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MCI Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006
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Kimberly M. Kirby
Senior Manager
FCC Affairs

EX PARTE OR LATE FilED

EX PARTE
December 10, 1996

Mr. William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, NW Room 222
Washington, DC 20554

Dec 10 VC;'L. .. ,';.10

Fede!::li C;f!')rlm:'~!::!iGI1$ GMmr:lssion
OifiCil of Sccn,tary

Re: Implementation of the Non-Accounting Safeguards of Sections 271 and 272 of the
Communications Act of 1934, as amended; and Regulatory Treatment of LEC
Provision ofInterexchange Services Originating in the LEC's Local Exchange Area,
CC Docket No, 96-149

Dear Mr. Caton:

On Monday, December 9,1996, Mary Brown and I ofMCI met with Dan Gonzalez. The
purpose of the meeting was to review MCl's position in this proceeding as stated in MCl's
comments. The attached documents were used during the meeting and outline the topics
discussed.

Due to the late hour of the meeting two copies of this Notice are being submitted to the Secretary
of the FCC in accordance with Section 1.1206(a)(l) of the Commission's rules the next business
day.

Sincerely,

~1t1.K~
Kimberly M, Kirby

Attachments

cc: Dan Gonzalez (w/out attachments)

No. of Copies rac'd n J-I
UstABCOe ~



CC Docket 96-149
Sections 272 and 271(e)(I)

MCI Communications Corporation

December 9, 1996



Section 272 (b), (c), (e) and (g)

+ (b) Structural and Transactional
Requirements

.+ (c) Nondiscrimination Safeguards

+ (e) Fulfilltnent of Specific Nondiscrimination
Requirements

+ (g) Joint Marketing



Section 272 (b): The separate
affiliate required by this section -

.' • (1) shall operate independently from the Bell
operating cotnpany;

• Applies to holding company as successor and assign
under Section 3(4)(A) and (B) to the extent that holding
company performs BOC functions.

• BOC cannot use any third party as vehicle to coordinate
activities with LD affiliate that may not be coordinated
directly.

: • Requires complete physical, operations, and
administrative separation.



Section 272 (b): The separate
affiliate required by this section -

I

. + (2) shalltnaintain books, records and accounts
in the tnanner prescribed by the Cotntnission
which shall be separate frotn the books,
records and accounts tnaintained by the Bell
operating cotnpany of which it is an affiliate;

+ Does not preclude affiliate frotn performing
functions that have been traditionally
outsourced -- not functions that become
outsourced in anticipation of cotnpetition.



Section 272 (b): The separate
affiliate required by this section -

+ (3) shall have separate officers, directors, and
employees frOlTI the Bell operating company of
which it is an affiliate;

+ Does not apply to limited outsourcing
': functions.



Section 272 (b): The separate
affiliate required by this section -

"

+ (4) may not obtain credit under any
arrangetnent that would permit a creditor,
upon default, to have recourse to the assets of
the Bell operating cotnpany; and·

Exception: None.



Section 272 (b): The separate
affiliate required by this section -

..

.+ (5) shall conduct all transactions with the Bell
operating cotnpany of which it is an affiliate
on an ann's length basis with any such
transactions reduced to writing and available
for public inspection.

Exceptions: None.



The FCC must take the following steps now in
order to ensure that the DOC and the affiliate
are dealing at arm's length:

Now: BOCs must cease all on-going LD construction in
anticipation of in-region entry.

Now: BOCs must file detailed financial reports relating
to in-region LD construction.

Once Separation rules are established the BOC affiliate must
reimburse the BOC for LD construction.



Sections 272 (c) (1) and 272 (e)

• Nondiscrimination Rules Apply To
Transactions That Are Otherwise
Allowed

• Limit On Authority, Not Grant of
Authority To Violate 272(a) and (b)

• Focus On Provision By BOC Of
Exchange Access To LD Affiliate



Section 271 (e)(I): Limitations
~. + An IXC may not:

(1) Condition the offer of long
distance service on purchase of
resold BOC local service and vice
versa.

(2) Offer cross-product discounts for
resold BOC local service and IXC
long distance service.



Reporting Requirements Should
Not Be Burdensome

+ Existing Reporting Requirement Should Be
Maintained With Two Minor Additions

+ The FCC Cannot Assume Good Faith

+ Section 272 Is Not "Self-Executing"



CritcrioD ARMIS 43-05 Co••eDtI

Local Service Installalion Interval Already report: Must be broken out among DOC,
TABLE II-INSTALLATION AND REPAIR affiliate, other
INTERVALS (Local Service)

INSTALLATION INTERVALS:
Line 0130: Total Number ofCircuits or Orders
Line 0132: % Commitments Met
Line 0134: Average Interval

Additional Line Installation Interval Analoaous to ARMIS 43-05
Installation Intervals

Must be broken out among BOC,
affiliate, other

Custom Calling Installation Interval Analogous to ARMIS 43-05
Installation Intervals

Must be broken out among DOC,
affiliate, other

Local Carrier Change Interval Analogous to ARMIS 43-05
Installation Intervals

Must be broken out among BOC,
affiliate, other

Exchange Access Service Trunk/fransport Already report: Must be broken out among DOC,
Installation Interval TABLE I -INSTALLATION AND REPAIR affiliate, other
(OS IIDS3/S0NETIDark Fiber) INTERVALS (Interexchange Access)

Must report DSIIDS3/SONETIDark
INSTALLATION INTERVALS: Fiber only (combined special and
Line 0110: Total Number ofOrders or Circuits switched access data)
Line 0112: % Commitments Met
Line 0114: Average Interval (in days)
(reported separately for switched and special
access)



PIC Change Interval Analoaous to ARMIS 43-05
Installation Intervals

Must be broken out amona DOC,
affiliate, other

Local Service Average Repair Interval Already report: Must be broken out among BOC,
TABLE If - INSTALLATION AND REPAIR affiliate, other
INTERVALS (Local Service)

INITIAL TROUBLE REPORTS
Line 0145: Out of Service Rpair Interval
Line 0147: All Other Rpr. Interval

Local Service Initial Trouble Reports Already report: Must be broken out among BOC,
TABLE II-INSTALLATION AND REPAIR affiliate, other
INTERVALS (Local Service)

INITIAL TROUBLE REPORTS
Line 0141: Initial Trouble Reports
Line 0144: Out ofService Trouble Reports
Line 0146: All Other Trouble Reports

Local Service Repeat Troubles as a percent of Already report: Must express the ratio of Line 142 to
initial trouble reports TABLE II-INSTALLATION AND REPAIR Line 0141 as a percentage

INTERVALS (Local Service)
Must be broken out among BOC,

INITIAL TROUBLE REPORTS affiliate, other
Line 0141: Initial Trouble Reports

REPEAT TROUBLE REPORTS:
Line 0142: Repeat Trouble Reports



Percentage of interexchange access trunk Already report: Must express the ratio of Lines 189
groups exceeding an industry standard for TABLE III - TRUNK BLOCKAGE or 190 to Line 180 (Total Trunk
blocking Groups) or Line 181 (Groups

Line 0189: FGD Groups Exceeding Design Measured) as a percentage
Blocking Objective for 3 months
Line 0190: Other Groups Exceeding Design Must be broken out among BOC,
Blocking Objective for 3 months affiliate, other

Number of reports of Exchange Access Analogous to ARMIS 43-05
common transport busy hour blocking Blocking Report

Must be broken out among BOC,
affiliate, other

Number of reports of local interconnect busy Analogous to ARMIS 43-05
hour blocking . Blocking Report

Must be broken out among BOC,
affiliate, other

Exchange Access Service Average Repair Already report:
Interval TABLE) -INSTALLATION AND REPAIR Must be broken out· among BOC,

INTERVALS (Interexchange Access) affiliate, other

REPAIR INTERVALS:
Line 0121: Average Interval (in hours)

Percentage ofexchange access circuit failures Analogous to ARMIS 43-05 Repair
within 30 days of installation Interval reporting

Must be broken out among BOC,
affiliate, other

Billing disputes, measured in amount in New Requirement
dispute and as a percentage of billed revenue

Must be broken out among BOC,
affiliate, other



Payment intervals for wholesale services and New Requirement
unbundled elements

Must be broken out among BOC,
affiliate, other



--*Mel

Mel Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006
2028872375

Kimberly M. Kirby
Senior Manager
FCC Affairs

E)( ~) t ~i.;.' '~i ~-

:i

November 25, 1996

Mr. William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, NW Room 222
Washington, DC 20554

Re: Implementation of the Non-Accounting Safeguards of Sections 271 and 272 ofthe
Communications Act of 1934, as amended; and Regulatory Treatment of LEC
Provision of Interexchange Services Originating in the LEe's Local Exchange Area,
CC Docket No. 96-149

Dear Mr. Caton:

On Friday, November 22, 1996, Tony Epstein and I met with Suzanne Tetreault and Debra
Weiner. The purpose ofthe meeting was to review MCl's position in this proceeding as stated in
MCl's comments. The attached documents were used during the meeting and outline the topics
discussed.

Due to the late hour of the meeting two copies ofthis Notice are being submitted to the Secretary
ofthe FCC in accordance with Section 1.1206(a)(I) of the Commission's rules the next business
day.

Sincerely,

~!.~
cc: Suzanne Tetreault

Debra Weiner



--*Mel

Mel Telecommunications
Corpor.tion

1801 P!!nnsylvania Avenue, NW
Washington, DC 20006

Sections 271(e)(1) and 272(g)

The focus of Section 272, and this ruJemaking, is the requirements for BOC separate
affiliates and the competitive safeguards necessary in order to ensure that the aocs do not abuse
their market power. The focus of Section 271(e)(l) is to prevent, for a limited time, one category
of interexchange carriers from certain marketing practices relating to aoc local services that they
have a right to resell on an unseparated basis. The two sections serve very different purposes.
They are not intended to be interchangeable nor should they be interpreted as such.

Thus the Commission1s focus in this proceeding should be that competitive safeguards for
aoc affiliates are necessary in order to prevent the abuse of market power. The 1996 Act
recognizes the aocs' continuing local market power in a myriad ofways, including stringent
conditions that must be satisfied before granting in-region authority as well as the separation and
other requirements of section 272. These requirements, which are imposed on the aocs, not the
IXCs, are a legislative recognition that the marketplace already restricts the IXCs with respect to
market power and therefore the BOCs require greater restrictions in order to create a "truly"
level playing field. The legislature did not similarly restrict the IXCs and other new entrants.
Sections 271(e)(I) and 272(g) should be interpreted in a manner that recognizes the vast
differences in market power.

While MCI and other new entrants may have name recognition in the long distance
market, the aocs have a business relationship with every single residential and business
customer in its region and at least equal name recognition due to advertising paid by captive
ratepayers, including interexchange carriers. MCI must overcome that 100 percent market
disadvantage and will not be able to do so if regulated to the same degree, or even similarly, as
the aoc affiliate. That is why the act does not require MCI or any other interexcbange carrier to
provide any local services on a separated basis, including resold aoc services. The restrictions
that the aocs would impose on the large IXCs prior to the aocs' obtaining in-region authority
(i.e., separate sales channels for local and long distance services), would create a de facto
separation requirement for IXCs, which is directly contrary to the language, intent, and structure
ofthe 1996 Act.



--*Mel

Mel Telecommunications
Corporation

1801 Pennsylvania Avenue, NW
Washington. DC 20006

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, ChiefExecutive 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
Wlderway by now. See attachment. .

There are no indications that these ongoing activities arc being carried out in conformance with the
separation requirements of Section 272, which requires total physical and operational separation between a
BOC's local and in-region LD activities. Thus, local and access ratepayers may well be ftmding 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 ftmding any part of these
in-region LD activities, or ifthe 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 accoWlting system. The addition of
these improper costs to local exchange activities will have the effect ofdepressing 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 ofthe BOC's local exchange entity or
contribution of any of its 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 wtil 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 ofwhether 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 affiliates 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 BOe's
in-region LD services cover all of their costs.
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"'Ia, GTE lily OUt llarketingStrategl••,
Swap Succe" Storie. lit New YDrk Conference

For what may be the lISt time ever, the semi Bell rqional boldine companies (RHCs) and GTE
Corp. JOt together last week to discuss their stratepes for maintaining local exchange market share
while pining 10Dg distance customers. wmle the tenor of the conference was congenial, speakers wert
vety aware that others in the room soon WIll be their competitors.

But at least for now, the RHCs remain united apinst a common enemy: the interexchange carri­
ers that want to lure away local exchange customeR. "We've lOt a lot more in common right now than
we have differences. We can all help each other by being successful,"' one Bell oompany executive told
TR. "When one is successful,we're all success-
ful."' The chaDense for the RHCs is clear: 1hey
must compete and win in their core local C'I­

change service markets if they are to survive.
And, like most other telecom service prO\'iders,
they arc seeking to become "all-in-one" providers
of local exd1angc, local toll, long distance, wire­
less, and video services.

In opeDingremarb at the Sept;18 confer·
ence sponsored by iJrJestment bankers Dillon,
Reed &. Co., Inc., in New York, Senior Vice President WiDiam D. VoJd said his bullish investment
stance ~n Bell company stocks is based in pan on ttleir "agressive marketing" to position themselves as
full-service providers. He nOted that the Bells' coUective $21 billion marketing efforts have outpaced
those of potential competiton, including AT~TCorp. But advenisin, buctaets notwithstandiJl&, Wd
Street apparently remains skeptical that the Bells am make a smooth transition from being monopotiirs
to aggressive marketers. The Bell companies' stadt prices have lagged weB behind the projections of';
Mr. Vogel and several other "buy-side" analysts.

But Mr. Vogel addressed industty and financial community naysayers., who point to the interex­
change carriers',strong brand- identities and national markedq experience as evidence that the BeUs
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" 3IDOI1I the Bell c0m-
panies based on the following factors:

• The low penetration rates for value-added services, such as Caller ID;
• .The increasinl 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 excc:ut:ives. Recent RHC advertisements, which were a
centerpiece of the conference, are aimed at extending the Bells' presence beyond their home markets
and traditional product lines. They consistently focus on the same themes: simplicity, technoloJic:al
superiority. and familiarity. But each oompany also has taken a different tack in approaching-or ··re·
approaching," ac:cordiDl to some executives--cunent and future customers.

GTE Proapes To 'Help' Caltomen

GTE Telephone Operations. for example. predicates its new adYenising campaip on the premise
that consumers are "confused" and need help in deciding where to tum for te)ecom services, according
to Clarence F. (Butch) Bercher, President-consumer markets. The company is using the Seades' tune
''Help'' in its television advenising.

Tetecommunications Aeports
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BeDs most be better at....entina theft lUIkefI'and UncIetstandiDi'1OcI1 alitbmers: '-We 11m h hIt,

oppOrtuidty toll8\'e a better·1I1lde.....teIn& ofour'localeastomen:tban \tle coiDpaIies enteriDJ o\tf;>-'"
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our:~~rs B:the pu.bU~utD,itycomm~enand'stlffers: 'It's a Dew~~r u'tobe abJe~ ......
addreSs variOus marlcetin(,standpojDtS,"'he .said US WEST was the liutJUfC .~o:UDify its teJcO .~ra­
Dons under'. single bnnd name, U S WEST CommunicatloDs, Inc. ADent wasdte first to'orienOU
businca units to market sepnems, such as video services, telephone operaCions,. and data netwo~ia&.'_
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The new markeDnc c:»rieDtaDon aIJo occuioned mol'e_ fundamental cIlanFs at U S WEST, ~t..

Smith said He noted that·the telco. has replaced most ofits senior ~ecutiw:s over tbe laitthr~..
That italY was afamiliar one to JUDY Bell representatives at the confe~ some of whom only ~t#
years arP were woztiDl· fo[.COIDpIDia such .. ATIl.T. Mr. Snli~ a veteran of the old Bell Syst.·....
joined PldBcNo~ BeD in 1m and is ODe of only two senior manageis remaininJ from the ~.­
nal U S WESr Coram11hicliions team, he said .'. - '-'. - - ,:,'j"f., :.l,

u S WEST Tn! T. !emr- 'IMat,."

. '

Mr. Smith also- aired another familiar (if DeW-found) antbcm &IDOII& the Bells. "We arc becunaiIIc
more aDd more J1aorous i,~our cash-Bow deciIioD maid.," he said In a mmpetitM eDYiI'OlllJlelll
where. DO COIIlpIIl)' win line a pannteed iDcome, the Bell companies must "make every marketine .
dollar COUIIlt" be laid... For aampIe, U S WEST is workinl to reduce i1l marketing MC)'de time'"--the
amount of time it taka to mount a response to a competitor's marketiD& initiative. The key is to
respond in "no more, than three days," he said.

"We bPe been nctwollc-centric bUSinesses, but that is no longer the cue," Mr. Smith said Be
noted that at t1 S WEST. -martetine is becxmliD& fint amonc equals, at least in my opiIIion." If Ibe
Bell companies don't tab advantaee of the unique characteristics of aastomers in their rqions; they
wil1 lose an inherent advantage, he warned.

NYNEX w,. T.".Hi+:Va" c........
Brian R. Lane, Group VP-marlc:eting for NYNEX Corp., noted dlat biscompany ... IOIDeWhat

more experience with local competition than other RHCs. But for NYNEX. it is the ""lIiadon" of
telecommunications that is driYir&& marketinc piau. "New York: City is tbe birthplace of Ioca1 competi­
Don. • _We're not c:oncemed about opeDiDl the local market," be said NYNEX is lootilll forward to
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Yori (calIS j)&iCiiI·betieeD New York CitYs 8ft boroaps). NewY~n caD preaubscnbe'to aD

intralATA toU carrier ;15 we1l.1S an intereJl:bln&e JerYice tarrier, .NYNEX bas leamed leucms. about
market~.-t~ioJl ~~ laniDIa haId.....~I:JbeJdlb.-ftlue CUItOIDqI,"~'iIid,
aOaJia' tliiflft1fBX~~8ble ~Hbht'~'amaD biiW~~.Wbich typiQIly:m••~Iot
of intnLATAtGII-aDs. .~.. . .•.... ,- .- ... .. "-
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· .~UC"QImin"""" 'Carp jalnld the"lf'CMlng numbIr at tIIIaom~ tigllltlilig ..' ,
btIa tD ,.....:b.• men can.....~ .AawI" lilt • at....bdl wc'1'
~ ttlIl Ma. MaD.u.k" DMIian .. unctergoing a -m;,ar~· _1rwcIIv.- ~"h .
..,. ......rat:0II anatonwIde.' 8i:t ..... tM numb8t .,..1KtId~ • be-·'ta'. .

"tMn the $00 tiguM-.cIIicLIn ·~ Npotts... . ". •.... j.: \ 'T'-
•. ~ .' . . ....y.,.-- . ~ .' , . .": . '. . :,.... . '

The caJf eenwa prcMde''-' .net .upport ericel to i Uti.' long ""'ce cueto"""". Aff8ct- ...
.ct woltt...-.d naftiniOn----1nClude ..... peraoniMW. mana ~.... and cuttamer~ "
~. the spokesmM _let. Same WOlle.. a.. tMtIng l.z.,lgMd.-athers .... b8i'lg GIIWeCt
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Bell Atlantic 'estimates that it wiD mst S250 mnlion~to build a 1011& distaDee ne~rIc: in its' mid!. ,­
Atlantic region. Once the network is·mmpleted, the company would reduce its transport CX)sts on in·
rcpon 10Dg distance caDI "by more than half a~!~ M;r.o; Blafold~ .. lfe .ro~d-;TR tha~.:,!!,~~L.•.

. Ionl diJtancc network in NYNEX's repon would cosfl'eas than -usn million." Ben AtI_tiCnnUili~
~te,itsDc:twoItin.J.997,-aboutthe same ti~ ~ apeas to Q.f[a in-rqioD' loI1c-diltance'set-"

c.-,~"" .. ·...·. '."...-'-.~ . '" _ " ~"' .. :'" ,-,.- .,. _i. ". "'''~r ": ·"n.);~

~(l~~.Je8:~·:-:seu~~ticprOdue;t~,have~nput in pl~.SotbatJona·~~.~~~
p..,ri~*'~:J!iDford·Hi,4.,:n,e-Company alsO b8;s ~D~FJ1Crlc~ witil its~~:lA
J~~~Earl Jon~,pio~BenAtlantic's "total provider"~ MJzi every-month, well ov.er .~J~r.
lioa'cUstOmers' ask us 'about.Ben Atlantic lana distance service," Mr. BinfOrd said. ..And when Bell~ ".
Atlantic has satisfied federal requirements "for pf'O\lidmt in·rqion IODI distance semca. -We" be lie
to aak,7)o,you use BenAtlan~c·for aD your 1011I di~nce neeck?'" Mr. Binford apecrs that N '
AlJan!U:'s- telco in MaIylaDd,wiU be the RHC"s filSt to meet ~uiJemeRU of the ..tnmpetidve cbeddiIt'"
spelled out in sectioo 271 of the Telecommunications Act of 1996. (Oleddilt requirements lBust be
met before.• ,Bell compllllY provides in"~pon intcrLATA services.) _ _,,!.

. ~.,. :.. .. . .' ..,.,,:'- .... :'
BeD Atlantic also is keeping a close eye on the intraLATA CDlI market, eapeewly in Pennsyl\taDia ,

and .New JelSey, which constitute more than half of Bell Atlantic's SI.5 biDion intnLATA toll fnac:hiIe
Last month Bell AtlIntic introduced a flat·rate pricing plan in NewJeney. In Pennsylvania, it isoller·'
inC various.iDtralATA toll diIcount plans that are offset by hikes in the price of directol)' assis~
and -0+-"~ ;~ :"1'-: .

.
....d Pgps Up .... New

For BeIlSouth TeIec:ommUDication~ Inc.. new competitive opportwdties present new cbaJlenpi.
Test marketing over the .11St two years showed that BellSouth "'wasn't beiD& liven credit" for its tedaDo­
logicallmdenhip and its hip service quality, said Charles B. Cae, Group President-QIStoIDer ope'ra­
tioDS. Pan of the problem involved the oonsoUdation of BeIlSouth's tela> operations under the sinIle
brand name used t~y,

· In Oc:tober 1995, fewer than 30~ recopizcd the "BeUSouth" brand name. So it embarked OIl an
....euive stratei)' of."rand buDdinl'" BellSouth's adftrtisinl is pared to Iinkin& teebno&oP:al inno-'
qtjons with the needs ofordinal)' people. And like some other BeUs', its ad ompNps also haw
stressed the unique features of its service territory. Today more than 8O'JD of the customers auveycd
recopize the brand name. Nevertheless, Mr. Cae said, Bell corupanies "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 number one on anyone's list," he said

For eumple, the company has S&KUeded with its "customer-desircd due date" pnwisioning system
wJiich aUows customers to decide when to receive the monthly telephone bill. "Ellerybod)' loves it," MI
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- ~eritecb has several produc:tl under degelopment-a fanu1y of wic:e-recopitioa procIuds. for
CDniple. And Mr. Reiman- said there is a "'stron(' customer need for its Speaker m~ COIIIputerized
trainiDa. national directOJ)' assistance, and uyncItronous digital subscrIber line (ADSL) offeriDp. He is
particularly escited about Speaker IDt which verifies a speater's \Oice pattem. The company mukets it
to law enforcement agencies IS a method of monitoring home-inc:arcc.rated aiminals. In one deal,
Amcritech sold the system to a law enforcement agency, which now reseUs it at a markup to prisoners
who .want to be incarcerated at borne. .

Asked what Ameritedt has "learned from local competition in Michipn," Mr. Reiman said, "Cus­
tomers get confused and they don't want to be confused. 1bey got tired of the IODg distance wars."
Competing on price isn't aoing to attract customers, be added, because pridng systems often are am­
fusing. Reprding Olber markets, Mr. Reiman said, "Our cable TV c:zpcrience is wonderful. We a>m­
pete with cable 1V companies that~ franchises aU over the country, but they go in to do lOI1lethin.c
special only in the markets we're in." Ameriteeh opemtes several cable lV companies in Ohio and lUi·
nois and is buildin& its own systems in several states.

PadIk BeD Pn_ns fer Ltac DiNpCIe 'IIIlt

Elizabeth A. Fetter, President of the Industry Markets Group at Pacific Bell, biPliJhted her
oompany's wreoord year" for wholesale sales that surpassed company projections. The number of new
lines served also has bounced back this year: 432,000 between JaDuary and June. That's a 400% in­
crease over last years perfonnance and 150% bener than the company's four-year ave... for the fint

............ 'Pn4...........' .......
.' :!~:: . . . ";: -.: ~

Thomas Jl'Reiman,'Pteiideut-product mmapmc:nt at Amcrited1 Corp~, wu'quick to DOte, WJ1lere
are some cIi~~nccs emerpJII aIDOq the BeD COI'IlpIIIies, and ,DOt just in the different adftrtising
compenies~ use. ~fyou:focusOD1y on piDiac orlOlinC lIlUItet share, you naiss .the bi& picture." .'
AmeritCch,tiJr eumple, is focused b. on market sepac1ltS and IDOre on prod\ICU.~ muaje­
ment has been a nondeveloped discipline in communications. ••We. became serious about it four years
ace as we beam acquiring product manaeers" from other industries. be said.
J." , ' , " . -. " . .-' ;

Ameritedl also has been- hying to show bow its teebnoloJy can affect the lives of ordiDasy Ameli­
caJ5.But it lias taken that· effon faJther than other Bell companies. Ameritcch operates the "'Human
Facton" propam 10 test-market its producas in smaD towns. 'Ibis testing early in the development '
cycle helps to ensure that Ameritec:h's products (interactive lV, for eumple) are easy tDiISC and un­
derstand, Mr. Reiman said

- .
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- ~-laid. -Ailcftbi teIc:o-c:baiipd iii piiDoIoph, toWanfjxobliiD«»19inI bY-enl~ -uouble reID-
~,. lutioIl" over MoperatIOiI..-eftki~ .~JIke most'teIcos. ued to measure its ability to respond
I. 10 customer ~ems by how km& a depIrInIent took to,puI the problem to another depanmmt.
~ ~we.lDcasare how oftCD a problem is- raoI¥ed dter dIe:fint -AIIIoIDa c::aa. hc NicS.
~ _ I' _ .....".:r .. .,. ~ ..• - ...•.
~ ""Markeql01.,. F.after eftstiD& CUItOIDm." Mr. Cae aid. lbat's a JDOd strate&1 for !left-

South, which ICI'\U 22 mDlion access lines and has enjoyed a~ powth rate in vertical seR'ic:es in the
lISt year. 11ds year Mr. Coe expecu Be1ISoUCb's vertical serricc reveaues to aceed $1 biDion for the
first time. _~ere is enormous opportunity in vertical services Jrowth when you consider (that) penetn.
doD ~lfor_,ucb seMccs}~ law," he said.

.' ~tJIl~veltical.features is~.~. Cae.uidQ1uamers Jet~ about CDDDectiDc a
~&Y with a brand name. -Prom a c:UItoIIler SUIIldpOiDt, -beiD& a teduIolo&Y leader is irrdeYaIIL
¥ou~-sot to-Ind ..-way to maketeclmolo&Ymarkeable:"·· BeDSouth was'able to'usc the OIympic:s1lt
communicate how its tedmoloIY enabled 'people aD over the world to experience the 1996 Summer
Games. . - '.
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..hdtic .... Ildfercd from,. c:bronicaIly IluDapi1Ic CaIifonIia CCCNlOIDJ for sewral yean, which it
blames in part fotl1iuenii~ accellline JI'OWIb owr the put two years. It~ toot IDIDei.. bitl'lIh~

Pac:itic TeI_ .pm offks 'umeplated ICIVice UDit, AirToudl CommUDieatiODSt lftc., ill 1994.aad t1Ic:
telco dnstitaDy cullWitdled lI&:ICIS rates in 1995. Now those moycs are bc&inniD& to pay of[, said Ms. .
Fetter. Califomia bas the lowect switehec11CCe1S rates in the country, averagiDl2 cents to 3 cents 1
minute. In mntrut, Teas has one of the hipcst rateIt nearly 12 cents a minute on averace.

, 'IboIe fipre5,wm.be very importaDt as tile baUk for lone diIIaDCe e::uatomers heats up next year.
ML·Eeaer ~l:e.ItloaIia,is'.,,,,.La IDI.Ibt lor loDI'cllIIIIICC, cdiII&- Ncady'2S9D of ..:t1J1.,~.
diII:aDce 'pbaac allll:oriplateia'. state.' ADd,tIIe Jd&b 'fOluIDc, 6he aid, __~hdfic'BeD*"~
talJd.for the iJUaadIInp c:anie1S beclIUIe "the Itakes are'hiper."Califomia'accounts for aD~

mated 20% of AT&T's total oriJinatinl minutes of use, 19% of MC Telecommunications Corp. 's.' Z3%
of Sprint'S, and 17~ ofWorldCom, Inc's.

"Llke~On'-die.~er~ ~T~I_ is:~ anio~;~straiqy to ..v'.,.·.~nl.lr:
to i;Ustomen in'lli local· semcc markets. "Padfic "is tryi..~m* resale.as aiUactive as posaiblcn·, i
potential.market.' ~traDIS. ' That's the beat way h can prae~ revenue as c:ompCtition ~JiDSt ML ·:.t( ,:tJ
Fetter saICl.....' .' . ' " .! .''l'1t.-b

She. cited "four..,.. you can setve customers in a COlllpetitift awironmeDt: (1) a dear sale';.1D
wbicb youmam dlc customer aDd'provide aD the serviceI; (2) ~e. at, say, a 7D% dilcDunt lotfdle1t).J

recail rate], m whicIlyou keep tIae.DetWOrt tratIIc; (3) nc:ar Ale, iD which you don't carry the~..
oBly seU the link between the CUItOIDcr and the sem~ provider; and (4) no sale." She added. ""'-e're
being vel)' aaressive about neJOtiatitlg with competitive I...EC"s to make resale as attractive as poSIibIe .
and to retain as mUCh revenue ihare as possible." ·,·n:"

.. ,: ,: 1f'

SIC LooP To O!!Ieel C9wtIItiM '" ,..:::,

lames D. GaDemaore, VP-marketing for SBC Communications Corp., noted that his company.
Mmakes a big disttnc:tion between tile rules of enpFJDCllt and prepariDl fbr competition. My job '&~
be. ready to COIDpete, DO matter What the rules are." He hiptighted SoutbweItem Bell Telephone Cd!i
preemptive moves to block future Competitors from pining a foothold in its local markeu.·;~·'"

For instance, "We knew competitors woulcl attadt multidwellinc units" u a market-entry stD.,
Mr. Gallcnmore aieL So Southwestern Bell started a Prop'BID three years aao to sip mUltiyear COD­

tracts covering local and long distance access services to big apartment buildings. It now has about 900
complexes under COIltnet, preserving about 200,000 "hiJhly threate.ned consumers."

Mr. GaDenmore also trumpeted "'l.Dca1 Plus." Southwestern Bell's ftat-rate caUing plan for intra­
LATA toll caUs. It plans to roD out the service in its tlrst major market this yc:ar-the DaDasIFon
Worth area. Southwestern Bell bas taken 12,000 advance orders for the plan throUlb a "limited, biIbIY
taIIeted" marketiD& c:ampaip that didn't include. direct maiUnp Of broadcast adYertisiftl, be said. 1ba
experience bas led sse to say, "Yes, we are believers in flat-rate long distance services," he fcmarted.

Like most other Bells, Southwestern Bell is mncentratiD& on target marketing to take advanraee ot
unique populatiolll in its service territory. For example, the company serves many Hispanic customers.
If the planned meraer with Pacific Telesis takes place. the new mmpany would serve 25% to SO" of
the total U.S. Hispanic population-a croup with high tates of international ClUing, Mr. GaUenmore
noted. Southwestern Bell is tarptil1l this population, as weD as "busy households and campus popula­
tions." These customers represent a natural advantage for Southwestern Bell. he said. C
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