
AT&T
Suite 1000
1120 20th Street, NW.
Washington, DC 20036
202 457~3810

February4, 2003

Electronic Filing
Ms. Marlene Dortch
Secretary
FederalCommunicationsCommission
445 12th St., SW, RoomTWB-204
Washington,DC 20554

RE: Notice of Written Ex ParteCommunication,in the Matter of
Reviewof Section251 Unbundling Obligationsof IncumbentLocal
ExchangeCarriers,CC Docket Nos. 01-338, 96-98 and98-147

In theMatter of AppropriateFrameworkfor BroadbandAccessto
the InternetOverWireline Facilities, CC Docket Nos. 02-33, 95-20,
98-10

DearMs. Dortch,

Today,February4, 2003, the attachedletter from HosseinEslamabolchi,
President,AT&T LaboratoriesAT&T CTO andAT&T BusinessClO was
sent to the Chairmanand the Commissioners.

Onecopyof this Notice is beingsubmittedfor eachof thereferenced
proceedingsin accordancewith the Commission’srules.

Sincerely,

PenelopeK. Alberg



AT&T

February4, 2003

TheHonorableMichaelK. Powell
Chairman
FederalCommunicationsCommission
4445 12th Street,S.W.
Washington,D.C. 20054

DearChairmanPowell

As theChiefTechnologyOfficer andPresidentofAT&T Labs, I amwriting to
commenton the conceptof intermodalcompetition. We laudyourmoveto analyze
this, andotherfundamentalissuesfacingU.S. telecommunicationstoday.My letter
supportsthefuturerole ofintermodalcompetitionasan objectivefor U.S.
telecommunications,but explainsthechallengesandrealitiesofintermodal
technologies,anddescribeswhyanymoveto adoptintermodalasashort-termsolution
wouldbewholly detrimentalto thedevelopmentofahealthytelecommunications
industry. Intermodalcompetitionsimply is not readyto providethriving broadbandand
voiceservicesto anationalaudiencein thenearfuture,yetwebelievethatits promise
canbenurturedinto realityin thefuture if critical andessentialelementsareachieved.

I amwritingbecauseAT&T is a leadinginvestorin that future;AT&T hasmadedeep
investmentsin telecommunicationstechnologiesandprocedures-- developingand
advancingahostof inventionsand innovationsthat offer long-termprospectsfor new
technologiesthat cancompetewith oneanother,offer newlinesof competition,and
providenewinnovativeservices.AT&T Labs,which I lead,is atthecenterofthis
technologicalinnovation. AT&T Labsboastsabout6,500scientistsandengineers—
includingsomeof theworld’s best-- who arehelpingusdiscovertelecom’sfutureand
unleashtechnology’spotential.

I understandthat intermodalcompetition,throughcompetingtechnologies,hasbeen
citedasone ofthekeyrationalesfor regulatoryrelieffor theRegionalBell Operating
companiesin thecontextoftheTriennialReviewandotherFCCproceedings.As a
technologistworking in this industry, I sharethevisionofa vibranttelecommunications
market,wheremultiple technologiesoffer robustintra- andinter-modalcompetition.

As you know,manyforcesareatwork changingthecompetitivelandscape.The
emergenceofTCP/IPasthedominantnetworkprotocolhasgivenunprecedentedpower
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to devicesattheedgeofthenetwork— devicesin thehome,orthoseownedby firms
thatoperateaccessnetworks.Themostclear,currentexamplesare:

• Voice over IP; wheremuch,if notall, ofthevaluenow associatedwith voice
telephonymigratesfrom theswitch to thenetwork’svery edge. And, 802.11 —

asawirelessform of Ethernet— mayextendthis capabilityevenfurther.

• Virtual privatenetworks,whichoffer valueaddedservicesbasedeitheron
networkfacilitiesoron equipmentlocatedon thecustomer’ssite.

• Digital videorecorders,whichgive consumerscontroloverthetiming ofa
televisionprogramandfreethemfrom centralizednetworkdecision-making.
With this technologyconsumerscanchoosewhen,how andif to watch
programmingandadvertisements.

Technologieslike theseattheedgeofthenetworkwill betheprimarydemanddrivers
for newnetworkinvestmentsandmorerobustcompetition. Yet theydo notmoveus
towardresolvingtheissuesassociatedwith thephysicalconnectionbetweenthe
customerandthenetwork.

Indeed,despitethelarge-scaleinvestmentsandcommitmentsby AT&T andmanyother
firms worldwide,anddespitetechnology’spromise,intermodalcompetitionis not today
viable,nor is therearealpossibilitythatthiswill changein thenearfuture — certainly
not in thenext threeyearsfor sometechnologies,andevenlongerfor mostothers. The
reallimitationsoftechnologicalmaturity,costand thetelecommarketplacetell us that
intermodalcompetitionsimply cannotprovidethekind ofrobustcompetitionthatwill
invigoratethevoice orbroadbandmarkets.Any fact-basedanalysis,which takesinto
accounttherealitiesofthetechnologies,marketplaceissues,businessstrategies,and
investmentcapitalrevealsthatthecurrentcapabilitiesof “intermodal”technologiesare
severelylimited andconstrained.

Ironically,prematurerelieffor theBell companieswouldundercut,notpromote,the
statedobjectiveofstimulatingcompetitionbetweentechnologiesby denyingthe
viability ofemergingcompetitionandtherebystifling newtechnologydevelopmentand
furtherdisruptingastill-stressedandundercapitalizedindustry. Thecurrent
investmentsin researchfor alternativetechnologieswill bearfruit only if companies,
includingAT&T, canbuild thecustomerbaseto justify the long-terminvestmentin
researchanddevelopmentfor suchfuture technologiesasfixedwirelessanduseofthe
electricgrid to deliverdata. Alternatively,actinguponan unsupportableassumption
that intermodalcompetitionis anear-termpossibilitywill resultin furtherdisruptionto
analreadystressedtelecommunicationsindustryandwill undermineprogresstowarda
nationalbroadbandinfrastructure.

AT&T hasmadesignificantinvestmentsin researchingaccesstechnologies,and
continuesto exploreeveryopportunityfor intermodalcompetition. We know from this
work that the list of“possible”accesstechnologiesis long, yet eachofthosewhichwe
view as“practical” to addresstheneedsofbusinessandconsumercustomershasunique

2



challengesthatconspireto delaydeploymentfor broadband,andcompetitiveaccess
usesin thenearterm,at least.For instance:

• Severalofthetechnologiesavailablerely on oroperateovertheBell networks,and
thereforecannotbe truly consideredas“intermodalcompetition”.

• Cablecompanies,asanotherexample,areavoidingexpensivenewinvestmentsin
circuit switchedtelephoneservicesandwaiting for developmentof cheaperVOIP
technology.At thesametime, cableVOIP is recedingasapotentialtelephony
competitorbecauseofshortfallsin verticalfeaturesandreliability. As for
investmentcapacity,mostcablenetworksaredebtladenandhavesignificantcapital
investmentrequirementsformaintainingandimproving existingplant and
operations,migratingto high-definitionTV andfendingoff DBS. Cable’sviability
asa large-scalelocal competitorto the local Bell asavoiceproviderremainsyears
away, certainlynot in thenext five-to-sevenyears.

• As for wirelessintermodalcompetition,theBell ownedcellularcompanieshavenot
madeamajorpushto competedirectlywith theBells themselvesfor residential
wireline services.In additionto business,cost,technology,tower siting, rights-of-
way,andspectrumconstraints,thereareservicequalityandcostcharacteristicsthat
preventotherwirelessservicesfrom becomingamassmarketalternativeto the
homephone. AT&T itselfencounteredahostofhurdleswhenattemptingto
developa fixedwirelesscompetitiontrial.

• Theelectricgrid is nota viablealternativefor avarietyofreasonsincludingthe
existenceoftransformersthroughoutneighborhoodsthat block thetransmissionof
high frequenciessocrucialto broadbanddatatransmission.Furthermore,because
mostelectricgrids aremonopolyowned,an electricgrid broadbandprovidermay
haveproblemsobtainingaffordableaccessto themonopolynetworkgrid. Thereare
no provenprovidersoftelephonyordatavia theelectricgrid today. Evenif the
technologydoeseventuallyproveout, somestateslimit orpreventmunicipality
ownedpowerutilities from offeringtelephony(evenwholesale).Finally, the
economicsofpowerline communicationsis significantly lessattractivein the
UnitedStatesthanit is in Europewheretrialsaretakingplace. Dueto infrastructure
differencesbetweenEuropeandtheUnitedStates,Europeantrials aretypically able
to deployserviceto asmanyas200+homes“after thetransformer.” By contrast,
deploymentin theUnited Stateswouldbelimited to avery low numberofhomes,
typically lessthan10.

Shouldthe Commissiondecideto put its faith in the intermodalcompetitionstrategy,
regardlessoftheserealities,theRBOCswouldbeprovided,oncemore,with a
massivelytilted playing field. It is simplynot possibleforthesenew,promising,but
distanttechnologies,eveninstalledbythebestofsuppliers,to competein today’s
marketplace.

While we from atechnologystandpointareexploringall newtechnologies,public
policy in my view oughtto focusonwhetherthenewtechnologiescanprovide
sufficient competitivechecksto assurethat customersgetgoodserviceat competitive
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pricesnow. In thisrespectit is incontrovertiblethatno intermodaltechnologiescome
evencloseto meetingthis test. TheearliestBell Systemdocuments,for instance,
exploringthecompetitivethreatposedby cabledatebackto the 1960s. Fixedwireless
is muchmorerecent,buthasbeenon thedrawingboardsfor almost 10 years. Yet none
ofthesetechnologiesareevenworthmentioningaseffectiveconstraintsonmonopoly
behavior. WheretheRBOCshavebeensuccessfulin convincingtheFCCthattheyface
competition,suchasspecialaccess,theycontinueto exertmarketpowerandhave,in
fact,beenincreasingpricesfor thoseso-calledcompetitiveservicesacrosstheboard. It
seemsparticularlyimprudent,giventhatexample,to deregulateotherareaswhenthe
evidenceis soclearthat neitherintermodalcompetitionnoranythingelseis protecting
customersnow from the abuseofmarketpower.

With thesubstantialassetsrequired,andabsentdeployabletechnologiesin thenear
termthatcanprovidebothacompellingservicepropositionandlow-enough
competitiveinvestmentexposureto meetcustomerwillingness-to-paylevels,thereis
high risk to any furtherdevelopmentofcompetition. Patienceis neededto givethese
technologiestimeto mature;andfor thedevelopmentof compellingservice
propositionsthatcanenablethekind ofcompetitionthatyouarelooking for intermodal
competitionto provide. Decisionsto deregulatetheRBOCsnow would effectivelyshut
downcompetition,beforethealternativetechnologiescould“take hold”.

We wouldwelcometheopportunityto explorethebarriersconfrontingthese
technologieswith you andtheCommission’sexperts. In particular,if you orthey
believethatthereexistcapablecost effectivetechnologiesthatI havenotdiscussed,or
believeAT&T is incorrectin its evaluationofthetechnologiesthatI havediscussed,
suchasharingofviews wouldbeespeciallyuseful. We believethatwesharea
commonobjectiveof providingavarietyofchoicesto ournation’scitizens—andwe
arefully committedto a futureof competitionbetweenprovidersandtechnologies.But,
it is clearthat ourvision cannotbe fulfilled by thecapabilitiesofthetechnologies
currentlyavailableto us. Patience,research,capital,andmarketplaceacceptanceare
critical ingredients.Any attemptsto curtail theemergenceof thoseingredientswould
harmournation’scompetitivetelecommunicationsindustry, limit choicesto consumers,
andimpactourcountry’scompetitiveglobalposition.

Sincerely,

HosseinEslamboichi
President,AT&T Laboratories
AT&T CTO & AT&T BusinessClO

cc: Hon. K.Q. Abernathy
Hon. J.S.Adelstein
Hon.J. J.Copps
Hon.K.J. Martin
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W. Maher,Chief,Wireline CompetitionBureau
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