1982. p.sS.


