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Before the
FEDERAL COMMUNICAnONS COMMJSSIQN

Washington, D.C. 20554

In re: APCC and RBOC Coalilion
Petitions for Increase in the Payphone
Dial-around Compensation Rale

)
)
)

RM No. 10568

COMMENTS OFTELSTAR 1l\'TERNATIONAL, INC.

Telstar International, Inc. (''Telstar'') by its undersigned attorney liles these

comments in response to the Federal Communications Commission's ("FCC' or

"Commission") September 30, 2002 Public Notice requesting Comments on Petitions for

Rulemaking filed by the American Public Communications Council ("APCC") and the

RBOC Coalition in the above proceeding. Both the APCC and RBOC Coalition

(collectively referred to herein as the "PSPs") urge the Commission to authorize a 100%

increase in the dial-around compensation rale. raising the percall charge from $0.24 to

$0.49. As discussed more fully below, TelSlar opposes the proposed rate increase.

The PSPs assert that this extraordinary increase is needed because the current per

call rate does not provide sufficient compensation to allow for the full recovery of

payphone provider costs. Although PSPs concede thaI per,payphone costs have

decreased, the rate is insufficient they say, because of a decrease in call volumes from

payphones. 1 The PSPs further assert that this decline can be atlributed almost entirely to

competition from wireless and cellular services. Z Specifically, the PSPs maintain that,

"(tlhe dramatic expansion of wireless services has had the effect of reducing the overall

1 RBOC Coalition Petition. p. 1.
lid.. see also. ,.,PCC Peti,UM. p. 7



volume of calls made at payphones."J The PSPs claim Ihat lower call volumes have

driven PSPs to remove payphones, resulting in a 10.5% reduClion in the number of

payphones deployed since thcir highcst penclration levels in deploymcnt in 1998.4

Although Telstar has not conducted its own sludy, it does not dispute that the pay

telephonc market has changed dramatically in the six years since the

Telecommunications Act was passed. In thai timc, cellular service has become widely

affordable and Oat rated calling plans have made cellular calling much less ellpensive

than the same calls made from payphones. In addition. prepaid cellular has made it easy

for consumers 10 obtain cellular service on demand, without a credit check and regardless

of their credit history. According to Ihe APCC. over 45% of the population has cellular

scrvice.s Cellular service has also become much more consistent and reliable throughout

large portions of the country. Given these facts. it is likely that PSPs have losl footing in

Ihe transient telecommunications market 6due at least in part to competitive forces from

cellular providers.

TelSlar does not agrec with the PSPs, however, that the fact that payphones have

lost market share equales to a need to increase -- let alone dOllble-- the per calt

compensation ratc. If the Commission accepts the PSPs argument that the ellisting per

call compensation rate can not compensate PSPs given competitive forces from cellular

and wireless technologies, then increasing the per-call payphone ratc will only ellacerbate

the problem. by accelerating a decline in payphone usage, leading to a further reduction

in Ihe number of payphones. At best, the proposed increase is a temporary panacea - the

) APCC Petilioll. p. 1.
• /d.. p. 8.
J Id., p. 5.
• Telstar idemifies the market in "'hich paypholleS compete wilh cellular alld wireless lechoologies lhe
"lransienlteleCQmmun;cations markel:'
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PSPs themselves warn thut doubling the e;{isting payphone surcharge would be sufficient

for at most a year or two.' Instead of "saving" the payphonc industry. the proposed

increase would likely hasten the payphone "death spiral" making payphooe service even

less attr.lctive. resulting in payphone usage further declining and further pricing

payphones out of the competitive marketplace. Such a result is no! an effective means of

assuring the public adequate access to payphones as articulated by Congress in enacting

Section 276(b)(J) of the Act.

Further. even if there has been aurition in the number of payphones as claimed by

the PSPs. neither the RBOC Coalition nor APCC has demonstrated that the e;{isting level

of payphones is inadequate in relation to the public's needs or is in jeopardy of becoming

so. Although APCC indicates that the number of payphones has declined from its high

point in 1998. maintaining those levels may simply not be necessary given the changes in

the marketplace and alternate technologies including wireless and paging. Accordingly.

if the marketplace has changed as dramatically as PSPs claim. the Commission must reo

e;{amine not only whether the per-call compensmion rute needs modification. but it must

also examine the affect of the declining payphone market on lhe public. Factors the

Commission musl consider include:

• What is the appropriate definition of <"widespread deployment of payphones"
ginn changes in the transient telecommunications marketplace and
competition from cellular and wireless providers?

Given changes in market conditions and the increased availability and affordability of

alternative lransient telecommunications options. the Commission must examine what

is lhe necessary level of payphone deploymenlto mect the objectives of Congress.

1 RBOC Co.>lil)on PClil)on. p. 6.
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The Commission needs to determine what is the baseline level of deployment

necessary to achieve Congress's goals of maintaining the "widespread deployment of

payphones."

• Does the public continue to have adequate access to payphones based on the
needs of the public and in relation to current market conditions?

Once the Commission has determined the definition of "widespread deployment of

payphenes" in teday's environment, the Commission will then need to examine whether

adequate payphones exist today to meet that standard. This determination should be

based on not only the shear number of pay telephones, but also where those phones are

deployed.

For example, although PSPs claim that the number of payphones has declined since

1998, the petitioners have provided no data to demonstrate the effect of this payphone

removal on the public. For example, APCC points out that four of the original nine

payphones have been removed from the Commission's lobby. 8 It would be helpful to

understand whether the removal of those payphones has had any impact on the public--

such as long lines at the five remaining payphones, complaints regarding inadequate

payphone service or request for additional payphones-to determine whether the pubic is

underserved. Accordingly, more information is needed to determine where precisely

payphones are being decommissioned (i.e. office building lobbies, airports, street comers,

etc.) and in what pans of the country (i.e. rural areas, high traffic metropolitan areas, etc.)

as well as empirical evidence regarding the impact on the public as a result of any decline

I APCC Comments. p. 8. footnote 16.
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in payphones in thc affccted areas to fully understand how to best address any potcntial

shonage of pay telephone stations.

• The Commission should solicit information from states who have
implemented public interest payphone programs regarding those programs

As noted above, an increase in the per-call payphone rate - no matter how hefty-

will only promote the more rapid demise of payphone deployment. Accordingly, if upon

a thorough examination the Commission finds that the current marketplace is unable to

assure the public's access to adequate telephones, the Commission will need to examine

alternatives. Some states such as California, New York and Pennsylvania have

implcmented public intcrest payphone programs to assure adequate access to payphoncs.

The Commission should solicit information from these states and others regarding such

measures as well as seeking comment from interested panies on additional alternatives.

• The Commission should re·eJt:amine the methodology adopted for
determining the appropriate compensation rate.

Any examination of appropriatc percall compensation should consider all payphone

revenue streams, not merely the costs of a marginal phone. Although payphones may be

declining in number, it is not at all clear that existing payphones are not reaping adequate

compensation. Indeed. payphone owners have been implementing alternative methods of

earning revenue from their existing phones. For example, PSPs also earn revenues from

the provision of Internet access services offered on pay telephone in areas including

airpons. Most notably. PSPs enjoy healthy income from advenising on payphone

housing. Although the Commission declined to include advenising revenues when it
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adopted its original methodology for determining the per call compensation rate, the

Commission should re-examine this decision in the current proceeding. Advertising

provides a generous souree of income for pay telephone providers. Indeed. in (he 2002

issue of Perspecti\'es, a magazine targeted to the pay telephone industry. PSPs reponed

strong increases in advertising revenues.' While pay telephone providers have always

enjoyed significant advertising revenues in large metropolitan areas, Perspectives reports

that PSPs all over the country including those serving small towns are finding

opportunities to eam significant advertising revenues. These advertising revenues

cannot be ignored when determining what constitutes adequate compensation to PSPs.

CONCL.USION

It is clear that increasing the payphone rate will do lillIe to further the long-term

benefit Congress sought to achieve in "promot[ingJ the widespread deployment of

payphone service to the general public:'lo Indeed. raising the payphone rate will likely

only accelerate PSPS loss of market share in the transient telecommunications

marketplace, necessitating additional cycles of equally exorbitant increases in the future.

Further, the increase in the payphone rate will have the largest affect on those who need

payphone services the most - those who cannot afford home telephone service or

wireless alternatives. Accordingly, before the Commission acts 10 revise the existing

payphone rate, it must address the core issue of the aurition in payphone deployment and

initiate an investigation to determine the effcct of that attrition on the public. As such, if

the Commission perceives that (he reduction in the number of payphones is an issue that

• Sec SlKCy L Bell. Th~ ·tJd··mnIQ8~ ofPO)"~$. Perspxlivcs. April 2002 (.tbelled herem u
Anachmenl A).
'0 47 U.s.C. §276(b)(l)
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needs (0 be addressed, i( musl do so via a more comprehensive proceeding as outlined

above.

RespeclfuJly submiucd,

TELSTAR lNTERNATIONAL, INC.

~-
Direclor of Regulatory Affairs
Tcls(ar Inlemational, Inc.
I North Broodway
White Plains, Y 10601
Ph: 914.428.5555 c.u. 219
Hope@Tclslar-usa.eom

October 30. 2002
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Attachment A



by SUlcey L IleI

The

vantage
of payphones

With regional and national advertisers getting Involved
payphone advertising has reached a turning point

W
hal .. dlfference a yeM~ U:$l; April
when hr$p«llves u~led pllyphone
selVlce providers (PSi's) on lhe Slale of
the payphone adwn.lslng bwill1e$$, lhe

U,S, economy:seemed 10 be thrIvIng. and payphone
provI~hoped 10 cll$h In on adverll5Cn' expanding
budgets, Since then, the cOI.muy has emered a f'I!.

cez.slon. suffered tf!1'1'Of'\$t Mtaeks and goue to war
EYftlID the race of difficulty;lill1lj double digit fillls

In .tYen1slf!8 $iI\e5 In tndilional media lib broad·

ca.l and cable TV.~ 1l1OlpZlnes. and ndlo.
payphone~ NIetI ha\oe khleWd a turninl
polm AdvertlseB and lhelr agencles have~ on
10 the value of the medium. and $Ome have SlMlOO 10

M1brac:e II • pari of their core advertlsIf!8 am
J*&n$. At the IA/ne time. newI~oIf~ a

dlffenml twl5t for both companies and COll$UmeI'$.

Going up
In fact, whHe 1110$1 media wllnes$ed slrong dccllllC$
In advertising revenues In 2001. outdoor slgnage
s.illcs. which Include payphone advertising. are ell·

peeted to be up by 4 to 7 pen::ent.~ 10 Kcoren
Rob!r'l$OIl, pnos.Ident and CEQ of Ailant.ll's Prtme
Potnt Media (klrmerly National Public Communlca·
1m Media)

"A<;h'ertlslf!8on~roesmakes more __ than

eYeI": Robl...xl says. "Since the 0!C0rl0m)' '- fahercd.
people are looking for more value.
Payphone advertising provIdes a mi·
crotargclcd $Olullon In a unique
medium that Is rlghl al lhe potnl of
purchase. We an pul ads at face
\eYe1 In from of the very demo

~ 8dYenisoers a1! ~Jrc.'

'For elWllple, If .. compltny
hopes to sell • new soft drink to 15
to 24-yeM-oldH~ ...too live In
upper Income hou5ehokls. our (\;Ita·
base allows us 10 overlay those throe
demographic requlf'l!ments along
whh partk\Jlar Iocatlons the com·
pany may want 10 targel- Illte con
Yftllence ston!S - to nnd the pe!"feo.
pIaa5 b- those ads. Th..fs. powK.

ful s.ille toOl." Mkh B.ny SeIvtdBe.
chtef admlnlslntlve omc..r and gen
e.raI COURliel for Prtme Point Media

National advertising agencies
have gOlllm Ihe meSSllge now.



AWQ/'Ilng1on, D.C. <lslr\1lulof!of Dish
lV!'IN~ MWWIlIlt-.... _ iIl1i1l
~ III,o'I(hd~ nINo DC
_Iorlt-.._"'~

-Phone~ Ilre .. perfea~ ror our
dlents becaUl'O! "'''' un pinpoint IoaUoO$ by dem0
graphICS iIlnd plillCe muIUp\('. eye.lewllm.ges proml·
nently In hlglHl"lIrncked areas: says Joel Babbh,
CEO of 360 Thlnc. iIln advt'rUslng iIlgency In Atlanla
thai represents aetOUnts like Home Depot, Philip
Morns USA Nld TheCoca-Cola Co. -In IIddIUon. It iIll·
kM, us 10 pliIlce brand-:selllne met' & ... ffiiIlI'Iy
points or purd>ill5e. h's ill hal new mcdtum'
~i Iartte mllo...1 ..nd reglorwtl IWNS have

lurned to this new medium to maxlml:re their iIld·
vertlslng dollars. Among Prime Point Media's clients
iIlre Procler &r. Gamble. Coca·Cola, Das.nl .....ater and
AOl. Time 'NMner's Turner Soulh Ccoble Network.

• urner Soulh Ktualiy ereillted ill umpllign
IJCUnd the C'Ot'lCept or adYet'tbi.. on pllyPhones..'
RobtrDOn rxplalm. "They "''ere ad\,",,"b1fll1 them,
selves as ihe Southern Style Network: and lhey
wallled to advertise In small towns throughout the
Soulheasl _ pllrUculillrly in historic old town squares
.....here bllllJoards Me often prohibited. We wen'! able
10 nu an Important niche .

Payphone adYet'tlsi.. 'reInr~ OU'" I'I05laIp:
II!\lII&C or lhe South ..IId..oo...,. that ...."'·re dlITerertl.

says Irene Foran, marketing managcl'" al Tumer
Soulh. ihe ads are Intlmate because lhey are
human'SC:lle, nol bigger than Ufe, and our commu·
nlty sees them where they Itve ..nd hang out.'

Mc,", than 100 ads "''ere displayed on pllyphones
from July thn:lu&Jl Octtlb9", .nd RobImon rxpecu
111M iIll'lOther ampaIgn will folklw

New Or1eans debut
Procler &r. Camble adVenl$Cd Tide on se"'lral hun,
dred payphone panels throughout New Orleans from
~bcr thn:lugh Mar<:h to pilCh Its laundry deter·
gent 10 rf!VIl!m at the Super Bowl Nld Mardi Gras.

'[n the ~. mel even I1C/W to .. eenatn extent.

~yphone iIldvertlsing has been evenl-drlven:
Roblnwn 5iIl)'$. 'But there's a shift no..... toYl..ro Iar·

geting IIfeslyles and neighborhoods. too. For CJ<am·
pie, OTIC com~ny selling a new Iype of Isolonlc
drink wants Its ads on payph<)nes OUtside of health
and fitneSS dubs. A pet rood compilll)' Is tiIlrJeilng
piIlYphones .. pet stores. running trad<.s. J*ks mel
orner~ people take their pets. ArwxhK corn.
piIlI1y wants piIlYphones ..t grocery stores In toYl'ns

that hiIlve populaUons under Z5.000·
'PSPS anywhere In [he COUntry Ila"'l an opportu·

nlty to earn meaningful revenue by allowing their
piIlYphoncs to be used for adV<lnlslng.· Selvidge Sillys.

'PSPs provkle dala on their payphone IllSUllLiotlom,
Including t!);iIlCl. location ..rod placement <IetiIlils. w..
enler this Worm;otlon Into our da1al:>ase. iIlnd let
them know .....hen we hiIl\", a match with iIrl~.

ti~'s~ We can use vtnUi11y My type or en·
closure as & placf! to display the ads: them's no need
to replace or upgrade existing enclosures. TIle extra
nlvt'nue payphone advertising provides over lhe
long run gln ..Iklw .. p.oyphone to remain In place
lOr public use l"lIlhoer than belne remcwed.·

Bolh PrIme PoInt MedIII --:I AdsOnPhone:s t-Idloe
aU the elernents or advertising ule5 for PSPs.
P.yphone providers simply put up the ads. take Jh;lIos
proving thillt they're In place, :send the photos back to
the companies. then colk!ct their f<JCS_ Ad5OnPhoncs
provides frames for Ids to Its PSP clientS.
M~ HiIln1s,~cf\~Oc..o.sed

AdsOnPhones. iIlbo hI5 seen IncJNSed intel'eSt from
IargeI" ad\oenlsers despile the setbacks aused by
Scpt;~ Ii. For HIIrTIs. one cf these setbacks oc
ClJrre<! .....hell a Imp aclvt'rtislng show. ortg:INllly
scheduled for Sept. [I In New York Clly. wasclIr>celed

'A lot or Ildvertlslng budgets for the coming year
for naUo.liIlI and reg10naI groups are pliIlnned In the

•



rounh quarter. and "..., wcre 801"8 to debut a new

IenUcular. or 3·0 hhroe-dlmcn5loOllIl. le<:hnology al
this major show In S<Jptcmoor. which likely would
haW! led 10 significant contracts: Hl\ITls says. 'When
the show was canceled, we missed that opportunity:

3·D and LED
Opponunlty oftcn knocks~ than o~ though,
and HIUTI$ Is now demon5lrMlrc that 3-D technol·
ogy 10 enlhusllls(lc -..d1eneM 1M " handful of orne.
major trade~

TIle technique show.!;~ " ~ll'I'Ien·

sional I..... even thougJt lhey tlfen't weilrtng 'spe
clar gIitsses. For ell3mp..... " local~....~ ad
might reature _ Image showing" p6clure of the
SUlre and the words '.Joe·s Veggle Man: A3 one
moves clo5et'" to lhe ad. the Irnllge changes to 'Peas
on Earth' wllh appropriate an.

-It's a cl<lVl!'r technology lhal allows lId\l(!rllsers 10

create tWO lids In one, They can do a 5<!lUp and a
punch line: HalTls nou,·~. -Studies have shown Ihal
these ads are 10 times more effe<:lIve In capturing
someone's a\lenllon \han a stationary lmage-

Among AdsOnPhoncs current clients lhal may
Incorporate Iemlculal- lechnolotD' Imo future alm

palgns Is TalkAmertca. a oon'lpl"llltve local e>lChange
c~ In Deuoit thao: Is .tYert1sl1lll on.tooul 100 In
depet Idet II paypt>onoos In that arN.

AdsOrtP't1ones also ls"""'kIns with clk!ms 10 Ime-

grate rolling eleclronlc messages InIO payphone ads.
-we've had~ for ads Ihai have an LED line

runnln8 aloo& the lOp that aln be changed from a
modern r;Ii!her than by wndl"8 people 10 the Site,'
HllITIs I"lCplalns. 'For ec;;omple. the m .. mtsnt
T'Nd. 'Ohlo Lonery lOdayal $36 mlllian: and lomoI"'
row II WOI.Ild T'Nd, 'Ohlo Lotlery today at $42 mil·
Uon" Harris expects 10 have lhal lechnology

available by lhe end or the year
Harris agrees wtlh Selvidge that PSPs will ....e

Increnlng revenue rrom Ilayphone advertisIng In
lhe coming years. 'AdsOnPhones I, rtndlng that
advertisers Increasingly arc looking 10 use differ·
ent media to break through the clutter to rein,
force their I'I'Iessage and brand: Harrl, Nl)'$. -For
elQlmple. McDooakfs might like potential ClJS·
tomers 10 hear Its Jingle on thoe radio, then see Its
ad on a payphone, then noIlce lIS new location on
the corner Consumers are more likely 10 hetlf a
I'r'IeSMge and rrt<Iike a conAKUon wllh II company

.-..-...~_F"""~-.tOcft.
ajowlt_ol"'~ol __"'_·•
......~,.t. Tht_,..,.go,,*,tor__ in
__.........'~__lA1tc ...

rs6onTV--'.It IIOH, De",!
Iht~ $1 Iltet Iml"

I Kill_a-_.-"........Ptriodin.,.-._,n._--lOll dilIt_
loc.Iolions.

PUISPEC •



~_ ..._'"
~-"""dirdr
...t,.;r~.

when lhey're gelllng repealed messages across

difFerent medIa:
Harris offers 5Clmc advke 10 PSPS who plan lei

lake adVantatle of the ad'vcrUslng opponunlty'
Make sure your P'lYphonet are dean and In
good opeDling condition. Nothing dmnKI$
From the atlt;llctlvene5s of an ad r_ ror bodt
C<lfl5UmIn and~ than a phone thaI Is
diny or In dl5fep;!llr
Keep adve.rtlslng opportunlUet in mind
when placing phonu. Don'I hide a phone In
!he COl'l'ler or put II righl up against lhe ",..n
Place It cenlrally 50 that more views wlli be avan,
able for ads.
Get a nnn handle on e.lGIctly where your
phones are localed at a site and provide that
Information In your dalalnse, "'Too oflen, we
can't lell <!UCtly how "",ny advertlslng sltCS a
psp has.- Harris says. "The dalabase wtll say thaI
u..... are Ulree payphor1et on !he property, but
that. may Ill9Il two advertlslrc opponunlt!es If
It's a ... of~pa~, or II may repre
senl six opponunilies If !he three phones we
spread lhroughout !he Iocalion '

Gel started flOW. Even If an ad hasn't been sold
for your locallon, by placing a public servtce an·
nouncement tn the space. It lelS potential ad'vcr·
Users tn your area know that you have space
available. -It's just like Kevin Coslner said In
'Fleld or Droams,·· HarrlsconcludLo,s. -'Ifyou build

It. they "'111 come" P


