FOCUS ON RETAIL ETHERNET COMPETITION HIDES ILEC
MARKET POWER IN THE PACKETIZED SPECIAL ACCESS
MARKET. Ethernet Market share numbers relied upon by the ILECs
measure retail competition, not special access competition; the relevant
market for purposes of the “Me Too” petitions is packetized/OCn special
access services

TWTC HAS 13.7 PERCENT SHARE OF A TINY RETAIL
ETHERNET MARKET. Vertical Systems calculates that there are 72,622
Ethernet ports today, of which (using Vertical Systems’ numbers) TWTC
provides slightly less than 10,000 ports. By comparison, as of 2006, there
were over 1,000,000 Frame Relay ports

ILECS HAVE THE INCENTIVE TO KEEP THE ETHERNET
MARKET SMALL BECAUSE ETHERNET CANNIBALIZES THEIR
LEGACY FRAME RELAY., ATM AND PRIVATE LINE SERVICE
REVENUES:

» “Both Verizon and AT&T have the inherent problem of cannibalizing
their bases [when selling Ethernet].” Telephony Online Interview with
Founder of Vertical Systems (Feb. 7, 2007)

» “Ethernet’s growth depends largely on cannibalization of such legacy
services, which has hampered its reach in the U.S. market in particular.
With the majority of large ILECs and other service providers still
obtaining a steady stream of revenues from legacy services,
cannibalization of revenues from these services has been an issue of
concern and a situation that has been hard to avoid” Frost and Sullivan
Report On North American Metro Ethernet Markets (2006)

» “Layer 2 business Ethernet services are positioned as a more cost-
effective alternative to frame relay for interconnecting geographically
dispersed LANs . .. AT&T, Verizon Business (the former MCI) and the
RBOC:s face cannibalization of more than 1 million frame relay
ports.” Rosemary M. Cochran, Business Ethernet Services - If You Build
1t, Will They Come?, Bus. Communications Review Magazine, Oct. 1,
2006

» “In terms of business-service dynamics, the consensus is that Ethernet
private lines will cannibalize TDM leased-line services.” Mark Lum,
Carrier Ethernet: Work in Progress, tibers.org (2005)




ILECS HAVE THE ABILITY TO KEEP THE ETHERNET MARKET

SMALL BY KEEPING WHOLESALE ETHERNET PRICES

PROHIBITIVELY HIGH

“[T]he Bells do not have economic wholesale offerings” for Ethernet
or OCn. Janco Partners Equity Research Industry Outlook
Communications Services (Sept. 26, 2007)

This means TWTC can only sell to customers located in its 8,000 on-net
commercial buildings and to off-net locations in the rare case where it is
economical to rely on TDM inputs

This is exactly the conclusion that BellSouth reached: “Large enterprise
customers that rely on advanced IP services often prefer to deal with a
single provider able to serve their end-to-end requirements across all
locations at specific quality of service levels. As a regional carrier,
BellSouth is unable to effectively compete to serve the primary IP
requirements for these customers except to the extent that their
operations are located predominantly in the Southeast” Declaration of
Barry L. Boniface, attached to the public interest statement of AT&T and
BellSouth, WC Dkt. No. 06-74, 9 13 (filed Mar. 31, 2006)

ILEC CONDUCT IN THE ETHERNET MARKET IS CAUSING THE

U.S. TO FALL BEHIND OTHER COUNTRIES IN THE PROVISION

OF BUSINESS BROADBAND

> “Ethernet is more widely deploved in Europe than in the U.S., even

though enterprise customers want it wherever they do business. . . .
Wholesale Ethernet access in the UK is also cheaper than it is in the U.S.
For example, basic 10 Mbps point to point wholesale Ethernet in the
UK is available at a quarter to one half of the prices charged by
AT&T and Verizon.” British Telecom Comments to FCC WC Docket
No. 05-25 (Aug. 8, 2007) at 20-21.

“['T]he majority of U.S. business customers remain unable to purchase
Ethernet services from major carriers.” @Fiber > U.S. Business > 2006
Business Fiber Availability at 5.
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