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Noncompliance With Section 272

There are indications that the BOCs are already building in-region LD facilities and engaging in other
preparatory activities in anticipation of in-region LD authority. For example, a September 23, 1996
Telecommunications Reports article quotes Alfred Binford, Chief Executive Officer of Bell Atlantic
Communications, Inc. (the long distance unit) as stating that Bell Atlantic intends to complete its in-region
LD network in 1997, about when it expects to receive in-region authority, which means that work is well
underway by now. See attachment.

There are no indications that these ongoing activities are being carried out in conformance with the
separation requirements of Section 272, which requires total physical and operational seplU"ation between a
BOC's local and in-region LD activities. Thus, local and access ratepayers may well be funding these LD
activities through the application ofthe local service entity's resources.

It makes no difference that the BOCs have not yet actually started to provide in-region LD service
and that once they do start, they will be required to provide such services only through separate affiliates in
accordance with the rules established in CC Docket No. 96-149. If ratepayers are funding any part of these
in-region LD activities, or if the BOC's local service entity is contributing any personnel or other resources to
such activities, massive cross-subsidies and discrimination will have already taken place before a BOC
receives in-region authority. At that point, the costs associated with building in-region interLATA facilities
will be intermingled with local exchange costs in the BOCs' regulated accounting system. The addition of
these improper costs to local exchange activities will have the effect of depressing earnings on services that
are today rate regulated or price capped in the intrastate and interstate jurisdictions. Since the vast majority
ofprice cap or incentive-based regulatory plans are linked to BOC earnings, the addition of costs as
substantial as those required for construction of an interLATA network will have the effect of causing
ratepayers to subsidize their construction. Moreover, the participation of the BOC's local exchange entity or
contribution of any ofits expertise or other resources to such construction would result in discrimination,
since the BOC LD operation would receive a benefit available to no other entity. Thus, the purposes of
Section 272(b) will have been sabotaged in advance.

Accordingly, the Commission needs to take prophylactic action now, in order to prevent any further
harm from the mingling oflocal and in-region LD resources by the BOCs. First, the Commission should
require the BOCs to cease and desist from all further in-region LD construction and other preparation
activities until final separation rules can be established in CC Docket No. 96-149. Second, the Commission
should require the BOCs to provide detailed financial reports of all activities to date relating in any way to
such activities immediately, including the identification of whether plant constructed to date is LD or was
installed to upgrade the local network, and capitalized engineering costs, which reports should be made
available to the public. Third, once separation rules are established in CC Docket No. 96-149, and the BOCs
set up separate LD afftliates in conformance with such rules, such affiliates should be required to reimburse
the BOCs' local service entities for the resources provided to the LD preparation efforts prior to the cease and
desist order. Such charges should also be reflected in any imputation analysis in reviewing whether a BOC's
in-region LD services cover all oftheir costs.



l
f

11,21/96 17:32 P,002

~h(1_

HIGHUGHTS: Bell companies say
common fJOBls outweigh differences. for
now• • •Dnlon, Reed analysts see strong,
"sustained growth" for Bells• .•Target
marketing becoming key strelegy for at­
tracting, retllinmg customers.

B...., GTE Lay Out Marketing ~8trategl••,
Swap Suc~ Stories at New York Conference

For what may be the last time ever, the seven Bell regional holdin& oompanies (RHCs) and GTE
Corp. got together last week to discuss their strategies for maintaining loea] exchange market share
while gaining long distance customers. While the tenor of the conference was congenial, speakers wen:
very aware that others in the room soon win be their competitors.

But at least for now, the RHCs remain united against a common enemy: the interexchange cam­
ers that want to lure away local exchange customers. "We've got a lot more in common right'now than
we have differences. We can all help each other by being successful," one Bell company executive told
TR. "When one is successful, we're all success-
ful." The· chaUenae for the RHCs is clear. They
must compete and win in their core local ex­
change service markets if they are to survive.
And, like most other telecom service providers,
they are seeking to become "a1I-in-one" providen
of local exchange, local toll, long distanCCy wire­
less, and video services.

In opening·remarb at the Sept.'18 oonfer­
enee sponsored by investment bankers Dillon,
Reed & Co., Inc., in New York, Senior Vice President William D. Vogel said his bullish investment
stanee~n Bell company stocks is based in pan on their "aggressive marketing" to position themselves as
full-serVice providers. He noted that the Bells' collective $21 billion marketing efforts have outpaced
those 6f potential competitors, including AT&T Corp. But advertising budgets notwithstanding, Wei
Street apparently remains skeptical that the Bells can make a smooth transition from being monopoti*ts
to aggressive marketers. The Bell companies' stock prices have lagged wen behind the projections of::
Mr. Vogel and several. other "buy.side" analysts.

But Mr. Vogel addressed industry and financial community naysayers, who point to the interex­
change carriers'·strong brand-identities and national marketing experience as evidence that the Bells .
may be doomed when competition blossoms in aD telecom markets. "Evaluations based on brand name
are overly simplistic and reflect a poor understanding of brand strength in the market," he said.

The DiUon, Reed· analyst sees a potential for "tremendous sustained growth" among the Bell com-
panies based on the following factors:

• The low penetration rates for value-added services. such as Caller ID;
• The increasing number of new products being introduced by the Bells; and
• The diversity of sales channels they now employ to reach new customers.

That message was not lost on the Bell executives. Recent RHC advertisements, which were a
centerpiece of the conference, are aimed at extending the Bells' presence beyond their home markets
and traditional product Jines. They consistently focus on the same themes: simplicity, technological
superiority, and familiarity. But each company also has taken a different tack in approachin~r U re_
approaching/' according to some executives--<:urrent and future customers.

GTE Promises To 'Help' Customers

GTE Telephone Operations, for example, predicates its new advertising campaign on the premise
that consumers are "confused" and need help in deciding where to turn for telecom services, according
to Clarence F. (Butch) Bercher, President-consumer markets. The company is using the Beatles' tune
'"Help" in its television advertising.
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...... 8ET TO,NAB MoRE WlRELRI cAliLE'.A11Et8
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8eISouth Corp. hat Iigned a non-bIndIng ItIttar of Intent to buy National Wlrel•• Holdings, Inc.'s
Mt.tDa.~ muIItpoInt. dIItItbutionMrllCe) ...... ·in the Milni ........ ma:;nl'f~T
-me~ Slid turIW .....,.,"t ...... becBuIw tIwi ...,. MfO'IIIiIInO a· d.rtrillv.·..~i!r...
ment. ...lSouth, whIah .....,~the right to opMIte' aifMMD$ .,.... N_·OrtMna:(1Rt~:j'I£

S),; II, among;1hl1 compan. tMI have started amasalng ,wi..... oable.TV to fact... quIcK T ...-r:";
entry into video mark.... BIIlSouth allo has obtained cable TV franchis•. in Jhe. Alam. .,.~ D8nitI
Island, S.C.; V8Itavia HIli, Ala., and St. Johns, Fla.

v S WEST 1m To I.e.... 'I;oa1M.s'
t

,James A..Smith, VPanctGenenl Manacer~localmllrtets -for U. S WBS't Comrtu.lriiC81ionS; fJ.tiCJ :1'-'

mi&'it:bave caned hi.~ncepi'tsefttatiOn c'Level'8iiftl:LOCi1nea."'-He laid U s·-WESTud··m·the~
BeDs mastbtbetterat~cntirtg their markets and \uulCntandfniloc:aJ c:ustomers: '~e have JAnblf.
oppOrtunity tollave a better;undemanding ofuurlocaleustomer.:than die eoiDpa!ies entenng OUf?2'~'

markets," he said, noting that targeted marketing is U S WESl"s plimary stntogy for f'etainiaglOcilF-~l'

exchange market share. .. ~
._ --;_~,~~_L~ ..:-', '.,:, ,2~_ .._~L_';Jl IIJ':_

~. ~~~~,~dmin~_~~s m~k~~ ~l¥O~.is. nc;w (O[Ben.oo~~~ ~;~~ t~;~ew
our:~~rs as' the pubU~ utility comm!lSl0ners and 'sta:ffers: .It's a new ~lig~r \J$-tobe abJ~ j§ .. -./_,
address variOus market:fnc' stanilpoints,""he said U S WEsrwas the first.RllC ,t(ftinify its telco ,Opera..:
tions un&r 'a single brand nam~ U S WEST Communications, Inc.·An,fit wu·tlte first to·orientJu' .' _
business units· to market sqinerits, such as video servi~ telephone operations" and data ,netWo.~~.'~.•

. . .; ..•1... "~-.l' :'.

'The new. marketing orientation also occasioned more fundamental changes at U S WEST'~f'

Smith said He noted th&t:tbe teloo hls~epIaced most ot'its scniorexec:utiges over the lait tbref)~.
That Story Was afamiliar one to niaDy·BeIl representatives at the' conference. some ofwhom.on1yj~~
years. werewonmc· fol-COmpanles such as AT&T. Mr. Smith, a veteran of the old sen SysteJDi.~~· .'
joined PacificNo~~~ in 19,79 and is ?De of only twtl seni<;,r.m~geis rema~ng from~be ~~..F
naJ U S WESr CoriunUhicliions team, he wd - .-'., - " '), -'. "...

. '
MI:. Smith also- -ned another familiar (i.f new-found) anthem amoJJ& the Bells. "We are becoming

more and more Ji&orous .i~our cash-Bow decision makin.," he said In a oompetitNe e.mronmellt
where no company win have a guaranteed income, the Bell companies must "make every marketing ~

dollar rouna," he said.. For aampIe, U S WEST is working to reduce its marketing "cycle time"--the
amount of time it takes to mount a response to a competitor's marketing initiative. The key is to
respond in "no more. than three days," he said.

"We have been networlc..c:entric businesses, but that is no longer tile case," Mr. Smith said. He
noted that at U S WESI'. "marketing is becoming first among equals, at least in my opinion." Utile
Bell companies don't take adftnta&e of the unique characteristics of customers in their regioris; they
will lose an inherent advantage, he warned.

NYNEX Works T. It.,HicII-V.lae C8sto.."

Brian R. Lane, Group VP-marketing for NYNEX Corp., noted that hisoompany has somewhat
more experience with local competition than other RHCs. But for NYNEX. it is the ·'gIobalization" of
telecommunications that is driving marketing plans. "New York City is the birthplace of local competi­
tion•••We're not conc::emed about opening the local market," he said NYNEX is looking forward to
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''That's siJniJi~t from' a ~it and market-·
illl perspediv~;":.l1csaid,..addjPI that about 80%
of Jong distancerevenucs· are. generated by resi­
dential CODSUlBe,rs ,and smaU I,)~ncsscs market
segments Bell Atlantic thinks it·can win over.

The vehicle for NYNEX's success ill tbis market is an optional fiat-rate pricing plan. It ~as signed
up 1.1JPilli~,~benfor1he plan in the Iastcyear. Whc-.HYNEX knew the intraLATA toU.-r­
~WP..UI.4;be;·~W~~~oD,·it~~e ~P'~jts. pf.In to r«aiD custom~ Mr.J.4Qe"
said. £1lt:raA-~:th&~.~~~petilionwith cOnfusion ..:"..ntion, and.it targeted SIDIB.",,.1:
nCSSC4.~ The;~~~"'~llclpedcuslOmerretentiqn.J~-.Jso.'stimulatedusage, which h~lped.,to
offsct~ ~~~:tq)Orted. ',/1:"'."0,,.;; ',' j, ,.>i',':

• 'It ,.~,i!r.r"';'"
lei Ada" M,,, ••, Lt.nidl- Stntm

::~~«;.~~~_~t,an~-Chief'~oftie#~.q(::~~'Admdc,CommUDicaiioDs, J.!c..- 0

(~~, ~C'J;JS,W~:~t)" laid, ~~earlyoUr jntaltiOD:~~'ha~ a·stlODC ~etail. positi~ inbO~J( .
ClOr~ anq ~me~...,..~~... :Jell Atlantic believes its new iBarbu (e.g., km& distance semce}.ha:ft,
mO,re "upSide, ,~Jts cofc:bUanea.. For example. custoIner,~e of long distanceservicc"is giow,in&
in double di&i~' UDmce l!'cal sCrvice," he said. . .... - .'. 0

"_ '. .'~1J:;; rj ',. :. ";' '.; ".:' , :- 0.':0', •• ;,.;. ;, ':' ".~.'

~~.~;::~~.w1~~~.~
year~'A~,~~ ,~o;st.M>% ofihc long '. ,.-, ..; . .. '.' . .. .-,'
distance caUsorigirianng'in'Be)rAtlanti~s sev~n ~:2," ': ATAT"aIIWNG ...... ' Hr:r

states also tenninate in those states. AT&T Corp. has~ a new service
platform providing business ouStornert con­
sofldated'bimng 'N&d customer seMc8~ The
platform.. ciIhd -AT&T.All. It allows custom­
ers to chqe their choICe of SeMces at erf1

time without changing calling plans, AT&T
said.

fevilioD of1be.fedcnI·.~ ~~d.~i1II-~'iiiNji,-.hOPiDi~Cse Idions'diJbr itto
implement "a more~~itruCt6~ and tUe·tia&IcIcii Out":of'fIS'lOca1 service rates. . •
• ;:':;.,"!/ .2Q,.,:bfo~, cr3eki-1i\'\" '::.r:,>, ."~. '"": ~' ·:tC:~,;.c: ,.: :.:". - . -': 'i~e :
. ~~ ...... &OJll rJ1e:~f.eplatorY""":iI'''IDIDIJCIbk,'' eaordi~1D.Mr. :
Lant%,c,'{beltIBt~'''' 'lea•.that ~u C&JIDO( ,RIIIIIJ1(I)'5.ofthe·martet proIiCabitity.:~
)lave :toJcanJibt:nr.1we;Qllro.en JIiOfifabIy.'t,;,1bat CODCCftJa 'UDfamQiar to moaopoliils,bUt ';-,:, •.
NYNEX::bu t uDllod .at<tea6rFtItrouJh,compdition in thc.:iRlIaLATA (Ioc&Jaa:ess and lranspmt
area) ~iet9iCe· ~::Iie'8aicL,::', . ";.-." '::. ' .

Mr..Lane said NYNEX is winninJ back customers it lost in the intraLATA toll market in New
Yori (cansptacecl'betweenNew Yodt City's ftve boroughs). New Yorers can presubscnbe'to an ­
intralATA to11, ~rrieJ :IS weD as an,interexcbange .emce.curier. ;NYNEX has learned lCSIQDI.~t

market ~:_;~~.tiio~ ~~ havin&.~ bard~"~1~.tbehi&b::valueQJStO~"'~.MicI.,
nOunl tli8fNYHmC..~:~Ib)e ~~.. l,_ i "maai'smatt ~~Cuitomcri,.whicht)rpi(:aJlyJn ••Jot .
ofintnlATA:t01IaJlS."~· .~.. .~~~~_.- (~ " ,.' . '" .....'

"1'..
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The program Includes cellular, long dis­
tance,locat exchange, messaging, local toll,
Intemtlt access, callIng card, and 8500 Easy­
Reach- MNice. It wiU be .xpanded as nWl
business services are offered, AT&T said.

Bell Mantic currently is leasing Sprint
Corp.'s longdistanee services for. resale to cus­
tomers in North Carolina, .Michigan, and Tens.
It pays Sprint TOUghly 1.S cents per minute for
each caU, Mr. Binford said. But after Bell Atlan­
tic completes its merger with NYNEX, "the pop
[point of presence)-to-POP coats will be material-
ly smaller." NYNEX also leases Sprint's long distance service; it has signed a contract for Sprint to
carry in-region long distance Qlls when NYNEX is allowed to enter that markeL
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-~MQ~ c.,..,.. joIn.. ttw:gnM1n~numblf".... compMt. tigIMIl1ng Nt} (

tMIb to pnII)Mt:tlr;a 'men iii'*!'~wtVirOnmn.~A~tpOIcI\IIMn-'l:Oi......WIll wcj.1
~ ... Ma". MaIa,u.k'" DMiion .. undergoing a -minor~· thIIt~ • .,.. hun-''J'tt,~

dfWI wOrtlaar_.__ftalonwld.: BUf he-'AkI the .,.,...,or~WOik.ra .IHr1afAiis .
~th8n 1he5001IguN·"*«LIn ·PJ8U reports.· ~" ':.:, :; ,J.: \ "'C '; ,;','. r·l:"~

_,.'~ _.-:~,.,."'"\.,.•. 'I , .,' ...._--:~ ".- '"," ;" .., .;,4 --~,.

The call ClintaN~e~'" and suPPort SerVfC8S to reliclentiallq'cflatancie c:ustomers. Afred- . '.
8dWOrk~non~rldUdesa. pertonh6f, 'manag_,~..... and ~8tomer'~ ... ~:,
~, the spakftmen said. Some work... are befng ~ed.kClChers are being offered

~E~~:~~~~~~;;~~:9i.::'.·....·
. ..;. .. ~ ", .......... : ' .~ ",.-

Belt Atlantic'estimates lbat it will cost $250 million'to build a long distance ne~rk: in itS'mid::': 'v

Atlantic region. Once the network is complete~ the company would reduce its transport costs on -in-

~~==:::~~:::o~~~I~:Iri~~~r~.:nH'~J>~~RJ:'~.~
~te-i,tsn~~Jn,l997,"Jx»utthe sametilQe ~ exp¢CtS to Qf[a &regi~19n9-dU1tance-se~'.

',., dY~n~r~:~~:.~n~~tic prOduqf"~:-h~~eb~~ ~ ~ pl~.:~; that~~~.~~~t¥~~
p~cri~w'~.:lIJi~!~:~~1ij;4,:11\C'C;o~~a1~ h~ ~e~i'W1"F~dc'a4swi.~ itsspok~~fUA
Jatate(Earl)oIi~.proJ~:BellAtlantic's "totalpr9"lder" imaF- ,"In ev~·month,weD oy.eraqm~hm
liOifciJstOi'liers' 8sk us 'about_~J1Ad~tic long distance seMce," Mr.Binlord, sai~ ,~d wben ~Ii" i,

Atlantic has satisfied federal requirements "for providing in-region 1011& distanee services, "Well be~
to ~:1)o,youuse~Atlan~cforall yourlonc di~nce needs?'" Mr. Binford~that~.",

AtI~!ic's- telco in Maryland·win be the RHC's ti~ to meet requireme)Jts of thc"oompetitive~
spelled out in scetion 271 of the Telecommunications Act of 1996. (CbecldistrequirementslBust be; -'
met befori,a .Bell company provides in,.;~gion interLATA services.) , _,[' ,L .
_. .-·i;~ :i. '., .- 7·;~:bl_;.'· -~~~

BeD Atlantic also is keeping a close eye on the intraIATA toll market, e8pecially in Pennsylwnia
BDd:New leDet', which constitute more than halfof Bell Atlantic's Sl~ billion in~TA toll hDchise.
Last month Bell Atlantic i.ntroduced a Oat-rate pricing plan in Newlersq-. 111 Peonsylvania. it is:otJer-:
inC various.intralATA toll di~t plans that are offset by hikes in the price of directory assis~.,

and "0+-"~~ ,'-'1'<-;.

....... Pgps Up ...... N..

For BeUSouth Telecommunications; Inc., new oompetitive opportuniticspresent newchalleDgei.
Test marketing over the .last two years showed that BeIlSouth «wasn't being given credit" for its techno­
logical leadership and its high service quality, said Charles B. Coe, Group President-customer ope'ra­
dons. Part of the problem involved the consolidation of BeIlSouth·s teleo operations under the single
brand name used today.

, In October 1995,.fewer than 30% recognized the "BellSouth"" brand name. So it embarked on an
agressive strate&)' of "brand buDding." BeIlSouth's advertising is pred to linking technological. inno-'
vations with the needs ofordinary people. And like some other BeDs', its ad campaigns also have
stressed the unique features of its service territory. Today more than 80% ofthc customers surveyed
recognize the brand name. Neverthcless, Mr. Coe said, Be11 companies "cannot depend on advertising
and marketing alone." They "must deliver on [service] promises every day. Service quality is number
one on our list; it should be numbcr one on anyone's list," hc said

For eDJIlple, the company has succeeded with its "customer-desired due datc" provisioning system,
wliich allows customers to decide when to receive the monthly telephone bill. "EverybQdy loves it," Mr.

Telecommunicetlons Reports
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f ~-iaid.-AitCfthe~~~~ plifIosoPiaJ tCMnfprobtem:tOMnJbi'e~~le reiO-' ,
.::~. &utiOD" over -operatlOilal·etlcieaor ..BeU~ ·Iike most te~ ued to measure Its ability to respond
I.. . to customer pn)blemJ by how 1onJ. deplrirnent took tCtpass the problem' to another department.
J< "Now ~:lIlcame how often a probJemis-rc:aoMd after the:lirat-QII&oIDcr cal1," he laid. ." "-r: ~ .. -.'._...: .... -."., ("[" '. ~ ": ..p£ ~ ~ • - • - ,~. :-.:f(-'

~. . ~etiDl'101.seys F.Jfter existiD&CUItOmell," Mr; Coe said. That"s' a &ood strate&Y (orBeH·
South. which serves 22 mOtion access lines and has enjoyed a~ p'owth rate in vertical services in the
last year. 1lQs year Mr. Coe expectS BellSoutb's vertical seMce reveaues to exceed $1 billion for the
first time. ,~ere is enonuous opportunity in vertical services crowth when you oonsider [that] penetra.
tion ~~_Tfor __~uch servicesr~elow," he said. , " ,

. ~tJil~ vel1icalJeatures is~.Mr. ~said Consumers let "fu2:z.y"..amneault•.
~rogy. With abrand name~ "Fronl". cUitorDer sta1ldpOiDt, 'being a tedmoJoay leader iiirrdewua. :
¥ou~-JOt to-find a-way to malteteclmoJo&ymarketable;"-' BellSouthwas'able~'use the OIympic:r1lr:

'- communicate how its technolol)'. enabled 'people aD over the world to experience tbe 1996 Summer
Games. . - _

AMeriteeIi ...... 'Pr!4!et ........' siratm
_. -7 ~'5 -'-;J~~~::' _~,~. -. ~~~~. .; ....:

. 1'It,Omas'Jl'Reiman-,'PriaideiJt-produet manacenient at Ameritml Corp~, was'quick to note, wntere
are somecli~e!Cnces emer&illlamong the Ben companies, and.~t just in the different adve~ing
ciompanies_ use. ~f you focus only on gainin& or 10&11\& market share, you ~iss ,the. bi& picture.". , .
Ameritecb,'for examPle, is focused lass OD market segmenu and more on P~uets. "Product man.
ment has b~'a nondevelopeddiscipline in communications. ••We became serious about it four years
-&0 as we btpn acquiringpr~ managers" from other industries, be said.

..J..,) ~ .:.. _ ~'.. _. , . • ~ • t • __ • ;

Anieritech also has been hyiDg to show how its teehnololY can affect the Jives of ordinary Amen·
c:an&·But it bas taken that-effort farther than other Bell companies. Ameritecboperates the"HwnaiJ
Factors" propam to test-lDarlcet its products in maD towns. This tClting early in the development, .
cycle helps to ensure that Ameritech's products (interactive lV, for example) are easy to-use and un·
de~tan~. Mr._,Rei~~ said , ,

';. - Ameritech has several prOducts under development-a family ofvoic:e·recognition products, for'
CDmple. And Mr. Reiman said,there is a "strong" customer need for its Speaker m,'computerized"
training.nationaJ directoty assistance, and asyDchronous digitalsubscn"ber-line (ADSL) offen., He is
particularly excited about Speaker ID, which verifies a speaker's voice pattern. The company mukets it
to law enforcement agencies as a method of monitoring home-mcaree,rated criminals. In one deal,
Ameritech sold the system to a law enforcement agency, which now reseUs it at a markup to prisoners
who ,want to be incarcerated at home.

Asked what Ameritech has "learned from local competition in Michigan,;' Mr. Reiman said, "Cus­
tomers get confused and they don't want to be confused. They got tired of the long distance wars."
Competing on price isn't going to attract customers, he added, because pricing systems often are con­
fusing. Regarding other markets, Mr. Reiman said, "Our cable 'IV experience is wonderful. We com­
pete with cable .1V oompanies that have franchises all over the country, but they go in to do something
special only in the markets we're in." Ameritech operates several cable TV companies in Ohio and lUi·
Dois and is building itS own systems in several states. -

Padlie BeD Pre.."S for LeU Distaace FilIal

Elizabeth A Fetter, President of the Industry Markets Group at Pacific Bell, hi&lilighted ~er

company's "record year"' for wholesale sales that surpassed company projections. The number of new
lines served also has bounced back this year: 432,000 between January and June. That's a 400% in­
crease over last year's performance and 150% better than the company's four-year aver. for the first
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.. months ill eacb~~~ paa...1Le~edpd that the &D.mdal'~:*'J has regudccl
Pacific BeU». parent c:ompanyf"~fic Td~is Group, as amolll~~est BH<:,s.,,·

-... .t.- ". ,:.. -. r:' -.•~ '.'" '. iI .. ~" . - <' _ • r .. - • ~.-"-' ~..... , ~ ....- •

. '.
, ,h:itlcbas'~ from a cbronica1ly slumpq California ea>IlOIDJ.for sevcralyQO, wbidl,it; ,.

btamesill;pll't.fOi~aDeJliie ~ line growth over the past two yeaB. It~ took financial.hi~;~r:a
Pacific Telesis spa' oft,its·UDreaWatcd service unit, AirTouch Communications, ~c., in .1994.and tbe :' .
tela> drasticaDy CutSwitdled accCss rates in 1995. Now those moves are beginniDg to pay o~ said Ms. ~

Fetter. California bas the lowest switched access rates in the country, averaging 2 cents to 3 cents a. _
minute. In contrast, Teas has one of the highest rates, nearly 12 cents a minute on average.

. Thole fiptci_n. be vel)' important as the baUle for lona distance customers heats up next year,
MI.-Eetter _l<€altlOaliaisa,booaRza market for lonadlsraneccdiftl.· Nearty'~%ofd;t13~~~--,
cIiItaDce'phoacC'llktlfilinatei..*state;· And·tbebip 'VOlume, She Sak\ maka~Plcit1c:BeU~)~~
talJCt for the interac:1lqe caniel'lbec:ause ..the stakes are.hiper."CIlifomia 'a«ounts fur ail 'eMm
mated 20% of AT&:1"s total originating minutes of use, 19% of MO Telecommunications Corp.'S;~
of Sprint's, and 17% of WorldCom, Inc's.

....pte~oJi-~.o~~r·~.~ ~tic !~l~ is:.~a more~de~,·s~iegy to '.. ~ . ~.(~
to c:u.stomers mt~ local sClVlcc l1larkets.Paatic "IS tlyll" tom~ r~e,as a~lVeas poS$ibl~rh '
potential m~tei'e,ntraDts. ' That~s the best way it C81l preserv~ revenue as ~mpetition ~gins, ML' -;'t((1.; "

Fetter said' - <- ". . " . '. "
. .' . .. -. d~ ,-';'l'fJt>b,

She cited "four ways you can sei'Ve customers in a com~titive environment: (I} a clear sale;..ln
whicb you.RUin die customer and provide all the services; (%) reI;8le at, say, a 2D% discount (off dlel():J

retail rate], in whicJlyon keeptlle;DetwOdt traftic; (3) near sale, in whidt you don't cany the~ III
only seU the linkbetwcen the CUStomer and the service provider; and (4) no sale." Shea~ ~e're

being very agressive about neJOtiating with competitive LECs to make resale as attractive as possible.'
and to retain as muCh reven~eihare as possible...· -,'n·:'!

. - ... ·-~n 1(~\

SIC Looks To 9I!f!Mk eomftlltit.

James D. GaDenmore, VP-marketing for SBC Communications Corp., noted that his company.. '
Mmakes a big distJnction between the rules of engagement and preparing for competitiOn. My joti Is to:
be ready to compete, no matter What the rules are." He highHghted Southwestern Bell Telephone Cd.'i
preemptive moves to block future Competitors from gaining a footbold in its local markets.'.'l~·.r}

For instance, "We knew competitors would attack multidweUing units" as a market-entry stratccy,'
. Mr. Gallenmore said. So Southwestern Bell started a program three years ago to sign multiyear COD­

tracts covering local and long distance access services to big apartment buildings. It now has about 900
complexes under contract, preserving about 200,000 "highly threatened consumers."

Mr. GaUenmore also trumpeted "1.Dcal PJus," Southwestern Bell's fiat-rate calling plan for intra­
lATA toll calls. It plans to roU out the service in its tint major market this year-the DallaslFort
Worth area. Southwestern Bell has taken 12,000 advance orders for the plan through a "limited, hi&blY
targeted" marketina campaign that didn't include direct mailings or broadcast advertising, he said. That
experience has led SBC to say, "Yes, we are believers in flat-rate long distance services," he remarked.

Like most other Bells, Southwestern Bell is concentrating on target marketing to take advantage of
unique JM)pulations in its service territoI)'. For example, the company serves many Hispanic customers.
If the planned merger with Pacific Telesis takes place, the new company would serve 25% to 50% of
the total U.S. Hispanic population-a group with high rates of international calling, Mr. GaUenmore
noted. Southwestern Bell is targeting this population, as well as "busy households and ca.mpuspopula-
tions." These customers represent a natural advantage for Southwestern Bell, he said. 0
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